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PART |

ITEM 1. BUSINESS

Weight Watchers International, Inc. (herein, togethith its subsidiaries unless the context otheewequires, generally referred to as the
"Company" or "Registrant") was incorporated in \tiig in 1974, as a successor to a business foundk2b3.

The Company is the largest provider of weight aarprograms in the world and operates in 30 coasttfirough a network of Company-
owned and franchise operations. At the core obtigness are weekly meetings, in which is preseatadentifically designed program,
incorporating group support and education aboultlneaating patterns, behavior modification and $ibgl activity. The Company has
developed the Weight Watchers program through naootis improvement over its 37-year history andottaed name is recognized globally
today as the standard for healthy, safe and dae\iireight control. Careful management of the bidadtity and reputation is a fundamental
element of the Company's long-term success. Thep@oynbelieves that the combination of its brandgedtion, extensive global network
and 8,600 classroom leaders in Company-owned apesgbrovide a significant competitive advantage.

Throughout its history, the Company has basedrdgnam on four core elements: group support, benawodification, diet and exercise. T
group support system remains the cornerstone methpieesenting the program. Group support assistsiners in dealing with issues such as
depression-eating and habitual eating behaviors. Support is offered through meetings that areratdtive and encourage learning through
group activities and discussions. Members leaategjies from leaders who have learned how to lasghtzand maintain their weight loss on
the program. These leaders are trained to resgomember needs by using internally developed tegtas and actively modeling the
Company's principles. The group support systemimoeas throughout the maintenance period of theraragvhen members learn how to ¢
within their appropriate weight range.

Behavior modification and education on eating sabéve also always been key elements of the prodvintivation, education and support
are used to help members manage their weight acldaiage their habits. Members are taught how td ereovercome these challenges.
Discussions on topics such as staying motivateeeating and managing stress offer valuable ingigttprovide the reassurance that no one
must diet alone.

Exercise is an important component of weight mamege and the Company's overall program to lose hteld.S. members currently recel
The Weight Watchers Activity Guide which is desigrie promote exercise and activity outside of lssroom. It is consistent with the
recommendations for physical activity outlined lttbthe Center for Disease Control and Preventimhtae American College of Sports
Medicine. International members receive similarlmalions.

The final key element of the program is diet whigkiescribed in detail below. The diets are baselealthy food selection rather than
prepackaged meals. This allows members to tailor



and modify their diet to their personal tastesorider to keep the diets at the forefront of welghks science, each diet is designed in
consultation with doctors and other scientific &dvs. The Company continually strives to improgeiets by periodically testing, then
introducing new features.

In 1996, the United Kingdom subsidiary developed #mroduced 1-2-3 Success, a state-of-the-artdéatagement system that helps
participants manage their calorie intake througingple and flexible POINTS system. Unlike some cetimg diets, 1-2-3 Success allows
participants to eat regular meals instead of pregged servings, allowing members freedom to cheds they eat. In 1997, the 1-2-3
Success diet was successfully rolled out to séietnational operations, North American franchiaed North American Company-Owned
("NACQO") operations. 1-2-3 Success features theNA@I food system, which is based on a formula invgjcalories, fat and fiber. The
formula for POINTS differs from country to countryorder to suit local tastes, as well as packabeling differences between countries.
Today, 1-2-3 Success remains the cornerstone c@adngpany's diet program.

In 1996, local management in Europe successfulgldped a diet called Success Signals based oeem-gyellow-red food selection system.
Success Signals helps guide dieters to low fatfggoeen) instead of high fat foods (red). Thigesysis similar to 1-2-3 Success in that it
does not require weighing of portions. In the &lR000, the Company introduced POINTS into ele€@entinental European countries as a
program innovation.

The Company works closely with doctors, scientistd nutritionists to ground the program in sciéntifnd medically sound principles of
weight control. As part of the program, the Compengponsoring a two-year scientific study to qifgribe health benefits of its program as
compared to self-help dieting. The Company beliglias the publication of this study will serve taceurage a greater number of employers
and health insurance companies to partner with tieerover or reimburse the cost of joining the Wie¢ld/atchers program.

The Company uses several delivery methods as asteamovide services to its customers. At the obthe business is the classroom
meeting, which members attend to learn the key htéass techniques, to celebrate their successatliter dieters, and to receive motivation
and group support. An estimated 8,600 classroodelsaun the meetings and educate members ondhess of successful and sustained
weight loss. Field management and current lead®rstantly identify new leaders among members withng interpersonal skills, personal
and communication skills. Leaders are part-timeleyges and earn an hourly wage and commissionsltmssales. The program is
presented in a series of weekly classes which geavae hour in duration. Classes are conveniealigduled throughout the day. Classes are
held in either leased locations, such as spadeopiping malls, or in meeting rooms typically renfeain civic or religious organizations.

Typically, classes begin with registration and aglhian where the weight change of attendees sineie last session is noted in their
attendance book which serves as a permanent rettnd participants' progress. Leaders are traio@hgage the members at the weigh-in to
talk about their weight control efforts during theevious week and provide encouragement and adviaking them feel at ease. After the
weigh-in, the leader introduces the class. Patti@tlass is educational, where the leader usesparanecdotes, games or open questions to
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demonstrate some of the core aspects of weightdash as self-belief and discipline. During anotbeert of the class, the leader focuses on a
variety of topics, such as achievements people heade in the prior week and celebrating and apptausliccesses. Participants who have
reached their weight goal are singled out for thegsomplishment. Discussions can range from dealittya holiday office party to making
time to exercise. The leader encourages substatdis participation and promotes supporting prtedand materials as appropriate. At the
end of the class, new members are given specaingtin the current diet plan.

Generally, group leaders help set a member's weigditwithin a healthy range by using a body madsx. When members reach their
weight goal and maintain it for six weeks, theyiaeh lifetime member status. This gives them theilpge to attend the Company's meeti
free of charge as long as they maintain their weigithin a certain range. Successful members adsotne eligible to apply for class leader
positions.

The At Work program was designed to address thghwéoss needs of people in the workforce by ofrggain-site in their place of
employment. This program represents a significamdunt of total revenue for NACO operations andxigaading in other countries.
Employees can attend the At Work program meetingsare held either before work, during lunch hparsafter work. At Work is
particularly popular in the United States as emeésy and increasingly employers, are receptiveadteight Watchers classes in the work
place. In many cases, employers subsidize emplogdieipation and typically provide meeting spadgthaut charge. The Community
Meetings program was designed to meet the neegisogdie in rural areas that would otherwise be wnabbkupport traditional meetings.
Members in Community Meetings prepay for a serfeseetings to ensure adequate enrollment.

The Company provides additional programs designegdople who, either through circumstance or pebpreference, do not wish to attt
the traditional classes. The At Home daedfp program was developed to provide guidancesapgort needed to lose weight without havin
attend classes.

In Australia, the Company is marketing the Guthustail-order program which has been scientificadsigned for male weight control.
Customers who order this program receive audiottessand literature. In France, the Company alscah@ne-On-One program which offers
members supplemental private tutoring.

In addition to meetings, the Company generatediaddi revenues through product sales. In the cdass operations, the Company sells
books, CD-Rom's, 1-2-3 Success POINTS calculat@althy snack bars and other items.
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GENERAL

Members have demonstrated strong loyalty towared\kight Watchers program, which is characterized highly predictable pattern of
repeat consumer behavior. The Company believeguhlty and flexibility of its program helps atttaand retain new members and
contributes to significant repeat enroliments. @itlee Company's 37-year operating history, the Gomifhas created a powerful referral
network. An important source of new members isugtoreferrals from existing or prior members. Thaemeincentive programs for member
referrals, such as the bring a friend promotiortheneight month period ended December 30, 20Q@papnately 3.2 million people enrolled
in classes worldwide.

The Company's business is heavily reliant on margetnd promotion. Advertising supports the threg &nroliment-generating seasons
during the year: winter, spring and fall. In adalitito enhancing brand image and awareness, adwgrigssdesigned to motivate both former
members and its potential members to take immediztten and join the program. Media investmentsadioeated on a market-by-market
basis, as well as by media vehicle (televisionioatiagazines and newspaper), taking into accawtt sharacteristics as penetration, market
vitality, media efficiencies and effectiveness.datrmail is a critical element of the Company'skating mix because it targets former
members who account for the majority of the Com{mattendance.

The focus of the Company's public relations efftatat the grass roots level. Leaders and sucdessimbers engage in local promotions,
information presentations and charity events tormie Weight Watchers and demonstrate the progrfficacy. Public relations programs
are specifically designed to facilitate this tydgumomotion. For many years, the Company has uskxbdties to promote and endorse the
program. Since 1997, the Company has retained $anajuson, the Duchess of York, to promote and rsedine program in North America.
Her contract, recently renewed for two years, netguher to devote approximately 25 days per yeactivities such as appearances at major
events and filming television advertisements.

The most popular payment structure is a "pay-asg@uarrangement without contracts, although thex@any also offers discounted pre-pay
options. A new member pays an initial registrafiesm and then a weekly fee for each class atteradéugh free registration is often offered
as a promotion.

In 1996, a new pricing structure, called Libertyyiatly, was developed in France. Liberty/Loyalty yides members the option of committing
to consecutive weekly attendance and paying a loveekly fee with penalties for missed classes.ayirmg a higher weekly fee without the
missed meeting penalties. Following the succegsfidduction in France, the Liberty/Loyalty pricipdan was rolled out to most of the res
Europe and, following a successful test marketingas rolled out to the Company's NACO operatimn8pril/May 1999.
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COMPANY OWNED OPERATIONS

The Company's NACO operations consist of approetydlt,300 meeting locations, that generated $1diillion in revenue, including
product sales, for the eight month period endeceBder 30, 2000. In 1997, NACO operations were uetired by eliminating the
prepackaged meals program, improving customer@eruestoring employee morale and introducing 1&18cess and Liberty/Loyalty
programs. In connection with the elimination of girepackaged meals programs, the Company elimimated$18.0 million in costs. NACO
attendance has increased in the last several yAGO attendance was 8.9 million in the eight mgmhiod ended December 30, 2000.

International Company-owned operations consisppfaximately 7,600 meeting locations in 15 coustietside of the United States. In the
eight month period ended December 30, 2000, thesetons attracted 13.5 million attendees and rgée@ meeting fee revenue of $122.9
million.

In the eight month period ended December 30, 200Be United Kingdom, there were on average 5y880kly meetings in 4,200 different
locations, with approximately 97% in third-partédgions, such as meeting rooms rented from cigénizations and church halls. In the rest
of Europe, there were on average 3,900 weekly mgeth 2,630 different locations, with approximat®6% in third-party locations. In
Australia/New Zealand, there were on average 1v@3tkly meetings in 794 different locations, wittpegximately 97% in third-party
locations.

INTERNATIONAL OPERATIONS

The Company's international operations are subjecértain customary risks inherent in carryingooisiness abroad, including the risk of
adverse currency fluctuations.

FRANCHISE OPERATIONS

The Company operates its domestic and internatimnsihesses through a combination of Company-ovanddranchise operations. Over the
last 37 years, the Company has developed a strang @f franchisees throughout the world. Therefiaechise operations in 15 countries,
including the United States. The Company estimiiasin the eight month period ended December 800 2these franchised operations
attracted attendance of 16.7 million.

Franchisees are responsible for running classrqmemations in their territory using the Company deped program. Franchisees are obliged
to adhere strictly to the program content guideljiveith the freedom to control pricing, locationpgerational structure and local promotions.
Franchisees have the option to buy approved mediseafrom the Company or from other vendors totsethembers. Franchisees are
required to keep accurate attendance recordsthatuaited on a periodic basis. Most franchiseegents are in perpetuity and can only be
terminated upon a material breach or bankruptdhefranchisee.

The Company provides a central support systemhioptogram and the brand. It also produces ansl gedgram and marketing material to
the franchisees. Franchisees provide local



operational expertise, advertising and public rete. The franchise owners are close to the busiaed generally participate actively in all
aspects of the business. Franchisees typicallagag equal to 10% of their meeting fee revenues.

LICENSING

Another source of revenue for the Company is geedr@arough the licensing arrangements with thadips. Under an agreement between
the Company and a third-party publisher, the Commpaanted the publisher the exclusive right toits&rademarks in developing,
publishing, licensing, selling and distributing lspaudio products, video products, calendarspeecards and other products for sale at
meetings, book clubs and retail stores. The pubibblds this exclusive license through Octoberl20 return for this license, the publisher
agreed to pay a non-returnable fee and certaininggoyalties.

Weight Watchers Magazine was published in North Acaeand the United Kingdom by Southern Progresstgnthe Company in Australia.
The Company reacquired all rights to publish thegg®ane, including in North America and the Unitethi¢g@dom, by an agreement dated
February 18, 2000 and it has introduced a new nigaz May 2000. Southern Progress still has thdusive right to publish Weight
Watchers books through direct response marketing.

The Company has entered into an ongoing licenglagionship with Heinz to develop and market theéghtWatchers brand for certain food
products. Under the agreement, the Company resdlifsod licenses except that Heinz retains anwesiee, royalty-free global license to use
the brand for certain food categories, includirazén foods, soups, condiments, canned fish ancedapasta. Heinz will also receive royalty
payments from an existing portfolio of thipérty licenses for various food products througbf®fter 2004, Heinz will assign those licen
to the Company.

In January 1999, the Company entered into a liognagreement with Warnaco, an established clotblirgyewear manufacturer, to produce a
broad range of Weight Watchers branded shapeweheibnited States and Canada. Under this agreethen€ompany will receive

minimum average royalty payments of $2.1 milliom pear. Warnaco's exclusive license runs through 3L, 2004, and is renewable at
Warnaco's option for an additional five years.

TRADE NAMES AND TRADEMARKS

The Weight Watchers brand is recognized worldwigkereful management of the Company's brand ideatityreputation is a fundamental
element to its long-term success. As a resultCihimpany constantly monitors and acts as necessgnptect its intellectual property rights.

COMPETITION

The market for weight control includes commerciaight loss programs, self-help weight loss produgisght loss services administered by
doctors, nutritionists and dieticians and weiglssldrugs. Competition among commercial weight pwegrams is largely based on the
effectiveness of the program and price.



The most significant direct competitor in the Udit€éingdom is Slimming World. There are few direontpetitors in the rest of Europe. In
Australia/New Zealand, the Company's closest contgpé$ Jenny Craig. In the United States, the Canypcompetes in the commercial
weight control segment, along with other compasigzh as Jenny Craig, The Diet Workshop and NustSy, although the Company
believes its business platforms are not compar&oleexample, many of the competitors' businessebased on the sale of prepackaged
meals and meal replacements, whereas Weight Watphegram uses group support, education and behawadification to help members
change their eating habits without prepackageddodtde Company believes that weight control iseddng challenge and that quick results
offered by certain of these products are not sughdé¢ and may have negative side effects.

When the diet drugs Phen/Fen and Redux becamegrapul996, many competitors turned to prescriptioug sales as a way to boost
sagging profitability. In September 1997, the Udiftates Food and Drug Administration requestedvitredrawal of fenfluramine (one of t
pharmaceuticals used in "Phen/Fen") and dexfenflura ("Redux") from the U.S. market citing potehliaalth risks. The manufacturer and
distributor of these pharmaceuticals agreed toranddiate recall of these drugs. The resultant negptiblicity and lawsuits over these dr
further weakened these competitors. Two new drags heceived approval from the FDA for the treatnoérobesity. Meridia, approved in
November 1997, and Xenical, approved in April 199@, being marketed to physicians for use in thaiients and directly to consumers.
date, competitors have not turned to the use cktldeugs as part of their offering to clients. Amgrease in competition, including scientific
developments in weight control, new drugs and otbennologies may have a material adverse impati@@ompany.

REGULATION

A number of laws and regulations govern the Com|samgvertising, franchise operations and relatiitis consumers. The Federal Trade
Commission and certain states regulate advertisiisglosures to consumers and franchisees, and @heumer matters. Company custor
may file actions on their own behalf, as a classtberwise, and may file complaints with the FTGtate or local consumer affairs offices
and these agencies may take action on their ouiatimeé or on a referral from consumers or others.

The Company and the FTC have entered into a Coyelatr settling all contested issues raised inmaptaint filed against the Company
alleging that it violated the Federal Trade Cominis#\ct by the use and content of certain adveriets for its weight loss program
featuring testimonials, claims for the program'sc&ss and safety, and statements as to the pregrasts to participants. The Consent Order
does not admit any issue of fact or law or anyatioh by the Company of any law or regulation, dods not involve payment by the
Company of any civil money penalty, damages, oefimancial relief. The Consent Order requiregaiarprocedures and disclosures in
connection with the Company's advertisements afyets and services. The FTC accepted the Consdetr Qmd it became effective as of
December 24, 1997. The Company does not believedmapliance with the Consent Order will have aermat adverse effect on its
consolidated financial position or results of opierss or its current advertising and marketing pcas.
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The Company's foreign operations and franchisealacegenerally subject to regulations of the ajalie country regarding the offer and ¢
of franchises, the content of advertising and prigonoof diet products and programs.

Future legislation or regulations including, withdimitation, legislation or regulations affectiitg marketing and advertising practices,
relations with consumers or franchisees or the Goms food products, could have a material advienpact on the Company.

EMPLOYEES AND SERVICE PROVIDERS

As of December 30, 2000, the Company has approrigna6,100 employees and service providers, of wBi©00 are located in the United
States, 10,500 are located in the United KingdaBQ@are located in Continental Europe and 4,880amated in Australia and New Zeala
107 employees work full-time as management andatipersonnel in the Woodbury, New York offices7 nployees work full-time as
management and support personnel at the regiofiegé®in the three NACO regions, and 238 employeak full-time as management and
support personnel worldwide. Approximately 8,606/&e providers work part-time as leaders and axprately 18,600 work part-time as
receptionists worldwide. None of the service previdor employees are represented by a labor uRf@Company considers its employee
relations to be good.

FORWARD LOOKING STATEMENTS

The information contained in this report, othemtiméstorical information, includes forward-lookistatements including, in particular, the
statements about plans, strategies and prospeits tire headings "Management's Discussion and 8isady Financial Condition and Res|
of Operation," "Industry” and "Business." WordsIsas "may,"” "will," "expect,” "anticipate," "beliey' "estimate,” "plan," "intend" and
similar expressions in this report identify forwdodking statements. These forward-looking statemare based on current views with
respect to future events and financial performaActual results could differ materially from thogmjected in the forward-looking
statements. These forward-looking statements dnjedtuto risks, uncertainties and assumptionsuifinlg, among other things:

- risks associated with the Company's ability tetrtbe Company's debt obligations;

- risks associated with the relative success oketarg and advertising;

- risks associated with the continued attractiverségshe Company's diets;

- competition, including price competition and caatifion with self-help weight loss and medical piargs; and

- adverse results in litigation and regulatory nraftéhe adoption of adverse legislation or regafetj more aggressive enforcement of exis
legislation or regulations or a change in the jptetation of existing legislation or regulations.
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ITEM 2. PROPERTIES

The Company is headquartered in Woodbury, New Yok 35,000 square-foot leased office. Each otlihee NACO regions has a small
regional office. The Woodbury lease expires in 2086 Paramus, New Jersey call center lease expi2i07, and the New York, New York
Weight Watchers Magazine lease expires in 2002.0drapany guarantees the rental commitments for Migtchers.com's office facility.
The Company's remaining North American office lsase short-term. Each country operation also hashead office.

The Company holds its classes either in retailarsrtypically leased spaces in strip malls forsteyms, generally less than five years) or
third-party locations (typically meeting rooms irNviocated civic or religious organizations). heteight month period ended December 30,
2000, there were approximately 1,300 NACO meetirogtions in North America, including approximat880 retail centers and 1,000 third-
party locations. In the United Kingdom, there wapproximately 4,200 meeting locations, with appmadely 97% in thirdearty locations. li
Continental Europe, there were approximately 2@@@ting locations, with approximately 96% in thpdrty locations. In Australia/New
Zealand, there were approximately 794 meeting iocaf with approximately 97% in third-party locat

ITEM 3. LEGAL PROCEEDINGS

The Company is not a party to any material pentbggl proceedings. The Company has had and costhougave disputes with the
Company's franchisees regarding, among other thogrations and revenue sharing, including therjmetation of franchise territories as
they relate to new media. In the opinion of manag@based in part upon advice of legal counseldtiposition of all such matters will not
have a material effect on the consolidated findrat@ements.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
NONE
PART II
ITEM 5. MARKET FOR REGISTRANT'S COMMON STOCK AND RE LATED STOCKHOLDER MATTERS
There is no established trading market for the &eaiit's Common Stock.
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ITEM 6. SELECTED FINANCIAL DATA

In December 2000, the Company elected to chandisdt year to end the Saturday closest to Dece®ib& commencing with the eight
month period ended December 30, 2000. In ordeadilithte timely reporting in prior periods, certdoreign subsidiaries ended their fiscal
years one month prior to the Company's fiscal yearwith no material impact on the consolidatedriirial statements. The one month

has now been eliminated effective April 30, 2000e Tesults of operations for the certain foreiglsadiaries have been adjusted for the eight
month period ended December 30, 2000. This infdondtas been derived from the Company's auditedaimfated financial statements,
unless otherwise stated. This data should be readrijunction with the consolidated financial stadats, related notes and other financial
information included elsewhere in this report.

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SELECTED FINANCIAL DATA
(IN THOUSANDS)

Eight Month Periods Ended Fiscal Years Ended
December December
2000 1999 April April April Ap ril April
(35 Weeks) (34 Weeks) 2000 1999 1998 19 97 1996
(Unaudited)

Revenues, net $273,175 $ 236,974 $399,574 $364,608 $297,245 $29 2,846 $ 323,316
Net income (loss) $ 15,019 $ 23,176 $ 37,759 $ 47,982 $ 23,771 $(2 4,089) $ 21,490
Working capital $ 10,199 $ (9,587) $ (958) $ 91,200 $ 65,792 $6 4,869 $ 83,593
Total assets $ 346,217 $ 327,469 $334,207 $371,434 $370,799 $37 2,997 $393,387
Long-term obligations $ 496,646 $512,890 $500,505 $ 16,664 $ 17,745 $7 1,613 $ 72,950

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
OVERVIEW

The Company is the largest provider of weight aargrograms in the world operating in 30 counttl@®ugh a network of company-owned
and franchise operations. The Company earns resdnueonducting meetings, selling products, calgctommissions from franchisees
operating under its name, and by collecting rogaltelated to licensing agreements.

Domestic and international operations are run tijinca combination of company-owned and franchiseaipd locations. Franchisees
typically pay a royalty fee of 10% of their meetifeg revenues.

A number of factors have affected the Company'smaes and profitability over the last several yelarshe fiscal year ended 1990, Heinz
began introducing and promoting the sale of prepged meals through the NACO network. These chafiogesd group leaders to become
food salespeople and retail managers for food ptsddetracting from their function as role modwsisl motivators for members. These
changes caused a significant drop in customeffaetiisn and employee morale, and NACO's attenddecéned. Prior to the introduction of
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prepackaged meal sales in fiscal year ended 198CXs annual classroom attendance was 12.9 miliahby fiscal year ended 1997,
attendance had dropped to 7.8 million. In contiaghe international operations, where the prepgekl meals sales strategy was not
implemented, attendance remained stable over éniegh As NACO's focus turned to promoting andisglprepackaged meals, program
development began to suffer. In response, the Coynslaifted to a more decentralized management appr@llowing the management of its
international operations to begin to develop tbhein local business strategies and program innawatithis approach was successful and by
1996 international growth began to accelerate hppRREginning in 1997, NACO operations were restuoed by:

- eliminating the prepackaged meals programs,

- introducing 1-2-3 Success and Liberty/Loyalty,

- improving customer service,

- restoring employee morale, - relocating claseas fiixed to rented meeting rooms,
- reducing back office and field headcount, and

- eliminating certain field offices.

The combination of the revitalization of the NoAmerican operation and the continued strong perémee of international business
contributed to the strong growth in revenues amditability. In addition to franchise revenue anshtpany-owned classroom revenues, the
Company also sells to the Company's members afiditshisees ancillary products which complemenprbgram such as points calculat
books, healthy snacks and CD-ROMS.

On January 16, 2001, the Company announced theletarpof the acquisition of certain assets of Weig Enterprises, Inc. ("Weighco"),
one of the Company's largest franchised operatidnish, is located in the Southeastern, South-ckatrd Northwestern United States of
America.

RESULTS OF OPERATIONS

On September 29, 1999, the Company effected aitatiagtion and stock purchase agreement ("the Saetion") with its former parent, H.J.
Heinz Company ("Heinz"). The Company redeemed shafreommon stock from Heinz for $349.5 million.eT$349.5 million consisted of
$324.5 million of cash and $25.0 million of the Quany's redeemable Series A preferred stock. Afierédemption, Artal Luxembourg S.A.
purchased 94% of the Company's remaining commak $tom Heinz for $223.7 million. The recapitalimat and stock purchase was
financed through borrowings under credit facilitgaounting to approximately $237.0 million and bsuing Senior Subordinated Notes
amounting to $255.0 million, due 2009. The balamicihe borrowings was utilized to refinance delstimed prior to the Transaction relating
to the transfer of ownership and acquisition ofrfinority interest in the Weight Watchers businedbat operate in Australia and New
Zealand. The acquisition of the minority interesgtulted in approximately $15.9 million of goodwik. connection with the transaction, the
Company incurred approximately $8.3 million in santion costs which were expensed and $15.9 milliaeferred financing costs. For U
Federal and State tax purposes,
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the transaction is being treated as a taxableusaler Section 338 (h)(10) of the Internal revenodeCof 1986 as amended. As a result, fol
purposes, the Company will record a step-up irtdiRéasis of net assets. For financial reportingppses, a valuation allowance of
approximately $72.1 million was established agatinstcorresponding deferred tax asset of $144.BomilManagement concluded, more
likely than not, this amount would not be utilizedreduce future tax payments. The Company wiltiome to monitor the need to maintain
the valuation allowance in the future periods.

The Company issued one million shares of SeriesefeRed Stock in conjunction with the Transactidolders of the Series A Preferred
Stock are entitled to receive dividends at an ahraie of 6% payable annually in arrears. The Camgeas recorded a $1.0 million dividend
at December 30, 2000. The liquidation preferench®fSeries A Preferred Stock is $25 per shatbelk is a liquidation, dissolution or
winding up, the holders of shares of Series A PrefeStock are entitled to be paid out of the Camyfsaassets available for distribution to
shareholders an amount in cash equal to the $@Bléitjon preference per share plus all accrueduapaid dividends prior to the distribution
of any assets to holders of shares of common stock.

The Transaction has been accounted for as a lesgragapitalization, which had no impact on théohisal book basis of the Company's
assets or liabilities, with the exception of dedertaxes.

During the fourth quarter of the fiscal year end€@7, the Company announced a reorganization atidicéuring program. The
reorganization plan was designed to strengthetmpany's classroom business and improve profiyabihd global growth. Charges rela
to the restructuring were recognized to reflecteki¢ from the Personal Cuisine Food Option inlthted States Company-owned locations,
the relocation of classes from certain fixed retaillets to traveling locations, and other initia8 involving the exit of certain under-
performing businesses and product lines.
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Restructuring and related costs recorded in figeat ended 1997 totalled $51.7 million pretax. @tetharges of $49.7 million were classified
as classroom operating expenses and $2.0 millieelisg, general and administrative expenses.rii&j@r components of the fiscal year
ended 1997 charges and the remaining accrual geimlaws:

Employee Exit Costs
Termination = ----------mosmeeeeee-- e
Non-C ash and Accrued
Asse t Severance Exit Impleme ntation
Write- downs Costs Costs Cos ts Total
Initial charge - 1997 $ 27, 402 $4,723 $ 19,569 $-- $ 51,694
Amounts utilized - 1997 (27, 402) (339) (46) - (27,787)
Accrued restructuring costs -
April 26, 1997 - 4,384 19,523 23,907
Implementation costs - 1998 -- - - 999 999
Amounts utilized - 1998 - (3,709) (8,553) (999) (13,261)
Accrued restructuring costs -
April 25, 1998 -- 675 10,970 - 11,645
Implementation costs - 1999 -- -- -- 32 32
Amounts utilized - 1999 - (186) (3,769) (32) (3,987)
Accrued restructuring costs -
April 24, 1999 -- 489 7,201 - 7,690
Amounts utilized - 2000 - - (2,904) - (2,904)
Accrued restructuring costs -
April 29, 2000 -- 489 4,297 - 4,786
Amounts utilized - Apr 30 - Dec 30, 2000 -- (489) (1,812) -- (2,301)
Accrued restructuring costs -
December 30, 2000 $ - $ - $ 2485 % - $ 2,485

Asset write-downs of $16.9 million consisted priifyaof fixed assets and other long-term asset impants that were recorded as a direct
result of the Company's decision to exit businesséacilities. Such assets were written down basethanagement's estimate of fair value.
Write-downs of $10.5 million were also recognized foireated losses from disposals of classroom invesgppackaging materials and ot
assets related to product line rationalizations@ogess changes as a direct result of the Congedaglsion to exit businesses or facilities.

For the fiscal year ended April 24, 1998, the worké was reduced by approximately 337 employeeger8ece costs included charges
related to both involuntary terminations and voduptterminations. As part of the voluntary termioatagreements, enhanced retirement
benefits were offered to the affected employeess@ramounts were included in the Employee Ternoinand Severance costs componel
the restructuring charge.

Exit costs consist primarily of contract and letesenination costs associated with the Company'sidecto exit the activities described
above. In the eight month period ended
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December 30, 2000, $1.8 million was utilized. Tmaining accrued exit costs will be utilized thrbube fiscal year end 2002.

The results for the fiscal year ended 1998 incluctists related to the implementation of the resiinireg program of $999 thousand pretax,
which were classified as selling, general and aditrative expenses. These costs consist primafriégoter relocation and training. The
results for the fiscal year ended 1999 includedscated to the implementation of the restruomiprogram of $32 thousand pretax, which
was classified as selling, general and adminiseatkpenses. These costs consist primarily of agilme and training costs.

COMPARISON OF THE EIGHT MONTH PERIOD ENDED DECEMBER 30, 2000 TO THE EIGHT MONTH PERIOD ENDED
DECEMBER 18, 1999.

The consolidated financial statements include te®ants of the Company and its wholly-owned subsiés. All material intercompany
accounts and transactions have been eliminateghisotidation. In order to facilitate timely repagiin prior periods, certain foreign
subsidiaries ended their fiscal years one monthr poi the Company's fiscal year end with no matémaact on the consolidated financial
statements. The one month lag has now been eliediregfective April 30, 2000. The results of opayas for the certain foreign subsidiaries
have been adjusted for the eight month period ebaagmber 30,2000. The effect on net income ofetisedsidiaries for the period March
31, 2000 through April 29, 2000 was $1.1 milliordamas adjusted to opening accumulated deficit atl 89, 2000.

Net revenues were $273.2 million for the eight rhqmeriod ended December 30, 2000, an increase6o® $3illion or 15.3% from $237.
million for the eight month period ended Decemb&r11999. Of the $36.2 million increase, $19.5 millwas attributable to domestic
Company-owned classroom meeting fees, $2.5 miftiom franchise revenues, $11.7 million from prodseties, $0.2 and $2.3 million from
licensing, publications, and other royalties ancB3$8illion from foreign Company-owned classroom tragfees.

Domestic Company-owned classroom meeting fee resewere $96.8 million for the eight month periodesh December 30, 2000, an
increase of 25.3% from $77.3 million for the eigiinth period ended December 18, 1999. This incrmedemestic Company-owned
classroom meeting fee revenues was the resulldf22o increase in member attendance as well asaipcrease in meetings fees in the
majority of the Company's NACO markets. Foreign @any-owned classroom meeting fee revenues wer® $&@fion for the eight month
period ended December 30, 2000, an increase of #0f#%$85.0 million for the eight month period edd@ecember 18, 1999. This
performance was a result of a 7.9% increase in@digce offset by negative exchange rate variances.

Domestic and international franchise revenues B&fe7 million for the eight month period ended Daber 30, 2000, an increase of 17.2%
from $15.1 million for the eight month period end@ecember 18, 1999. This increase was primarilyésealt of an increase in member
attendance offset by negative exchange rate vasanc

Product revenues were $66.4 million for the eigbnhth period ended December 30, 2000, an increa®&.4% from $54.7 million for the
eight month period ended December 18,
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1999. This increase in product revenues was priynidue result of increased member attendance am@€tdmpany's strategy to focus sales
efforts on core classroom products.

Royalties from licensing, publications and otherav®5.1 million for the eight month period endeccBaber 30, 2000, an increase of 4%
from $4.9 million for the eight month period endedcember 18, 1999.

Cost of revenues was $139.3 million for the eigbhth period ended December 30, 2000, an increat8.8% from $122.4 million for the
eight month period ended December 18, 1999. Tleigase was primarily the result of an increasedbmuirof meetings to accommodate
attendance growth and increased product saless@rofit margin was 49.0% for the eight month pgremded December 30, 2000 compared
to 48.4% for the eight month period ended DeceriBefl999. The increase in gross profit margin wasarily due to an increase in
attendance per meeting and a change in producwitiixa greater focus on higher margin core products

Marketing expenses were $27.0 million for the eiglointh period ended December 30, 2000, a decré&@s&% from $27.8 million for the
eight month period ended December 18, 1999. Aseeptage of revenue, marketing decreased from 1io7#e eight month period ended
December 18, 1999 to 9.9% for the eight month pleeioded December 30, 2000 as a result of the Coyispefifiorts to improve the
effectiveness of its marketing program.

Selling, general and administrative expenses we2e2hmillion for the eight month period ended Debem30, 2000, an increase of 9.6%
from $29.4 million for the eight month period end2ecember 18, 1999. This increase was partly thaltref an increase in incentive
compensation as well as other professional feasiied. As a percentage of revenue, these costeatsm from 12.4% for the eight month
period ended December 18, 1999 to 11.8% for thiat @ngpnth period ended December 30, 2000.

As a result of the above, operating income was#®ifdllion for the eight month period ended Decem®@r2000, an increase of 34.4% from
operating income of $55.6 million (excluding a dirtee charge of $8.3 million for transaction costsl $1.8 million of discontinued food
royalties) for the eight month period ended Decanil8e 1999.

COMPARISON OF FISCAL YEAR ENDED APRIL 29, 2000 TO FISCAL YEAR ENDED APRIL 24,
1999.

Net revenues were $399.6 million for the fiscalryeaded April 29, 2000, an increase of $35.0 millay 9.6% from $364.6 million for tr
fiscal year ended April 24, 1999 (net of promoticaliowances of $23.0 million and $40.2 millionspectively). Of the $35.0 million
increase, $8.5 million was attributable to domeSienpany-owned classroom meeting fees, $8.8 mifliom foreign Company-owned
classroom meeting fees, $2.6 million from franclismmissions, and $26.9 million from product sakesich were offset by an $11.8 millic
decline in royalties from licensing, publicatiomsid other. The decline in royalties is directhatetl to the discontinuation of food royalties
from Heinz as a result of the Transaction and éeegnition in the fiscal year ended April 24, 129%he present value of the guaranteed
future payments from the Warnaco licensing agre¢matjusting for the discontinued food royalties®if.8 million, net revenues were
$397.8 million for the fiscal year ended April Z800, an increase of 13.5% from $350.6 million (esing $8.7 million from non-recurring
revenue from
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the Warnaco licensing agreement and $5.3 milliomfdiscontinued food royalties) for the fiscal yeaded April 24, 1999.

Domestic Company-owned classroom meeting fee resewere $130.8 million for the fiscal year endedilA39, 2000 an increase of 6.9%
from $122.3 million for the fiscal year ended A@#, 1999 (net of promotional allowances of $5.Wiom and $23.0 million, respectively).
This increase in domestic Company-owned classroeeting fee revenues was the result of a 22% inereamember attendance, partially
offset by lower average meeting fee revenue pendée as a result of the rollout of the Liberty/alby pricing strategy. Foreign Company-
owned classroom meeting fee revenues were $153i@mfor the fiscal year ended April 29, 2000, ianrease of 6.1% from $143.9 million
for the fiscal year ended April 24, 1999 (net ddpotional allowances of $17.4 million and $17.2liwil, respectively). This increase in
foreign Company-owned classroom meeting fee revenas the result of a 6.1% increase in internatiattendance in the UK, Continental
Europe and Australia.

Domestic franchise revenues were $21.3 milliorttierfiscal year ended April 29, 2000, an incredsEldb% from $19.1 million for the fisc
year ended April 24, 1999. This increase in dorndstinchise revenues was primarily the result oihanease in member attendance, du
improved training and support and increased margedffectiveness. Foreign franchise revenues w&i® ifillion for the fiscal year ended
April 29, 2000, an increase of 9.8% from $4.1 noillifor the fiscal year ended April 24, 1999. Tiisrease was primarily the result of a
strong performance in Canada and Ireland.

Product revenues were $84.2 million for the figedr ended April 29, 2000, an increase of 47.0% $57.3 million for the fiscal year end
April 24, 1999. This increase in product revenues wrimarily the result of increased member atteodand the Company's strategy to fc
sales efforts on core classroom products, includigewly introduced nutrition bars.

Royalties from licensing, publications and otherev$4.3 million (excluding $1.8 million from disciimued food royalties) for the fiscal year
ended April 29, 2000, an increase of 10.3% fron® $8illion (excluding $8.7 million from non-recurgrrevenue from the Warnaco licensing
agreement and $5.3 million from discontinued fooyhities) for the fiscal year ended April 24, 1999.

Cost of revenues was $201.4 million for the fisedr ended April 29, 2000, an increase of 12.6%nf$31.78.9 million for the fiscal year
ended April 24, 1999. This increase was primatily tesult of an increased number of meetings toratwdate attendance growth and
growing product sales. Gross profit margin was %®fdr fiscal year ended April 29, 2000 (excluding&million from discontinued food
royalties) compared to 49.0% for the fiscal yeatezhApril 24, 1999 (excluding $8.7 million from noecurring revenue from the Warnaco
licensing agreement and $5.3 million from discoméid food royalties).

Marketing expenses were $51.5 million for the fisear ended April 29, 2000, a decrease of 2.6%1$52.9 million for the fiscal year
ended April 24, 1999 (net of promotional allowano&$23.0 million and $40.2 million, respectiveliihe Company's marketing program
remains unchanged. The decrease of $1.4 millioslégged to amounts expended under
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Heinz's marketing programs in the fiscal year entlpdl 24, 1999 and the discontinuation of food atty related marketing rebate expenses.

Selling, general and administrative expenses wede7dmillion for the fiscal year ended April 29,0 an increase of 3.7% from $48.9
million for the fiscal year ended April 24, 1999s A percentage of net revenues (excluding $1.8milfom discontinued food royalties in
the fiscal year ended April 29, 2000 and excludiBgr million from non-recurring revenue from the Waco licensing agreement and $5.3
million from discontinued food royalties in theda year ended April 24, 1999), these costs werg%2or the fiscal year ended April 29,
2000 compared to 13.9% for the fiscal year endedl 24, 1999. This percentage decrease was duestodntinued benefit of the Company's
restructuring and reorganization program.

As a result of the above, operating income wasZ84llion (excluding a one-time charge of $8.3 ioitl of transaction costs and $1.8 million
in revenue from discontinued food royalties) foe gfear ended April 29, 2000, an increase of 3418 operating income of $69.9 million
(excluding $8.7 million of nomecurring revenue from the Warnaco licensing agergrand $5.3 million from discontinued food royesfj for
the fiscal year ended April 24, 1999.

COMPARISON OF FISCAL YEAR ENDED APRIL 24, 1999 TO FISCAL YEAR ENDED APRIL 25,
1998.

Net revenues were $364.6 million for the fiscalryeaded April 24, 1999, an increase of $67.4 millaw 22.7%, from $297.2 million for tt
fiscal year ended April 25, 1998 (net of promoticaéiowances of $40.2 million and $37.1 millionspectively). Of the $67.4 million
increase, $28.5 million was attributable to done€bmpany-owned classrooms, $14.8 million to fareé@pmpany-owned classrooms, $5.3
million to franchise commissions, $9.8 million tmpucts sales and $9.0 million to royalties frooetising publications, and other. The
increase in royalties was due to the recognitinfiiscal year ended April 24, 1999, of the preseattie of the guaranteed future payments
from the Warnaco licensing agreement. AdjustingttierWarnaco licensing agreement of $8.7 millicet,nevenues were $355.9 million for
the fiscal year ended April 24, 1999, an incredskb8.7 million, or 19.8%, from $297.2 million fdne fiscal year ended April 25, 1998.

Domestic Company-owned classroom meeting fee resewere $122.3 million for the fiscal year endedili, 1999, an increase of 30.4%
from $93.8 million for the fiscal year ended ARbB, 1998 (net of promotional allowances of $23.0iom and $19.5 million, respectively).
This increase in domestic Company-owned classroeeting fee revenues was the result of a 29% iner@amiember attendance. The
Company believes the increase in member attendaaselue to the continued improvement in membesfaation which resulted from the
full year impact of 1- 2- 3 Success and the elimameof its prepackaged meals program. Foreign Gommwned classroom meeting fee
revenues were $143.8 million for the fiscal yeadtashApril 24, 1999, an increase of 11.5% from $Q28illion for the fiscal year ended Ap
25, 1998 (net of promotional allowances of $17.8iom and $17.6 million, respectively). This incesain foreign Company-owned classroom
meeting fee revenues was the result of a 6% inen@aisternational attendance in the UK, contineBtarope and Australia.
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Domestic franchise revenues were $19.1 milliorthierfiscal year ended April 24, 1999, an incredsg2d% from $14.4 million for the fisc
year ended April 25, 1998. This increase in domdsdinchise revenues was primarily the result ofh@rease in member attendance, wt
was due to the full year impact of 1- 2- 3 Succesproved training and support and increase margetifectiveness. Foreign franchise
revenues were $4.1 million for the fiscal year ehderil 24, 1999, an increase of 15.3% from $3.8iam for the fiscal year ended April 25,
1998. This increase was primarily the result ofrargy performance in Canada and Ireland.

Product revenues were $57.3 million for the figer ended April 24, 1999, an increase of 20.6% 4 7.5 million for the fiscal year end
April 25, 1998. This increase in product revenues wrimarily the result of increased member atteodaln addition, the elimination of
approximately two-thirds of items in NACO allowdtetCompany to focus its sales efforts on its cooelyucts.

Royalties from licensing, publications and otherav$9.3 million (excluding $8.7 million of non-reting revenue from the Warnaco
licensing agreement) for the fiscal year ended 1&4#j 1999, an increase of 3.3% from $9.0 millionthe fiscal year ended April 25, 1998.

Cost of revenues was $178.9 million for the fisedr ended April 24, 1999, an increase of 11.8%mf$d60.0 million for the fiscal year
ended April 25, 1998. This increase was attribitdblthe increased levels of attendance. Gros# pnafgin (net of promotional allowances
of $40.2 million and $37.1 million, respectivelyiowever, increased from 46.2% for the fiscal yewmtesl April 25, 1998 to 49.7% (excluding
$8.7 million of non-recurring revenue from the Waea licensing agreement) for the fiscal year enlgd 24, 1999. This increase in gross
margin was due to various factors, including ameéase in attendance per meeting, an increase natibeof third-party locations to total
locations, and a change in product mix with a fomusigher margin core products.

Marketing expenses were $52.9 million for the fisear ended April 24, 1999, an increase of 7.56mf49.2 million for the fiscal year
ended April 25, 1998 (net of promotional allowanoé&$40.2 million and $37.1 million, respectivelihis increase in marketing expenses
was the result of an increase in advertising .

Selling, general and administrative expenses wé&dedmillion for the fiscal year ended April 24,999 an increase of 10.9% from $44.1
million for the fiscal year ended April 25, 1998s A percentage of total revenues, (excluding $8libmof non-recurring revenue from the
Warnaco licensing agreement), these costs decréasad 4.8% for fiscal year ended April 25, 19981&7% for fiscal year ended April 24,
1999. This percentage decrease was due to thenaedtbenefit of the Company's restructuring andgatzation program, which allowed
Company to eliminate certain costs that were netotly associated with its core business, classropenations and related products.

As a result of the above, operating income was2ibllion (excluding $8.7 million of non-recurrirgvenue from the Warnaco licensing
agreement) for the fiscal year ended April 24, 1%808increase of 70.9% from operating income of. $43illion for the fiscal year ended
April 25, 1998.
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LIQUIDITY AND CAPITAL RESOURCES

During the eight month period December 30, 2008 pifimary source of funds to meet working capitgas was cash from operations. Cash
and cash equivalents increased $0.5 million duttiegeight month period ended December 30, 200th €@ass provided by operating
activities were $28.9 million. This was driven Imgieased meeting revenue and strong product €2dsb. flows used for investing and
financing activities were $21.6 and $8.0 millioespectively. The use of cash relating to investictivities was mainly attributable to the
current year's advance to WeightWatchers.com, lagy bf minority interest and capital expenditurdsleithe use of cash for financing
activities was attributable to the payment of pipaton the Company's outstanding debt.

The total cash required to effect the Transactias $496.0 million. The Company funded the Traneacind related costs from available
cash, the proceeds of the notes and $237.0 milimorrowings under the new credit facilities.

Capital spending has averaged approximately $2libomannually over the last three years and hasisted primarily of leasehold
improvements for meeting locations and administeatiffices, computer equipment for field staff aadl centers, and year 2000 upgrades.

The Company is significantly leveraged. As of Deben0, 2000, there was outstanding $470.7 millioaggregate indebtedness. On
January 16, 2001 the Company completed the aciguisif the Weight Watchers franchised territoriad aertain business assets of Weighco
Enterprises, Inc., Weighco of Northeast Inc., aneighico of Southwest, Inc. pursuant to the ternth@fAsset Purchase Agreement, dated as
of December 11, 2000. The purchase price for ty@iaition was $83.8 million. Of this amount, ther@many obtained $60.0 million in
borrowings comprised of a $25 million revolver, $h8lion term A loan and $20 million term D loanefim A and term D loans bear interest
at a rate equal to LIBOR and the revolver beaer@st at a rate equal to prime.

The Company believes that cash flow from operadictiyities, together with borrowings available unthe revolving credit facility, will be
sufficient to fund its currently anticipated capitavestment requirements, debt service requiremant working capital requirements. Any
future acquisitions, joint ventures or other simttansactions will likely require additional cagdiind the Company cannot be certain that any
such capital will be available to it on acceptaielens, or at all.

The Company's credit facilities provide senior seduinancing of up to $267.0 million, consistinfgtioe $75.0 million term loan A facility
with a maturity of six years, the $75.0 millionrtetoan B facility with a maturity of seven yearset$87.0 million transferable loan certificate
facility with a maturity of seven years, and a $B@illion revolving credit facility. The Companyelw the full amount of the term loan A
facility, the term loan B facility and the transdbie loan certificate facility upon closing of tiieansaction. The revolving credit facility
commitment will terminate six years from the datéhe closing of the credit facilities.

The term loan A facility, the term loan B facilitihe transferable loan certificate facility and theolving credit facility will initially bear
interest, subject to performance based stepdowpigcaple to the term loan A facility and the revioly credit facility, at a rate equal to (a) in
the case of the term loan A facility and the revrggveredit facility, LIBOR plus 3.25% or, at the @pany's option, the alternate base rate (as
defined in the credit facilities) plus
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2.25%; or (b) in the case of the term loan B faciind the transferable loan certificate facilllyBOR plus 4.00% or, at the Company's
option, the alternate base rate plus 3.00%.

In addition to paying interest on outstanding ppatunder the credit facilities, the Company iguieed to pay a commitment fee to the
lenders under the revolving credit facility witrspect to the unused commitments at a rate eq@eb@36 per year.

The notes will mature in 2009. The Company's oliliges under the notes are subordinate and junidgi of payment to all of its existing
and future senior indebtedness, including all ineébess under the credit facilities. The indentuesfict, among other things, its ability to
incur additional indebtedness, issue shares otidigopd stock and preferred stock, pay dividendmake certain other restricted payments
and enter into certain transactions with affiliat®sd impose certain restrictions on the abilityt®Eubsidiaries to pay dividends or make
certain payments to the Company, merge or congsliddh any other person or sell, assign, transéase, convey or otherwise dispose of all
or substantially all of its assets.

In addition, the Company has one million shareSexfes A Preferred Stock issued and outstanding avireference value of $25.0 million at
December 30, 2000. Holders of Series A Preferredkstre entitled to receive dividends at an anratel of 6% payable annually in arrears.

The Company's ability to fund its capital investineaguirements, interest, principal and dividengrmpant obligations and working capital
requirements and to comply with all of the finahciavenants under its debt agreements dependsdbdimpany's future operations,
performance and cash flow. These are subject t@pireg economic conditions and to financial, besia and other factors, some of which
beyond its control.

OTHER MATTERS

In June 1998, the FASB issued SFAS No. 133, "Actingrfor Derivative Instruments and Hedging Actieg". This statement established
accounting and reporting standards for derivatiggruments. The statement requires that an eetitygnize all derivatives as either assets or
liabilities in the statement of financial positiand measure those instruments at fair value. Ie 3989, the FASB issued SFAS No. 137,
"Accounting for Derivative instruments and Hedgigfivities-Deferral of the Effective Date of Statent 133," which postponed the
adoption date of SFAS No. 133. As such, the Comjmmgquired to adopt the statement effective Janbia2001. Management has not yet
determined the impact adoption will have on the @any's financial position or results of operations.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

The Company is exposed to foreign currency fluédmatand interest rate changes. The Company's esets market risk for changes in
interest rates relates to the fair value of longatéixed rate debt and interest expense of variedtie debt. The Company has historically

21



managed interest rates through the use of, atohigsterm debt is currently composed of, a combinatibfixed and variable rate borrowing
Generally, the fair market value of fixed rate defit increase as interest rates fall and decreasaterest rates rise.

Based on the overall interest rate exposure o€tmpany's fixed rate borrowings at December 3002000% change in market interest
rates would have less than a 5% impact on theséire of the Company's long-term debt. Based omabig rate debt levels at December 30,
2000, a 10% change in market interest rates woaNe kess than a 5% impact on the Company's intexgense, net.

Other than intercompany transactions between isedtic and foreign entities and the portion ofribees which are denominated in euro
dollars, the Company generally does not have s@amif transactions that are denominated in a coyrether than the functional currency
applicable to each entity.

The Company enters into forward and swap conttadi€dge transactions denominated in foreign caiesnn order to reduce the currency
risk associated with fluctuating exchange rateshSwntracts are used primarily to hedge certaaréompany cash flows and for payments
arising from certain foreign currency denominatbtigations. Realized and unrealized gains and fB®sen instruments qualifying as hedges
are included in net income for the period.

Fluctuations in currency exchange rates may algaainthe Company's stockholders' equity. The assetdiabilities of the Company's non-
U.S. subsidiaries are translated into U.S. dobathe exchange rates in effect at the balancd dage Revenues and expenses are translatec
into U.S. dollars at the weighted average exchaaggefor the year. The resulting translation adfgstts are recorded in stockholders' equity
as accumulated other comprehensive income (lasgddition, fluctuations in the value of the eurtl sause the U.S. dollar translated
amounts to change in comparison to prior periodsraay impact interest expense. Furthermore, thepgaomwill revalue the outstanding

euro notes at the end of each period, and thetigehange in value will be reflected in the in@statement of the corresponding period.

Each of the Company's subsidiaries derives reveanigsncurs expenses primarily within a single ¢oyrand consequently, does not
generally incur currency risks in connection witle tonduct of normal business operations.

The Company uses foreign currency forward contracisore properly align the underlying sourcesasftcflow with debt servicing
requirements. At December 30, 2000, the Companydragterm foreign currency forward contracts rgable with notional amounts of
USD 44.0 million and EUR 76.0 million offset by &gn currency forward contracts payable with nadlamounts of GBP 59.2 million and
USD 21.9 million.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

This information is incorporated by reference te tEonsolidated Financial Statements and Notegames F-1 through F-39, together with
the report thereon of PricewaterhouseCoopers LLpage F-38.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
NONE.
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PART 1lI
ITEM 10. EXECUTIVE OFFICERS AND DIRECTORS OF THE CO MPANY

The following table sets forth certain informatiooncerning each of the Company's executive officiltofficers serve at the pleasure of the
Board of Directors.

Name Age  Position

Linda Huett............... 56 President and Ch ief Executive Officer

Thomas S. Kiritsis........ 56 Vice President a nd Chief Financial Officer
Robert W. Hollweg......... 58 Vice President, General Counsel and Secretary
Clive Brothers............ 47 Chief Operating Officer, Continental Europe
John Dennis............... 44 General Manager, United Kingdom

Robert Mallow............. 43 Vice President, NACO Operations

Scott Penn................ 29 Vice President, Australasia

Raymond Debbane........... 45 Chairman of the Board

Jonas M. Fajgenbaum....... 28 Director

Kent Q. Kreh.............. 64 Director
Sacha Lainovic............ 44 Director
Richard Penn.............. 55 Director

Christopher J. Sobecki....42 Director

Linda Huett. Ms. Huett is the President and Chieddutive Officer as well as a Director of the ComypaMis. Huett joined the Company in
1984 as a classroom leader. Ms. Huett was prontoteddK. Training Manager in 1986. In 1990, Ms. Hugas appointed Director of the
United Kingdom operation and in 1993 was appointee President of Weight Watchers U.K. Ms. Huetidjrated from Gustavas Adolphus
College and received her Masters in Theater frome Yaiversity.

Thomas S. Kiritsis. Mr. Kiritsis is Vice Presideartd Chief Financial Officer. Mr. Kiritsis joined¢iCompany in May 2000. From June 1994
to April 2000, he was Senior Vice President of Rz®of Olsten Corporation. Mr. Kiritsis receive@®.A. in Accounting from Hofstra
University and is a Certified Public Accountant.
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Robert W. Hollweg. Mr. Hollweg is Vice Presidenteieral Counsel and Secretary. He joined the Comipah969 as an Assistant Counse
the Law Department. He transferred to the Heinz Deepartment subsequent to the acquisition of the@amy by Heinz in 1978 and served
there in various capacities. He rejoined the Comyadter its acquisition by Artal in September 1988. Hollweg graduated from Fordham
University and received his Juris Doctor degreenffeordham University School of Law. He is a memiifethe American and New York
State Bar Associations and a former Presidenteofrtternational Trademark Association.

Clive Brothers. Mr. Brothers is Chief Operating i0éfr, Continental Europe and United Kingdom. MrotBiers joined the Company in 1985
as Marketing Manager, U.K. In 1990, Mr. Brotherssvappointed General Manager, France. Mr. Brothesrsived a B.A. from Leeds
Polytechnic in England and a Diploma in Marketingnfi the Chartered Institute of Marketing.

John Dennis. Mr. Dennis is General Manger, Weighatdhers (U.K.) Limited. Mr. Dennis was appointedhis position in 1999. He joined
Weight Watchers (U.K.) Limited in 1992 as Head ofdnce, having previously worked for Nabisco Brahtik and Grand Metropolitan
Foods Ltd. Mr. Dennis qualified as a member of@artered Institute of Management Accountants 8419

Robert Mallow. Mr. Mallow is Vice President, NACOpérations. He joined Weight Watchers Internatiohad, in 1983 as Northeastern
Regional Manager, Franchise Department. In Janl@8%, Mr. Mallow was promoted to National Franchi4gnager, Weight Watchers
International Inc. In April 1987, he became Vice$ident, General Manager Business Operations, Weigkchers of Syracuse, Inc. In
November 1991, Mr. Mallow was promoted to Regidfiald Director, Weight Watchers North America, Iht.September 1996, Mr. Mallo
was appointed to his present position. Mr. Mall@eeaived a B.A. in Economics from the State Univgrsf New York at Cortland and an
M.B.A. from the State University of New York at Bjhamton.

Scott Penn. Mr. Penn is Vice President, Australapirations. Mr. Penn joined the Company in 1994 barketing Services Manager in
Australia. In 1996, Mr. Penn was promoted to Grbigrketing Manager in Australia and in 1997 he waspted to General Manager-
Marketing & Finance. In 1999, Mr. Penn was promdtedis present position.

Raymond Debbane. Mr. Debbane became Chairman &ahed upon completion of the Transaction. Mr. Deeldbis a co-founder and
President of Invus. Prior to forming Invus in 198%, Debbane was a manager and consultant for TsoR Consulting Group in Paris,
France. He holds an M.B.A. from Stanford Graduatieo8! of Business, an M.S. in Food Science and fi@olgy from the University of
California, Davis and a B.S. in Agricultural Sciescand Agricultural Engineering from American Ungity of Beirut. Mr. Debbane is
director of Artal Group S.A., Ceres, Inc., Finahdiachnologies International Inc., Nellson Neutr#ézals, Inc. and the Advisory Board of
Oxford BioScience Partners and also served asatdirof Keebler Foods Company from 1996 to 1999.

Jonas M. Fajgenbaum. Mr. Fajgenbaum became a Birepbn completion of the Transaction. Mr. Fajgambas a director at Invus. He
joined the firm in 1996. Prior to joinin
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Invus, Mr. Fajgenbaum was a consultant for McKin&e@ompany in New York from 1994 to 1996. He graigabawith a B.S. from the
Wharton School of Business and a B.A. in Econorfrm® the University of Pennsylvania in 1994.

Kent Q. Kreh. Mr. Kreh, a Director since 1997, sghas President and Chief Executive Officer of WeWyatchers International, Inc. from
1997 to 1999. He joined Weight Watchers in 197®Masketing Director and was named Executive Vicesiient and Publisher of Weight
Watchers publications in 1983. Prior to joining empany he was employed by General Mills, Brigers and Ford Motor Company. Mr.
Kreh received his B.A. from the University of Migsg Columbia. Mr. Kreh is a board member of thédRuHealth Research Institute, New
York City, the American Obesity Association, Wagtom D.C. and the American Heart Association, NewkYCity. Mr. Kreh resigned as a
member of the Board of Directors effective Octob2y2000.

Sacha Lainovic. Mr. Lainovic became a Director upompletion of the Transaction. Mr. Lainovic isa&founder and Executive Vice
President of Invus. Prior to forming Invus in 198%, Lainovic was a manager and consultant forBbston Consulting Group in Paris,
France. He holds an M.B.A. from Stanford Graduatieo®! for Business and an M.S. in engineering finsa de Lyon in Lyon, France. Mr.
Lainovic is a director of Financial Technologieseimational Inc., Nellson Nutraceuticals, Inc., &alta Radio, and also served as a director
of Keebler Foods Company from 1996 to 1999.

Richard Penn. Mr. Penn became a Director upon cetiopl of the Transaction. From 1984 to 1999, MnrP&as Managing Director of
Weight Watchers Australia. Mr. Penn began his canglh McCann Erickson in advertising and joined thoca-Cola Company (Australia) in
1968. Mr. Penn served as the first President ofrtternational Weight Watchers franchise Assocrafiom 1993 to 1995. Richard Penn is
father of Scott Penn.

Christopher J. Sobecki. Mr. Sobecki became a Diragbon completion of the Transaction. Mr. Sobeakijanaging Director of Invus, join
the firm in 1989. He received an M.B.A. from Ham@&usiness School. He also obtained a B.S. in knidl&ngineering from Purdue
University. Mr. Sobecki is a director of Nellson Imaceuticals, Inc. Financial Technologies Intdovadl Inc. and iLife, Inc. He also served
director of Keebler Foods Company from 1996 to 1998

BOARD OF DIRECTORS REPORT ON EXECUTIVE COMPENSATION PROGRAMS

The Board of Directors oversees the CompensatiogrBms of the Company, with particular attentioth® compensation for the Company's
Chief Executive Officer and the other Executivei€Hfs. It is the responsibility of the Board of &itors to review, recommend and approve
changes to the Company's compensation policiebenefits programs, to administer the Company'skgitans, including approving stock
option grants to executive officers and certaireotock option grants, and to otherwise ensurktiigaCompany's compensation philosophy
is consistent with the Company's best interestdspdoperly implemented.
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The compensation philosophy of the Company is)tpr(ivide a competitive total compensation packageenables the Company to attract
and retain key executive and employee talent neexladcomplish the Company's goals and (ii) diyelatk compensation to improvements
in the Company's financial and operational perforoea

Total compensation is comprised of base salaryy bash and noncash incentive compensation, arasedion the Company's financial
performance and other factors and is deliveredutiitaa combination of cash and equity-based awaids.approach results in overall
compensation levels which follow the financial periance of the Company.

The Board of Directors reviews each senior exeeutiificer's base salary annually. In determiningrapriate base salary levels,
consideration is given to the officer's impact legeope of responsibility, prior experience, pstomplishments, and data on prevailing
compensation levels in relevant executive laborketsr

The Board of Directors believes that granting stopiions provides officers with a strong economiefest in maximizing shareholder rett
over the longer term. The Company believes thapthetice of granting stock options is criticakétaining and recruiting the key talent
necessary at all employee levels to ensure the @oygcontinued success.

The Board of Directors will continue to monitor tBempany's compensation program in order to mairted proper balance between cash
compensation and equity-based incentives and masider further revisions in the future, althougtsiexpected that equity-based
compensation will remain one of the principal comgats of compensation.
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ITEM 11. EXECUTIVE COMPENSATION

The following table sets forth, for the eight mop#riod ended December 30, 2000, and for the figeals ended April 29, 2000 and April
1999, the compensation paid to the Company's Rnesahd to each of the next four most highly conspéad executive officers whose total
annual salary and bonus was in excess of $100,000.

LON G-TERM
COMPE NSATION
ANNUAL AWA RDS (1)
COMPENSATION SECU RITIES
UNDE RLYING ALL OTHER
SALARY BONUS OPT IONS COMPENSATION
NAME AND PRINCIPAL POSITION YEAR (%) (%) (NO. AWARDED)  ($)(2)
LINDA HUETT Decembe r 30, 2000 171,166 283,351 30 ,000 75,608
President & Chief Executive Officer April 2 9, 2000 183,750 215,159 71 ,385 288,905
April 2 4, 1999 138,574 219,435 40 ,000 -
THOMAS S. KIRITSIS Decembe r 30, 2000 130,798 160,035 71 ,385 26,747
Vice President & Chief Financial Officer.
CLIVE BROTHERS Decembe r 30, 2000 105,638 154,215 - 13,693
Chief Operating Officer April 2 9, 2000 143,423 158,597 71 ,385 12,908
Continental Europe & United Kingdom...... April 2 4, 1999 138,574 219,435 40 ,000 --
ROBERT MALLOW Decembe r 30, 2000 104,776 124,010 - 22,642
Vice President April 2 9, 2000 162,839 79,244 71 ,385 10,005
Weight Watchers North America............ April 2 4, 1999 124,380 213,547 35 ,000 27,218
ROBERT HOLLWEG Decembe r 30, 2000 100,010 100,013 71 ,385 36,328
Vice President
General Counsel & Secretary..............
JOHN DENNIS April 2 9, 2000 108,702 112,338 17 ,846 9,710
General Manager April 2 4, 1999 89,667 48,871 500 7,998
United Kingdom.........cccccvvvvennins
STEPHANIE KONECOFF April 2 9, 2000 126,792 65,828 71 ,385 10,021
Vice President April 2 4, 1999 121,266 165,830 11 ,000 10,000
Franchise Business Relations.............
KENT KREH(3) April 2 9, 2000 118,385 - -- -
President And Chief Executive April 2 4, 1999 231,048 651,511 90 ,000 140,552
OffiCer. v

(1) Awards of stock were made to the named exeesitiRrior to 9/29/99, options were granted to #ed executives under the H.J. Heinz,
1996 Stock Option Plan. Subsequent to 9/29/99pngtivere granted to named executives under the 3828% Purchase and Option Plan of
Weight Watchers International, Inc. and Subsidsaard WeightWatchers.com Stock Incentive Plan ofgiMtéNatchers International, Inc.
and Subsidiaries.

(2) Includes amounts contributed under the Weightdhers 401(k) Savings Plan and the Weight WatdkersQualified Executive Profit
Sharing Plan of $57,949 for Ms. Huett, $22,159Mr Kiritsis, $18,047 for Mr. Mallow, $10,021 for 8 Konecoff and $29,086 for Mr.
Hollweg. Includes contributions to the UK PensidarPof $10,281 for Mr. Brothers. Also includes algase expense for named executives.

(3) Mr. Kreh resigned his position as President @hef Executive Officer from Weight Watchers Intational as of 9/29/99.
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In December 1999, the Board of Directors adopted'1999 Stock Purchase and Option Plan of Weightkéas International, Inc. and
Subsidiaries" pursuant to which selected employe=e afforded the opportunity to purchase sharéseoCompany's common stock and/or
were granted options to purchase shares of the @wy'gocommon stock. The number of shares avaifabigrant under this plan is 1,200,(
shares of authorized common stock of the Compahg.féllowing table sets forth certain informati@yarding options granted during the
eight month period ended December 30, 2000 to dneedl executive officers under the Weight Watchetesrhational, Inc. and Subsidiaries
Option Plan.

Weight Watchers Interna tional, Inc. and Subsidiaries Option Grants
for the eight month per iod ended December 30, 2000

Individual Grants

Number of  Percen t of Total
Securities Op tions
Underlying Gra nted to Exercise or Grant D ate
Options Emplo yees in Base Price  Expiration  Prese nt
Name Granted(1) Fisca I'Year(2) ($/Shares) Date Valu e($)(3)
Linda Huett . .......... 30,000 28 .6% $10.00 7/4/10 $138 ,600
Thomas S. Kiritsis. . . . .. .. 60,000 57 1% $10.00 6/14/10 $279 ,000

(1) Options were granted during the eight monthgaeended December 30, 2000 pursuant to the tefhe mption plan. No options under
the plan were exercised during the eight monthopegnded December 30, 2000. Options are exercibalkd on vesting provisions outlined
in the agreement.

(2) Percentage of total options granted are baseddtal grants made to all employees during thateigonth period ended December 30,
2000.

(3) The estimated grant date's present value exméted using the Blacgcholes model. The adjustments and assumptiongpioiaied in th
Black-Scholes model in estimating the value of the gramtiside the following: (a) exercise price of optsoequals the fair market value of
underlying stock on the date of grant; (b) optienrt 10 years; (c) dividend yield and volatility@¥o; and (d) a risk free interest rate ranging
from 6.20% to 6.26%. The ultimate value, if any,omtionee will realize upon exercise of an optiah depend on the excess of the market
value of the Company's common stock over the esenaiice on the date the option is granted.
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In April 2000, the Board of Directors adopted théeightWatchers.com Stock Incentive Plan of WeiglattéMers International, Inc. and
Subsidiaries" pursuant to which selected employe=e granted options to purchase shares of comtook sf WeightWatchers.com, Inc.
that are owned by the Company. The number of steasaitable for grant under this Plan is 400,000ahaf authorized common stock of
WeightWatchers.com, Inc. The following table setsH certain information regarding options grandeding eight month period ended
December 30, 2000 to the named executive officedeuthe WeightWatchers.com Option Plan.

WeightWatchers.com Opt ion Grants for
the eight month period ended December
30, 2000.

Individual Grants

Perce nt of
Tot al
Number of Opti ons
Securities  Grant edto
Underlying Empl oyees Exercise or Gran t Date
Options inF iscal Base Price Expiration Pr esent
Name Granted(1) Yea r(2) ($/Share) Date Val ue($)(3)
Thomas S. Kiritsis. . . . ... 11,385 80% .50 6/14/10 $ 2,619

(1) Options were granted during the eight monthgaeended December 30, 2000 pursuant to the tefhe mption plan. Options are
exercisable based on vesting provisions outlingtienagreement.

(2) Percentage of total options granted are basedtal grants made to Weight Watchers employeésglthe eight month period ended
December 30, 2000.

(3) The estimated grant date's present value eméted using the Blac&choles model. The adjustments and assumptiongpioicied in th
Black-Scholes model in estimating the value ofghents include the following: (a) price paid peashof $.50 (b) option term 10 years; (c)
dividend yield and volatility of 0%; and (d) a rifilee interest rate of 6.26%. The ultimate valfiany, an optionee will realize upon exercise
of an option will depend on the excess of the nark&ie of the Company's common stock over theats@price on the date the option is
granted.
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DIRECTOR COMPENSATION

Kent Q. Kreh and Richard Penn each received $25@09ear for their services as Directors. Othegalors do not receive compensation
except in their capacity as officers or employees.

EMPLOYMENT AGREEMENTS AND SEVERANCE POLICIES

As of August 30, 1996, the Company entered interaployment agreement with Robert Mallow, Vice Rtest of NACO Operations. Mr.
Mallow's employment agreement provides for a batag subject to increases, and for participatioan annual incentive bonus scheme.
Under the agreement, in the event of a terminadfdvir. Mallow's employment by the Company for jesuse (which term is not defined in
the agreement), Mr. Mallow is eligible for salagntinuation for a period of one year from the dzfteesrmination.

The Company is in the process of establishing arseee policy to cover all full-time salaried emyes. It is intended that the severance
policy will provide continuation of base salary famployees for some period of time after an indials employment is terminated under
specified circumstances. The Company is still Bmphocess of establishing the guidelines for tbigp.

EXECUTIVE SAVINGS AND PROFIT SHARING PLAN

The Company sponsors the Weight Watchers SaviragsfBt salaried and eligible hourly employees. T&éned contribution plan provides
for employer matching contributions up to 100%ld first 3% of an employee's eligible compensafidre Savings Plan also permits
employees to contribute between 1% and 13% oftdigiompensation on a pre-tax basis.

The Company has established the Weight Watchersufixe Profit Sharing Plan, which provides a norifjea profit sharing plan for key
management personnel who are not eligible to ppatie in the Weight Watchers Profit Sharing PlamsThonqualified profit sharing plan h
similar features as the Weight Watchers Profit BigalPlan.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT
PRINCIPAL STOCKHOLDERS

The following table sets forth certain informatimgarding the beneficial ownership of the Compaogiamon stock by (1) all persons knc
by the Company to own beneficially more than 5%hef Company's common stock, (2) each director wleostockholder, (3) the President
and each of the named executive officers and (4)irglctors and executive officers as a group.
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SHARES

NAME AND ADDRESS OF BENEFICIAL OWNER OWNED PERCENT OF CLASS
Artal Luxembourg S.A. (1)eeeeevciiiieiiiiieeeeeee s 21,063,200 88 .5%

105 Grand-Rue

Luxembourg City, Luxembourg L-1661
H.J. Heinz Company.....cccccceeveieiiiicciccceeee s 1,428,000 6. 0%

600 Grant Street

Pittsburgh, Pennsylvania 15219

Linda Huett (2)(4)..ccccoovveiiiiiieciiiee s 20,000 *
Thomas S. KifitSiS (3).eveevevveieeiiiiiiiiciieeeee e 20,000 *
Clive Brothers (3).....cceeeeeniveeieniiiiieeene 20,000 *
Robert Mallow (3)... 20,000 *
Robert Hollweg (3)....ccccvvvviiiiiiiiieeeeeeenn 25,000 *
John Dennis (3)...ccoovvviveviiiiiiiieeeeeeeen, 5,000 *
Stephanie Konecoff (3)....cccoocvvviiveenveceeee e 20,000 *
Richard Penn (4).....cccovevviiiieiiicces e 250,000 1. 1%
All directors and executive officersasagroup .. L 390,000 1. 6%

(1) The parent entity of Artal Luxembourg S.A. ig#@l Group S.A. ("Artal Group"). The address of #rGroup is the same as the address of
Artal Luxembourg.

(2) Executive Officer

(3) The Company's directors and officers may beaxiad c/o Weight Watchers International, Inc., Créssways Park West, Woodbury,
New York, 11797

(4) Director
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The summaries of the agreements described belomoamplete. You should read the agreementseiin éimtirety, copies of which are
available upon request from the Company.

STOCKHOLDERS' AGREEMENT

Simultaneously with the closing of the Transactite, Company entered into a stockholders' agreewigémtArtal and Heinz governing the
relationship between and among the Company ane thaders of its common stock. Subsequent trarsfesEArtal and Heinz must, subject
to certain limited exceptions, agree to be bounthleyterms and provisions of the agreement.

The stockholders' agreement imposes on Heinz nadatrictions on the transfer of the Company'srmom stock until the earlier to occur of
(2) the fifth anniversary of the Transaction angi{® initial public offering of common stock undire Securities Act, subject to certain
exceptions. Heinz will have the right to particgp@tro rata in certain transfers of the Companyson stock by Artal, and Artal will have
the right to require Heinz to participate on a mta basis on certain transfers of the Companytsmoan stock by Artal.

REGISTRATION RIGHTS AGREEMENT

Simultaneously with the closing of the Transactithe, Company entered into a registration righteagrent with Artal and Heinz. The
registration rights agreement grants Artal certlimand rights and grants Artal and Heinz certatidantal registration rights to register their
shares of the Company's common stock for publie satler the Securities Act.
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PREFERRED STOCKHOLDERS' AGREEMENT

Simultaneously with the closing of the Transactittie, Company entered into a preferred stockholdgrg&ement with Heinz governing the
relationship between and among the Company anlddluers of its Series A Preferred Stock. Subseduansferees of Heinz, subject to
certain limited exceptions, must agree to be bdunthe terms and provisions of this agreement.

The preferred stockholders' agreement imposes ametdertain restrictions on transfer of the Compai8eries A Preferred Stock until the
second anniversary of the Transaction. In additdmny time after the second anniversary but poidhe fifth anniversary of the Transacti
the Company, Artal and the Company's respectivigdess will have a right of first refusal with regp to transfers of the Company's
preferred stock by Heinz.

LIMITED LIABILITY COMPANY AGREEMENT

Simultaneously with the closing of the Transactitwe, Company contributed $2,500 in exchange fd)% Bembership interest in WW
Foods, LLC (the "LLC"), a Delaware limited liabjlicompany. Heinz owns the remaining 50% interelse purpose of the LLC is to own,
maintain and preserve certain food and beveragdeitmarks to be contributed to the LLC by Heinz. Th€ serves as the vehicle for licens
certain rights in those food and beverage tradesntarkhe Company and to Heinz, and for the licemsiinprogram information by the
Company to Heinz.

LICENSING AGREEMENTS

The licensing agreements govern the ownership ightsrto use Weight Watchers and other trademagksjce marks and related rights
among the Company, Heinz and the LLC. As descriimow, the licensing agreements and the recaptadiz and stock purchase agreement
address the parties' respective ownership andsrighise food and beverage trademarks, servicesmadgram standards, program
information, program information trademarks anddhgarty licenses. Heinz is also a party to theaijgey agreement, which will help
preserve and enhance these trademarks, services aradkelated rights and will facilitate their afgleise by each party.

Food and Beverage Trademarks

Under the licensing agreements and recapitalizatimhstock purchase agreement, the Company digtdtia Heinz and Heinz contributed to
the LLC all Weight Watchers trademarks and certdirer trademarks the Company owned relating to foatibeverage products ("Food &
Beverage Trademarks"), except for certain trademprkviously used by Heinz in connection with tloed & Beverage Trademarks that do
not include the Weight Watchers name (including eicample, Smart Ones), which the Company distibtid Heinz and Heinz retained (the
"Heinz Retained Trademarks"). At the closing of Tmansaction, the LLC granted an exclusive, worltlyiroyalty-free license to use the
Food & Beverage Trademarks (1) to Heinz, for woittewise on food products in certain defined prodattgories (including frozen dinne
frozen breakfasts, frozen desserts (excludingriearn), frozen pizza and pizza snacks, frozen pegafoozen rice products, ketchup, tomato
sauce, gravy, canned tuna or salmon products, soagles (excluding pasta), and canned beans atd pepducts), and for use only in
Australia and New Zealand in certain additionald@ooduct categories (including mayonnaise, fromgetables, canned fruits and canned
vegetables) (the "Heinz Licensed Products"); anddais, for use on all other food and beveragduyets (the "Weight Watchers Licensed
Products"). The Company may promote, endorse dhtdate Heinz Licensed Products and Weight Watchers
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Licensed Products through its classroom businedsedated activities, subject to certain nmympetition provisions with Heinz. Additional
the Company may continue to sell any food and @eeproduct (or comparable product) sold by it pagicular country within the year
preceding the closing of the Transaction, evehaf product is a Heinz Licensed Product, but magalonly within that country and by using
the same channels of distribution through whichgtasluct was sold during that one-year period.

Certain Food & Beverage Trademarks and trademaplicapions were not distributed to Heinz for cobtition to the LLC. These trademarks
and trademark applications include (1) trademadtsisting of registrations in multiple trademarsdes, where such classes include both
food and beverage product classes and classesgdiabther types of products or services ("Matass Registrations"); (2) pending
applications that could not be transferred untigistration is granted; (3) trademark registratiand applications in countries that do not
recognize ownership of trademarks by an entity siscthe LLC; (4) trademark registrations and apgiims in countries where the local law
imposes restrictions or limitations on the ownguadvi registration of similar trademarks by unredaparties; and (5) the Program Information
Trademarks (as defined below). The Company retdigga ownership of the Food & Beverage Trademat&stified in clauses (1) through
(4) above (the "Custodial Trademarks") which arel ire custody for the benefit of the LLC.

At the closing of the Transaction, the Company tgdno Heinz an exclusive, worldwide, royalty-fleense to use the Custodial Trademarks
(or any portion covering food and beverage produntsonnection with Heinz Licensed Products. TleenPany has undertaken to contribute
any of the Custodial Trademarks (or any portionezimg food and beverage products) to the LLC ifth€ determines that the transfer may
be achieved under local law. If local law does permit an existing Multi-Class Registration to lewered so as to reflect separate ownership
of registrations in food and beverage product ela$om registrations in classes covering otheedyqf products or services, (1) the LLC will
apply for new registrations to cover the food amudyage products, (2) the Company will cancel trtign of the Multi-Class Registration
covering food and beverage products upon issuafite mew registrations and (3) the Company withire ownership of all remaining
portions of the Multi-Class Registration. Heinzlvpidy the Company an annual fee of $1.2 millionfiee years in exchange for the
Company's serving as the custodian of the Custddéiemarks.

Other Marks

The licensing agreements provide that the Competajyr exclusive ownership of all service marks sademarks other than food and
beverage trademarks and, except for the rightdeplan the LLC and to Heinz, the Company has tldusive right to use all these marks for
any purpose, including their use as trademarkalfgrroducts other than food and beverage products.

Program Standards

The licensing agreements and operating agreemewiderthat the Company has exclusive control ofdie¢ary principles (the "Standards")
to be followed in any eating or lifestyle regimerfacilitate weight loss or weight control employegdthe classroom business (a "Program™),
such as 1-2-3 SUCCESS. Except for certain limiteticoncerning products currently sold and exterssidrexisting product lines, Heinz will
use the Food & Beverage Trademarks and Custodiaefnarks only on Heinz Licensed Products that baea specially formulated to be
compatible with the then-current Program Standartle. Company will have exclusive responsibility émforcing compliance with the
Standards.
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Program Information and Program Information Tradema rks

The licensing agreements and the recapitalizatiohséock purchase agreement provide that the Copmesain exclusive ownership of all
Program Information, consisting of (1) all inforriwet and know-how relating to any Program, (2) athtinology and (3) all trademarks or
service marks used to identify the programs or it@oiogy ("Program Information Trademarks"). The Guany granted an exclusive,
worldwide, royalty-free license to the LLC (for digense to Heinz) to use the terminology and Pnughaformation Trademarks on Heinz
Licensed Products, and the Company provided the (aud through the LLC, Heinz) with access to amiglat to use this information as may
be reasonably necessary to develop, manufactureket food and beverage products in accordandethdt Standards. Heinz granted a
worldwide, royalty-free license to the LLC to usatain improvements that Heinz may develop in therse of its use of Program
Information, which the LLC sublicensed in turn keetCompany.

Third Party Licenses

Under the licensing agreements the Company assionddinz all licenses that the Company previogshnted to third parties, and Heinz
retained all existing sublicenses granted by thial parties under a license previously granteHémz, that relate to the manufacture,
distribution or sale of food and beverage prod(ifikird Party Licenses"). Heinz assumed the Com[sanlyligations under the Third Party
Licenses, and has the right to collect and keepratieeds from the Third Party Licenses for a meoibfive years. Ownership of the Third
Party Licenses, to the extent they pertain to Weiatchers Licensed Products, will be transitioteethe Company over the fiweear period
All proceeds from any Third Party License that aarive transitioned to the Company by the end dffthe-year period will thereafter be
collected by Heinz and paid over to the Companyy sublicense granted after the closing date offtamsactions by Heinz or the Company
relating to use of the Food & Beverage Trademaristroonform to the terms of the licenses granteshtth Heinz and the Company by the
LLC.

MANAGEMENT AGREEMENT

Simultaneously with the closing of the Transactitie, Company entered into a management agreemt@nthei Invus Group, LTD, an
independent investment arm of Artal, pursuant tectvinvus renders to the Company management, dimgw@nd certain other services in
exchange for an annual fee equal to the great®t.6f million or 1.0% of the Company's EBITDA (adided in the indentures), plus any
related out-of-pocket expenses.

WEIGHTWATCHERS.COM SUBSCRIPTION AGREEMENT

On September 29, 1999, the Company entered imntbsception agreement with WeightWatchers.com, lfataed Heinz under which Artal,
Heinz and the Company purchased common stock ofMiafatchers.com for a nominal amount. As of Decam3fe 2000, the Company
owns approximately 35% of WeightWatchers.com's comistock while Artal and Heinz own 60.2% and 4.88spectively.

WEIGHTWATCHERS.COM NOTE

On October 1, 2000, the Company amended its loeeatent with WeightWatchers.com increasing theeggge principal amount from
$10.0 million to $23.5 million. On that date, thepaid principal and accumulated interest was radtegt into the new loan. The principal
amount may be advanced at any time or from tintarie prior to July 31, 2003. The note bears inteae43% per year. All principal and
interest outstanding under the note will be payabl&eptember 30, 2003. The note may be prepaidyatime in whole or in part, without
premium or penalty. Pursuant to the note, the
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Company has advanced WeightWatchers.com $14.8&miluring the eight month period ended Decembe2B00 and $2.0 million during
the fiscal year ended April 29, 2000.As of Decen@2000 $16.8 million of principal and $.8 milliaf interest was charged to other
expenses.

WEIGHTWATCHERS.COM WARRANT AGREEMENT

Under a warrant agreement dated November 24, 19@®eel into between WeightWatchers.com and the @ompghe Company has recei
warrants to purchase an additional 20.2% of Weigttthvers.com's common stock in connection with t@d that the Company has made to
WeightWatchers.com under the Weight Watchers.cota described above. These warrants will expire ondshber 24, 2009 and may be
exercised at a price of $7.14 per share of WeiglhtWés.com's common stock until then. The exemige and the number of shares of
WeightWatchers.com's common stock available foclpase upon exercise of the warrants may be adjérstedtime to time upon the
occurrence of certain events.

Under a warrant agreement dated October 1, 20@dezhinto between WeightWatchers.com and the Complae Company has received
warrants to purchase an additional 5.26% of Weigttthvers.com's common stock in connection with th@d that the Company has made to
WeightWatchers.com under the WeightWatchers.cora described above. These warrants will expire coltd 1, 2010 and may be
exercised at a price of $7.14 per share of Weiglhttéas.com's common stock until then. The exemige and the number shares of
WeightWatchers.com's common stock available foclpase upon exercise of the warrants may be adjérstedtime to time upon the
occurrence of certain events.

WEIGHTWATCHERS.COM INTERNET LICENSE AGREEMENT

The Company and WeightWatchers.com entered intatafiectual Property License Agreement dated Seper 29, 1999, pursuant to whi
the Company granted WeightWatchers.com an excliisense to use all of the Company's trademarksyrights and domain names on the
Internet and any other similar or related formglettronic delivery or digital transmission (othlean broadband technology) that now exis
may be developed later. On October 1, 2000, thepaomand WeightWatchers.com entered into a Moditioeof Intellectual Property
License Agreement, which among other things, nayuires WeightWatchers.com to pay the Company 10%s oévenues related to its
Internet activities.

WEIGHTWATCHERS.COM STOCKHOLDERS' AGREEMENT

The Company entered into a stockholders' agreewigmiVeightWatchers.com, Artal and Heinz governihg relationship between and
among WeightWatchers.com and Artal, Heinz and tbe@any as holders of common stock of WeightWatcbens. Subsequent transferees
of Artal, Heinz and the Company must, except fanedimited exceptions, agree to be bound by thegeand provisions of the agreement.

The stockholders' agreement imposes on Heinz an@dmpany certain restrictions on the transferoafimon stock of WeightWatchers.com
until the earlier to occur of (1) the fifth annigary of the Transaction and (2) WeightWatchers.samitial public offering of common stock
under the Securities Act, except for certain exoegt Heinz and the Company have the right to gigete pro rata in certain transfers of
common stock of WeightWatchers.com by Artal, anthnas the right to require Heinz and the Compgamarticipate on a pro rata basis in
certain transfers of WeightWatchers.com's commocksby Artal.

WEIGHTWATCHERS.COM REGISTRATION RIGHTS AGREEMENT

The Company entered into a registration rights eigent with WeightWatchers.com, Artal and Heinz wéhpect to its shares in
WeightWatchers.com. The registration rights agregrgeants Artal certain demand rights and alsotgrantal, Heinz and the Company
certain incidental registration rights to registhares of WeightWatchers.com's common stock folipehle under the Securities Act.
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NELLSON CO-PACK AGREEMENT

On November 30, 1999, the Company entered intaqyegeanent with Nellson Neutraceutical, Inc., a sdibsy of Artal, to purchase nutrition
bar products manufactured by Nellson for sale a@bmpany's meetings. Under the agreement, Nedigaes to produce sufficient nutrition
bar products to fill the Company's purchase ordgiisin 30 days of Nellson's receipt of these puseharders, and the Company is not bound
to purchase a minimum quantity of nutrition bardarets. The term of the agreement is two yearstlem€ompany may renew the agreement
for successive one-year periods by providing writtetice to Nellson.
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULE, AN D REPORT ON FORM 8-K.
(@) 1. Financial Statements

The financial statements listed in the Index tcaRitial Statements and Financial Statement Schedubage F-1 are filed as part of this Form
10-K.

2. Financial Statement Schedule

The financial statement schedule listed in the xride~inancial Statements and Financial Statemehé&ule on page F-1 is filed as part of
this Form 10-K.

3. Exhibits
The exhibits listed in the Exhibit Index are filad part of this Form 10-K.
4. Reports on Form 8-K

During the last fiscal quarter of the period codelog this Report, the Company filed a Current ReporForm 8-K dated December 21, 2000
relating to the change in the Company's fiscal year period.
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 30, 2000, APRIL 29, 2000

AND APRIL 24, 1999
(IN THOUSANDS)

December 30, April 29, April 24,
ASSETS 2000 2000 1999
CURRENT ASSETS
Cash and cash equivalents $ 44,501 $ 44,043 $ 19,515
Receivables (net of allowances: December 30, 200 0 - $797; April 29, 2000 - $609;
April 24, 1999 - $994) 14,678 12,877 11,403
Notes receivable, current 2,106 2,791 3,266
Foreign currency contract receivable 5,364 -- --
Inventories 15,044 9,328 7,580
Prepaid expenses 11,099 8,360 7,598
Deferred income taxes 648 94 3,609
Due from related parties - -- 133,783
TOTAL CURRENT ASSETS 93,440 77,493 186,754
Property and equipment, net 8,145 7,001 8,725
Notes and other receivables, noncurrent 5,601 7,045 19,165
Goodwill (net of accumulated amortization:
December 30, 2000 - $59,216; April 29, 2000 - $5 5,430; April 24, 1999 - $49,888) 150,901 152,565 143,714
Trademarks and other intangible assets (net of accu mulated

amortization: December 30, 2000 - $19,871; April 29, 2000 - $19,423;

April 24, 1999 - $18,982) 6,648 7,163 8,113
Deferred income taxes 67,207 67,574 4,133
Deferred financing costs 13,513 14,666 -
Other noncurrent assets 762 700 830

TOTAL ASSETS $ 334,207 $371,434
LIABILITIES, REDEEMABLE PREFERRED STOCK AND
PARENT COMPANY'S INVESTMENT/ STOCKHOLDERS' DEFICIT
CURRENT LIABILITIES

Short-term borrowings and line of credit $ - $ - $ 6,690

Short-term borrowings due to related party 1,730 1,489 16,250

Portion of long-term debt due within one year 14,120 14,120 1,164

Accounts payable 11,989 12,362 12,710

Salaries and wages 10,544 10,125 11,285

Accrued interest 9,662 4,082 2,176

Accrued restructuring costs 2,485 4,786 7,690

Foreign currency contract payable -- 486 7,169

Other accrued liabilities 23,215 19,583 16,044

Income taxes 3,660 6,786 7,962

Deferred revenue 5,836 4,632 6,414

TOTAL CURRENT LIABILITIES 83,241 78,451 95,554
Long-term debt 456,530 460,510 15,500
Deferred income taxes 3,107 2,941 8,228
Other 121 546 3,204

TOTAL LONG-TERM DEBT AND OTHER LIABILITIES 459,758 463,997 26,932
Commitments and contingencies
Redeemable preferred stock 25,996 25,875 -
Stockholders' deficit

Common stock, par value $0 per share, 23,800 sha res authorized,

issued and outstanding

Accumulated deficit (216,507) (231,663) --

Accumulated other comprehensive loss (6,271) (2,453) --

Parent company's investment -- - 248,948

TOTAL PARENT COMPANY'S INVESTMENT AND STOCKHO LDERS' DEFICIT (222,778) (234,116) 248,948

TOTAL LIABILITIES, REDEEMABLE PREFERRED STOCK , PARENT COMPANY'S

INVESTMENT AND STOCKHOLDERS' DEFICIT $ 346,217 $ 334,207 $371,434

F-2

The accompanying notes are an integral part o€dimsolidated financial statements.




WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE EIGHT MONTH PERIOD ENDED DECEMBER 30, 2000, AND
THE FISCAL YEARS ENDED APRIL 29, 2000, APRIL 24, 1999 AND APRIL 25, 1998
(IN THOUSANDS)

Revenues, net
Cost of revenues
Gross profit
Marketing expenses
Selling, general and administrative expenses
Transaction costs
Operating income
Interest income
Interest expense
Other expense (income), net

Income before income taxes and minority int

Provision for income taxes

Income before minority interest

Minority interest

Net income

December 30,  April 29, April 2 4, April 25,
2000 2000 1999 1998
(35 Weeks) (53 Weeks) (52 Week s) (52 Weeks)
$273,175 $ 399,574 $364,60 8 $297,245
139,283 201,389 178,92 5 159,961
133,892 198,185 185,68 3 137,284
26,986 51,453 52,85 6 49,227
32,222 50,743 48,91 2 44,067
- 8,345 - -
74,684 87,644 83,91 5 43,990
3,119 5,792 16,02 7 13,452
40,244 36,871 8,85 9 8,576
16,536 (10,351) 5,24 8 4,281
erest 21,023 66,916 85,83 5 44,585
5,857 28,323 36,36 0 19,969
15,166 38,593 49,47 5 24,616
147 834 1,49 3 845
$ 15,019 $ 37,759 $ 47,98 2 $ 23,771
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' DEFICIT,

PARENT COMPANY INVESTMENT AND COMPREHENSIVE INCOME

FOR THE EIGHT MONTH PERIOD ENDED DECEMBER 30, 2000, AND
THE FISCAL YEARS ENDED APRIL 29, 2000, APRIL 24, 199 AND APRIL 25, 1998

Common

Balance April 26, 1997

Comprehensive Income:
Net income
Translation adjustment

Total Comprehensive Income

Net Parent advances
Dividend

Balance at April 25, 1998
Comprehensive Income:

Net income

Translation adjustment

Total Comprehensive Income

Net Parent settlements
Dividend

Balance at April 24, 1999
Net Parent settlements

Recapitalization and settlement of

Parent company investment 23,800

Deferred tax asset
Comprehensive Income:
Net income

Translation adjustment

Total Comprehensive Income

Preferred stock dividend

Balance at April 29, 2000 23,800
Elimination of foreign subsidiaries

one month reporting lag effective
April 30, 2000

Comprehensive Income:

Net income

Translation adjustment

Total Comprehensive Income

Preferred stock dividend

Balance at December 30, 2000 23,800

(IN THOUSANDS)

Accumulated
Stock Additional Other

——————— Paid In  Comprehensive Accumulated

Amount Capital Loss Deficit

- (72,100)  (12,764)  (268,547)
72,100

37,759
10,311

(875)

(2.453) (231,663)

1,137

15,019
(3,818)

(1,000)

$-- $ -  $(6271) $(216,507)

Parent
Company's
Investment Total
$ 188,936 $ 188,936
23,771 23,771
(10,212) (10,212)
13,559
29,115 29,115
(2,521) (2,521)
229,089 229,089
47,982 47,982
19,660 19,660
67,642
(42,851) (42,851)
(4,932) (4,932)
248,948 248,948
(252,883) (252,883)
3,935 (349,476)
72,100
37,759
10,311
48,070
(875)
(234,116)
1,137
15,019
(3,818)
11,201
(1,000)
$ - $(222,778)

The accompanying notes are an integral part oftimsolidated financial statements.
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE EIGHT MONTH PERIOD ENDED DECEMBER 30, 2000, AND

THE FISCAL YEARS ENDED APRIL 29, 2000, APRIL 24, 199 AND APRIL 25, 1998

Operating activities:
Net income
Adjustments to reconcile net income to cash
provided by operating activities:
Depreciation and amortization
Deferred tax (benefit) provision
Accounting for equity investment
Elimination of foreign subsidiaries one month r
Allowance for doubtful accounts
Reserve for inventory obsolescence, other
Other items, net
Changes in cash due to:
Receivables
Inventories
Prepaid expenses
Due from related parties
Accounts payable
Accrued liabilities
Deferred revenue
Income taxes

Cash provided by operating activities

Investing activities:
Capital expenditures
Advances and interest to equity investment
Acquisitions, net of cash acquired
Acquisitions of minority interest
Other items, net

Cash used for investing activities

Financing activities:

Net (decrease) increase in short-term borrowing

Proceeds from borrowings
Repurchase of common stock
Payment of dividends
Payments on long-term debt
Deferred financing cost

Net Parent settlements

Cash (used for) provided by financing activit

Effect of exchange rate changes on cash and cash eq

Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of period/fisc

Cash and cash equivalents, end of period/fiscal yea

(IN THOUSANDS)

December 30,  April 29,
2000 2000
(35 Weeks) (53 Weeks)
$ 15,019 $ 37,759
7,889 10,398
104 8,541
17,604 --
eporting lag 1,206 --
(188) 385
(975) (121)
(954) (2,492)
(8,210) 12,654
(4,771) (1,696)
(2,755) (801)
241 (14,765)
(303) (1,512)
6,897 5,780
1,043 (1,753)
(2,975) (2,492)
28,872 49,885
(3,626) (1,874)
(15,604) -
(2,400) (15,900)
3 (1,867)
(21,627) (19,641)
s (34) (5,455)
- 491,260
- (324,476)
(879) (2,796)
(7,060) (3,530)
- (15,861)
- (131,030)
ies (7,973) 8,112
uivalents 1,186 (13,828)
458 24,528
al year 44,043 19,515
r $ 44,501 $ 44,043
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April 24,
1999

April 25,
1998

(52 Weeks) (52 Weeks)

$ 47,982

9,586
9,279

(118)
2,525
38

(7,041)
(2,451)
(1,454)
3,693
3,083
(10,076)
(716)
3,571

(15,368)
(1,081)

(37,076)

$ 19,515

$23,771

8,775
15,563

(143)
(3,489)
415

(2,348)
664
1,913
(8,610)
(2,250)
(414)
1,872
647

- (8,470)
(1,368)

>(18,630)

$ 11,829




WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

1. BASIS OF PRESENTATION:

Weight Watchers International, Inc. (the "Compargggrates and franchises territories offering weeigbs and control programs through the
operation of classroom type meetings to the gempetalic in the United States, Canada, Mexico, théedl Kingdom, Continental Europe,
Australia, New Zealand, South Africa, Latin Amerirad South America.

Recapitalization

On September 29, 1999, the Company effected aitatiagtion and stock purchase agreement (the 'Saetion”) with its former parent, H.J.
Heinz Company ("Heinz"). The Company redeemed shafreommon stock from Heinz for $349.5 million.eT$349.5 million consisted of
$324.5 million of cash and $25.0 million of the Queny's redeemable Series A Preferred Stock. Aferédemption, Artal Luxembourg S
purchased 94% of the Company's remaining commak $tom Heinz for $223.7 million. The recapitaliat and stock purchase was
financed through borrowings under credit facilittenounting to approximately $237.0 million and bguing Senior Subordinated Notes
amounting to $255.0 million, due 2009. The balasiche borrowings was utilized to refinance delotimed prior to the Transaction relating
to the transfer of ownership and acquisition ofrttigority interest in the Weight Watchers businegbat operate in Australia and New
Zealand. The acquisition of the minority interesgulted in approximately $15.9 million of goodwilh. connection with the Transaction, the
Company incurred approximately $8.3 million in santion costs which were expensed and $15.9 milliaeferred financing costs. For U
Federal and State tax purposes, the Transactloging treated as a taxable sale under Section §38jhof the Internal Revenue Code of
1986, as amended. As a result, for tax purposes;tmpany will record a step-up in the tax basisatfassets. For financial reporting
purposes, a valuation allowance of approximateB.$million was established against the correspundeferred tax asset of $144.2 millic
Management concluded, more likely than not, thisamh would not be utilized to reduce future taxmpayts. The Company will continue to
monitor the need to maintain the valuation alloweaincthe future periods.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Change in Fiscal Year:

The Company changed its fiscal year from the lastitflay of April, to the Saturday closest to Decengilst effective with the eight month
period commencing April 30, 2000.

Consolidation:

The consolidated financial statements include tu@ants of the Company and its wholly owned subsiels. All material intercompany
accounts and transactions have been eliminateghisotidation. In order to facilitate timely repagiin prior periods, certain foreign
subsidiaries ended their fiscal years one monthr poi the Company's fiscal year end with no matémaact on the consolidated financial
statements. The one month lag has now been eliedredfective April 30, 2000. The effect on net imeof these subsidiaries for the period
March 31, 2000 through April 29, 2000 was $1.1imiland was adjusted to opening accumulated defiédpril 30, 2000.
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

Use of Estimates:

The preparation of financial statements, in conforiwith accounting principles generally acceptedhe United States of America, requires
management to make estimates and assumptiondfiztttae reported amounts of assets and lialslitiee disclosure of contingent assets
liabilities at the date of the financial statemenatsd the reported amounts of revenues and expduosag the reporting period. Actual results
could differ from these estimates.

Translation of Foreign Currencies:

For all foreign operations, the functional curretieyhe local currency. Assets and liabilitiestodge operations are translated at the exchange
rate in effect at each year-end. Income statencamiuants are translated at the average rate of egeharevailing during the year. Translation
adjustments arising from the use of differing exderates from period to period are included iruaadated other comprehensive income.

Cash Equivalents:
Cash and cash equivalents are defined as highlidligvestments with original maturities of threemths or less.
Inventories:

Inventories, which consist of finished goods, datesl at the lower of cost or market on a firstfirst-out basis, net of reserves. The net
reserve for inventory and prepaid program matesdalef December 30, 2000, April 29, 2000 and AP4il 1999 was $2.5 million, $1.6
million and $1.4 million, respectively.

Property and Equipment:

Property and equipment are recorded at cost. Ranéial reporting purposes, equipment is depratiatethe straight-line method over the
estimated useful lives of the assets (5 to 10 Yebemsehold improvements are amortized on thégstréine method over the shorter of the
term of the lease or the useful life of the reladsdets (5 to 10 years). Expenditures for newiti@siland improvements that substantially
extend the useful life of an asset are capitaliggdinary repairs and maintenance are expensetased. When assets are retired or
otherwise disposed of, the cost and related degtieniare removed from the accounts and any refpdets or losses are included in income.

Intangibles:

Goodwill, trademarks and other intangibles aridiogn acquisitions, including the acquisition of yiisly franchised areas, are being
amortized on a straight-line basis over periodgiramfrom 3 to 40 years. Amortization of goodwitlademarks and other intangibles for the
eight month period ended December 30, 2000 anthéofiscal years ended April 29, 2000, April 2499%nd April 25, 1998 was $4.5
million, $6.4 million, $6.0 million and $5.6 millig respectively.
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

The Company accounts for software costs under thé&A Statement of Position ("SOP") No. 98-1, "Acnting for the Costs of Computer
Software Developed or Obtained for Internal Us€P3No. 98-1 requires capitalization of certain sasturred in connection with
developing or obtaining internally used softwareft®are costs are amortized over 3 to 5 years.

Impairment of Long Lived Assets:

The Company follows the provisions of SFAS No. 124counting for the Impairment of Long-Lived Assetnd Long-Lived Assets to Be
Disposed Of." This statement requires that cedasets be reviewed for impairment and, if impairetheasured at fair value whenever
events or changes in circumstances indicate tieatdtrying amount of the asset may not be recolerab

Revenue Recognition:

The Company earns revenue by conducting meetiefisigsproducts and aids in its own facilities, dxllecting commissions from
franchisees operating under the Weight Watcherseram by collecting royalties related to licensiggeements. Revenue is recognized
when registration fees are paid, services are redderoducts are sold and commissions and rogaltie earned. Deferred revenue, consi
of prepaid lecture income, is amortized into incamer the period earned. Effective April 30, 200 Company adopted Staff Accounting
Bulletin No. 101 (SAB 101), "Revenue RecognitiorFinancial Statements”, which does not changeiagisévenue recognition rules, but
rather, addresses and clarifies existing rulestlagid application. Adoption of SAB 101 did not ingpahe Company's financial position or
results of operations.

Advertising Costs:

Advertising costs consist primarily of national dodal direct mail, television, and spokesperséaes. All costs related to advertising are
expensed in the period incurred. Total advertigrgenses for the eight month period ended DeceBhe2000 and for the fiscal years ended
April 29, 2000, April 24, 1999 and April 25, 199&ve approximately $25.8 million, $48.0 million, $88nillion, and $45.7 million,
respectively.

Income Taxes:

The Company provides for taxes based on curreabtaxncome and the future tax consequences ofdeanpdifferences between the
financial reporting and income tax carrying valoé#ts assets and liabilities. Under SFAS No. 18¥ets and liabilities acquired in purchase
business combinations are assigned their fair gednel deferred taxes are provided for lower orédrighx bases.

Foreign Currency Contracts:

The Company enters into forward and swap conttadiedge transactions denominated in foreign caresrin order to reduce the currency
risk associated with fluctuating exchange rateshSwntracts are used primarily to hedge certaaréompany cash flows and for payments
arising from certain foreign currency denominatbtigations. Realized and unrealized gains and fB®sen instruments qualifying as hedges
are included in net income for the period.
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

Investments:

The Company uses the cost method to account festments in which the Company holds 20% or leskefnvestee's voting stock. Where
the Company holds 50% or less of the investeelagatock or where the Company has the abilityxereise significant influence over
operating and financial policies of the investée, investment is accounted for under the equityhotet

Deferred Financing Costs:

Deferred financing costs consists of costs asstiatth the establishment of the Company's credilifies resulting from the Transaction.
Such costs are being amortized using the intea¢stmethod over the term of the related debt. Aradibn expense for the eight month
period ended December 30, 2000 and for the fiseat gnded April 29, 2000 was approximately $1.3ioniland $1.1 million, respectively.

Recently Issued Accounting Standards:

In June 1998, the FASB issued SFAS No. 133, "Actingrfor Derivative Instruments and Hedging Acti@g". This statement established
accounting and reporting standards for derivatisgruments. The statement requires that an eetitygnize all derivatives as either assets or
liabilities in the statement of financial positiand measure those instruments at fair value. le 1989, the FASB issued SFAS No. 137,
"Accounting for Derivative instruments and Hedgiuctivities-Deferral of the Effective Date of Statent 133," which postponed the
adoption date of SFAS No. 133. As such, the Comjmmgquired to adopt the statement effective Janbia2001. Management has not yet
determined the impact adoption will have on the @any's financial position or results of operations.

Reclassification:

Certain amounts for the fiscal years ended AprlZ00, April 24, 1999 and April 25, 1998 have beetiassified to conform to the eight
month period ended December 30, 2000 presentation.

3. TRANSITION PERIOD COMPARATIVE DATA:
The following table presents certain financial imi@tion for the eight month periods ended Decer8BBe2000 and December 18, 1999.

Eight Month Periods Ended

December December
2000 1999
(35 Weeks) (34 Weeks)
(Unaudited)

Revenues, net $273,175 $236,974
Gross profit $133,892 $114,592
Income before income taxes and minority interest $ 21,023 $ 39,020
Provision for income taxes $ 5,857 $ 15,150
Income before minority interest $ 15,166 $ 23,870
Minority Interest $ 147 $ 694
Net Income $ 15,019 $ 23,176
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

4. REDEEMABLE PREFERRED STOCK:

The Company issued one million shares of SeriesefeRed Stock in conjunction with the Transactidolders of the Series A Preferred
Stock are entitled to receive dividends at an ahraia of 6% payable annually in arrears. The tigtion preference of the Series A Preferred
Stock is $25 per share. If there is a liquidatidissolution or winding up, the holders of shareSefies A Preferred Stock are entitled to be
paid out of the Company assets available for dhistion to shareholders an amount in cash equakt@25 liquidation preference per share
plus all accrued and unpaid dividends prior todistribution of any assets to holders of sharesoaimon stock.

Except as required by law, the holders of the prefestock have no voting rights with respect ®irtshares of preferred stock, except tha
the approval of holders of a majority of the outsliag shares of preferred stock, voting as a clagequired to amend, repeal or change any
of the provisions of the Company's certificaterafarporation in any manner that would alter or ¢jeathe powers, preferences or special
rights of the shares of preferred stock in a way wwould affect them adversely and (2) the coneértich holder of Series A Preferred Stock
is required for any amendment that reduces thelelind payable on or the liquidation value of thée3eA Preferred Stock.

At the Company's option, the Company may redeenS#res A Preferred Stock, in whole or in pargm@g time, at a price per share equal to
100% of its liquidation value plus all accrued amgaid dividends.

In addition, the Series A Preferred Stock is redsamat the option of its holders upon the occureest a change of control or upon a sale of
the Company's common stock by Artal in a registendalic offering. If that occurs, the redemptioncprwill be equal to 100% of the
liquidation value plus accrued and unpaid dividends

5. LONG-TERM DEBT:

De cember 30, 2000 April 29, 2000 April 24, 1999

Balan ce Effective rate Balance Effective rate Balance Effective rate

EURO 100.0 million 13% Senior

Subordinated Notes due 2009 $94,2 40 13.00% $91,160 13.00% $
US $150.0 million 13% Senior
Subordinated Notes due 2009 150,0 00 13.00% 150,000 13.00%
Term A Loan due 2005 65,6 25 9.81% 71,875 9.22%
Term B Loan due 2006 74,4 38 10.95% 74,813 10.04%
Transferable Loan Certificate due 2006 86,3 47 10.95% 86,782 10.04% -
Promissory Notes - - 16,664 7-10%
470,6 50 474,630 16,664
Less Current Portion 14,1 20 14,120 1,164
$456,5 30 $460,510 $ 15,500

In connection with the Transaction, the Compangmt into a credit facility ("Credit Facility") witthe Bank of Nova Scotia, Credit Suisse
First Boston and certain other lenders providin@ @75.0 million term loan A facility ("Term Loak"), (ii) a $75.0 million term loan B
facility ("Term Loan B"), (iii) an $87.0 million &insferable loan certificate ("TLC") and (iv) a réaing credit facility with

F-10



WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

borrowings up to $30.0 million ("Revolving Crediaéility"). Borrowings under the Credit Facility gpaid quarterly and initially bear interest
at a rate equal to LIBOR plus (a) in the case afiTeoan A and the Revolving Credit Facility, 3.2%¥ at the Company's option, the
alternate base rate, as defined, plus 2.25% an (ine case of Term Loan B and the TLC, 4.00% tih@ Company's option, the alternate
base rate plus 3.00%. At December 30, 2000, tleedst rates were 9.6% for Term Loan A and 10.7%0 &m Loan B and the TLC. All
assets of the Company collateralize the Creditlidaci

The facility was amended on January 16, 2001 teigecfor an additional $60 million in borrowings @@nnection with the acquisition (see
Note 19) of certain Weight Watchers Internatiohat, franchised territorie:

In addition, the Company issued $150.0 million Ud&mominated and 100.0 million EUR denominated jgpalamount 13% Senior
Subordinated Notes due 2009 (the "Notes") to gedliinstitutional buyers. At December 30, 2000,1066.0 million EUR notes translated
into $94.2 million USD denominated equivalent. Timpact of the change in foreign exchange ratese®@l® euro denominated debt are
reflected in the income statement. Interest is pkeyan the Notes semi-annually on April 1 and Oetdbof each year, commencing April 1,
2000. The Company uses interest rate swaps andricrarrency forward contracts in association vitshdebt (see Note 17). The Notes are
uncollateralized senior subordinated obligationthefCompany, subordinated in right of paymentlitexasting and future senior
indebtedness of the Company, including the Crealifly. The notes are guaranteed by certain sidrsis$ of the Company.

The credit facilities contain a number of covendht, among other things, restrict the Compantyiliyato dispose of assets, incur additional
indebtedness, or engage in certain transactiofsaffitiates and otherwise restrict the Compangiporate activities. In addition, under the
credit facilities, the Company is required to coynpith specified financial ratios and tests, inéghgiminimum fixed charge coverage and
interest coverage ratios and maximum leveragesatio

The aggregate amounts of existing long-term deltirimg in each of the next five years and thereadte as follows:

2001 $1 4,120
2002 1 4,120
2003 1 4,120
2004 1 4,120
2005 1 7,245
2006 and thereafter 39 6,925

$ 47 0,650

Effective with the Transaction on September 29,91 @itstanding lines of credit were $6.7 milliordgromissory notes of $16.7 million he
been settled. The lines of credit had a weighteztage interest rate of 5.32% during 1999. The pssany notes represent amounts due
various former franchisees as a result of the Camppaquiring certain franchised operations.

The Company has guaranteed Term Loans and Lefté€hedit of franchisees that originated as paid fanchisees' acquisition of certain
franchised areas. The balance of the guaranteetiedness was $15.5 million as of April 24, 1998.9\ch guarantee continues as of
December 30, 2000.
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6. STOCK PLANS:
Weight Watchers Incentive Compensation Plans

On December 16, 1999, the Board of Directors adbite 1999 Stock Purchase and Option Plan of Wélgdithers International, Inc. and
Subsidiaries (the "Plan™). The Plan is designegrtonote the long-term financial interests and ghoeftthe Company and its subsidiaries by
attracting and retaining management with the ghititcontribute to the success of the business.Plae is to be administered by the Board of
Directors or a committee thereof.

Under the stock purchase component of the plausssd above, 338,800 shares of common stock wiekéosé4 members of the Company's
management group at $10 per share.

Under the option component of the Plan, grants takg the following forms in the committee's solscdétion: Incentive Stock Options,
Other Stock Options (other than incentive optioS$pck Appreciation Rights, Restricted Stock, PasghStock, Dividend Equivalent Rights,
Performance Units, Performance Shares and Othek SBased Grants. The maximum number shares alailar grant under this plan shall
be 1,200,000 shares of authorized common stock the @ffective date of the Plan.

Pursuant to the option component of the Plan, @ of Directors authorized the Company to emtter agreements under which certain
members of management received Non-Qualified TinteRerformance Stock Options providing them theoojpmity to purchase shares of
the Company's common stock at an exercise priéd@foer share. The options are exercisable bas#tedarms outlined in the agreement.

The fair value of each option is estimated on thte @f grant using the Black-Scholes option prigimzdel with the following weighted
average assumptions used for grants for the eighthmperiod ended December 30, 2000 and for tlealfissar ended April 29, 2000:
dividend yield of 0 %; expected volatility of riskas 0 %; risk free interest rate ranging from 5.9499%.65%; and expected life of 10 years.
The exercise price was equivalent to the fair mavkfue at the date of grant. A summary of the Camy{s stock option activity is as follows:

D ecember 30, 2000 April 29, 2000
Weighted Weighted
Number of average Number of average
Shar es  exercise price  Shares  exercise pr ice
Options outstanding,
Beginning of year 1,048, 500 $ 10.00 --
Granted 105, 000 $ 10.00 1,048,500 $ 10.00
Exercised - -
Cancelled 27, 000 $ 10.00
Options outstanding, end of year 1,126, 500 $ 10.00 1,048,500 $ 10.00
Options exercisable, end of year 280, 625 $ 10.00 34,950 $ 10.00
Options available for grant, end of year 73, 500 $ 10.00 151,500 $ 10.00
Weighted-average fair value of options $ 461 - $ 484

granted during the year
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The weighted average remaining contractual lifeifons outstanding at December 30, 2000 was &fsye
WeightWatchers.com Stock Incentive Plan of WeiglatdMers International, Inc. and Subsidiaries

In April 2000, the Board of Directors adopted theightWatchers.com Stock Incentive Plan of Weightdiers International, Inc. and
Subsidiaries, pursuant to which selected emplowege granted options to purchase shares of cominok ef WeightWatchers.com, Inc.
that are owned by the Company. The number of stzu@itable for grant under this plan is 400,000reb@f authorized common stock of
WeightWatchers.com, Inc. All options vest over @quof time, however, vesting of certain optionaynbe accelerated if the Company
achieves specified performance levels.

The fair value of each option is estimated on thte @f grant using the Black-Scholes option prigimzdel with the following weighted
average assumptions used for grants for the eighthrperiod ended December 30, 2000 and for tlalfisar ended April 29,2000: divide
yield of 0 %; expected volatility of risk was 0 #sk free interest rate ranging from 5.91% to 6.49%d expected life of ten years.
summary of the Company's stock option activityssalows:

D ecember 30, 2000 April 29, 2000
Weighted Weighted
Number of average Number of average
Shar es  exercise price  Shares  exercise pr ice

Options outstanding,

Beginning of year 147, 319 $ 0.50 -

Granted 14, 231 $ 0.50 147,319 $ 05 0

Exercised - -

Cancelled
Options outstanding, end of year 161, 550 $ 0.50 147,319 $ 05 0
Options exercisable, end of year 45, 022 $ 0.50 - $ 05 0
Options available for grant, end of year 238, 450 $ 0.50 252,681 $ 05 0
Weighted-average fair value of options $ 0.23 - $ 0.1 6

granted during the year

The weighted average remaining contractual lifefifons outstanding at December 30, 2000 was SBsye

The pro forma effect of SFAS No. 123 on the Comfmfigancial statements would have been as follomder the 1999 Stock Purchase and
Option Plan of Weight Watchers International, lard Subsidiaries and the WeightWatchers.com Stoadnitive Plan of Weight Watchers
International, Inc. and Subsidiaries.
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DECEMBER 30, APRIL 29,
2000 2000
Net Income:
As reported $ 15,019 $ 37,759
Pro forma $ 14,984 $ 37,170

Heinz Incentive Compensation Plans - Prior to the fansaction

Certain qualifying employees of the Company weanggd options to purchase Heinz common stock uddmz's stock option plans. These
options under the Plan have been granted at rothas market prices on the date of grant. Stotikbieggranted have a maximum term of
years. Vesting occurs from one to three years #itedate of grant. Beginning in fiscal 1998, idarto place greater emphasis on creatic
shareholder value, performance-accelerated stowdnspwere granted to certain key executives. Tlopsiens vest eight years after the grant
date, subject to acceleration if predeterminedespéce goals are achieved.

The pro forma effect of SFAS No. 123 on the Compmfigancial statements would have been as follows:

APRIL 24, APRIL 25,
1999 199 8
Net Income:
As reported $47,982 $23, 771
Pro forma 47,621 23, 485

The fair value of each option is estimated on thte @f grant using the Black-Scholes option prigimzdel with the following weight-average
assumptions:

APRIL 24, APRIL 25,
1999 1998
Dividend yield 2.5% 2.5%
Volatility 22.0 20.0
Risk-free interest rate 5.1 6.2
Expected term (years) 5.0 5.0

7. EMPLOYEE BENEFIT PLANS:
Weight Watchers Sponsored Plans:

Effective September 29, 1999, the net assets dfltfiez sponsored employee savings plan were trardféo the Weight Watchers sponso
plan upon execution of the Transaction. The Compgoynsors the Weight Watchers Savings Plan (theéri§s Plan") for salaried and hou
employees. The Savings Plan is a defined contahyilan which provides for employer matching cdnttions up to
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100% of the first 3% of an employee's eligible cemgation. The Savings Plan also permits employeegrttribute between 1% and 13% of
eligible compensation on a pre-tax basis. Compamyributions for the eight month period ended Deloen80, 2000 and the fiscal year
ended April 29, 2000 were $.5 million and $1.0 ioiil respectively.

The Company sponsors the Weight Watchers Profitish#&lan (the "Profit Sharing Plan”) for all fulle salaried employees who are
eligible to participate in the Savings Plan (exdeptertain senior management personnel). TheitF8baring Plan provides for a guaranteed
monthly employer contribution on behalf of eachtiggyant based on the participant's age and a p&ge of the participant's eligible
compensation. The Profit Sharing Plan has a supgleahemployer contribution component, based orCi@pany's achievement of certain
annual performance targets, which are determinadally by the Company's Board of Directors. The @any also reserves the right to m
additional discretionary contributions to the Pr&haring Plan.

For certain senior management personnel, the Coyrgraonsors the Weight Watchers Executive Profitri@aPlan. Under the Internal
Revenue Service ("IRS") definition this plan is smered a Nonqualified Deferred Compensation Plaere is a promise of payment by the
Company made on the employees' behalf instead midaridual account with a cash balance. The act@mmwalued at the end of each fiscal
month, based on an annualized interest rate ofeppis 2%, with an annualized cap of 15%.

The Company is currently applying for a determioitietter to qualify the Savings Plan under Sectioh(a) of the IRS Code. It is the
Company's opinion, that the IRS will issue a fabteadetermination letter as to the qualified statthe Savings Plan.

Heinz Sponsored Plans - Prior to the Transaction:

Domestic employees participate in certain definedsion plans, a defined contribution 401(k) savislgs and, for employees affected by
certain IRS limits, a section 415 Excess Planpflhich are sponsored by Heinz. The Company aleviges post-retirement health care and
life insurance benefits for employees who meeeligbility requirements of the Heinz plans. Retiseshare in the cost of these benefits b
on age and years of service.

Company contributions to the Heinz Savings Platuiie a qualified age-related contribution and actmiag of the employee's contribution,
up to a specified amount.

The following amounts were included in the Compsungsult of operations:

APRI L 29, APRIL 24, APRIL 25,
20 00 1999 1998
(THOUSANDS)
Defined Benefit Pension Plans $ 421 $1,456 $ 726
Defined Benefit Postretirement Medical $ 253 $ 577 $ 261
Savings Plan $ 994 $2,170 $1,668

In addition, foreign employees participate in cer@ompany sponsored pension plans and such chavgeh are included in the results of
operations, are not material.
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8. WEIGHTWATCHERS.COM WARRANT AND NOTE AGREEMENT:

On September 29, 1999, the Company entered intbscaption agreement with WeightWatchers.com, lfatal Heinz under which Artal,
Heinz and the Company purchased common stock ofMiafatchers.com for a nominal amount. The Compawyscapproximately 35% of
WeightWatchers.com's common stock while Artal amihiA own 60.2% and 4.8%, respectively, of Weightthlats.com's common stock.

Under a warrant agreement dated November 24, 19@%ezl into between WeightWatchers.com and the @ogpyghe Company has receit
warrants to purchase an additional 20.2% of Weigttthvers.com's common stock in connection with t@d that the Company has made to
WeightWatchers.com under the WeightWatchers.cora described above. These warrants will expire ovelNdber 24, 2009 and may be
exercised at a price of $7.14 per share of Weiglht¥\éas.com's common stock until then. The exemigee and the number of shares of
WeightWatchers.com's common stock available foclpase upon exercise of the warrants may be adjtrstectime to time upon the
occurrence of certain events.

Under a warrant agreement dated October 1, 20@dezhinto between WeightWatchers.com and the Complae Company has received
warrants to purchase an additional 5.26% of Weigttthvers.com's common stock in connection with th@d that the Company has made to
WeightWatchers.com under the WeightWatchers.cora described above. These warrants will expire aoliér 1, 2010 and may be
exercised at a price of $7.14 per share of WeiglhtWéas.com's common stock until then. The exeqmige and the number shares of
WeightWatchers.com's common stock available foclpase upon exercise of the warrants may be adjérstedtime to time upon the
occurrence of certain events.

On October 1, 2000, the Company amended its loeeatent with Weight Watchers.com increasing theegae principal amount from
$10.0 million to $23.5 million. On that date, thepaid principal and accumulated interest was radegl into the new loan. The amount may
be advanced at any time or from time to time pidaduly 31, 2003. The note bears interest at 138 gear. All principal and interest
outstanding under the note are scheduled to bebfraga September 30, 2003. The note may be prepaidy time in whole or in part,
without premium or penalty. Pursuant to the noeeGompany has advanced WeightWatchers.com $14li8mluring the eight month
period ended December 30, 2000 and $2.0 milliomduhe fiscal year ended April 29, 2000. As of Beber 30, 2000 $16.8 million of
principal and $.8 million of interest was chargedther expenses.

9. RESTRUCTURING CHARGES:

During the fourth quarter of fiscal 1997, the Compannounced a reorganization and restructuringrpro. The reorganization plan was
designed to strengthen the Company's classroomdsssand improve profitability and global growth.

Charges related to the restructuring were recodrizeeflect the exit from the Personal Cuisine d~@ption in United States Company-
owned locations, the relocation of classes frontegeffixed retail outlets to traveling locationsideother initiatives involving the exit of
certain under-performing business and product lines
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Restructuring and related costs recorded in fi$8al7 totalled $51.7 million pretax. Pretax charge$49.7 million were classified as
classroom operating expenses and $2.0 million lisgseggeneral and administrative expenses. Then@ymponents of the fiscal 1997
charges and the remaining accrual balances wdtd@ass:

Employee Exit Costs
Termination = --------m--mo-mmmmeoe
Non- Cash and Accrued
As set Severance Exit Implementa tion
Write -downs Costs Costs Costs Total
Initial charge - 1997 $ 27 ,402 $ 4,723 $ 19,569 $ - - $51,694
Amounts utilized - 1997 27 ,402) (339) (46) - - (27,787)
Accrued restructuring costs -
April 26, 1997 - 4,384 19,523 23,907
Implementation costs - 1998 -- - - 99 9 999
Amounts utilized - 1998 - (3,709) (8,553) (99 9) (13,261)
Accrued restructuring costs -
April 25, 1998 - 675 10,970 - - 11,645
Implementation costs - 1999 -- - - 3 2 32
Amounts utilized - 1999 - (186) (3,769) 3 2) (3,987)
Accrued restructuring costs -
April 24, 1999 - 489 7,201 - - 7,690
Amounts utilized - 2000 - - (2,904) - - (2,904)
Accrued restructuring costs -
April 29, 2000 - 489 4,297 - - 4,786
Amounts utilized - Apr 30 - Dec 30, 2000 - (489) (1,812) - - (2,301)
Accrued restructuring costs -
December 30, 2000 $ -- $ - $ 2,485 $ - - $ 2,485

Asset write-downs of $16.9 million consisted priifyaof fixed assets and other long-term asset impants that were recorded as a direct
result of the Company's decision to exit businessdacilities. Such assets were written down basethanagement's estimate of fair value.
Write-downs of $10.5 million were also recognized foireated losses from disposals of classroom invesgppackaging materials and ot
assets related to product line rationalizations@ogess changes as a direct result of the Congedaglsion to exit businesses or facilities.

Employee severance costs include charges relatsathanvoluntary terminations and involuntary té@rations. As part of the voluntary
termination agreements, enhanced retirement bemvedite offered to the affected employees. Thesaiataavere included in the Employee
Termination and Severance costs component of gteuoturing charge.
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Exit costs consist primarily of contract and letesenination costs associated with the Company'sidecto exit the activities described
above. The remaining accrued exit costs will bizetil through 2002.

The results for 1998 included costs related tarttidementation of the restructuring program of $@88tax, which were classified as selling,
general and administrative expenses. These casssst@rimarily of center relocation and trainifigre results for 1999 included costs related
to the implementation of the restructuring prog@$32 pretax, which were classified as sellingyagal and administrative expenses. These
costs consist primarily of relocation and traingusts.

10. PROPERTY AND EQUIPMENT:
The components of property and equipment were:

DECEMBER 30, APRIL 29, APRIL 24,

2000 2000 1999
Leasehold improvements $19,218 $17,954 $18,343
Equipment 31,921 30,900 36,559

51,139 48,854 54,902
Less: Accumulated depreciation and amortization 43,006 41,911 46,428

8,133 6,943 8,474
Construction in progress 12 58 251

$ 8,145 $ 7,001 $ 8,725

Depreciation and amortization expense of propentyequipment for the eight month period ended Déezr80, 2000 and for the fiscal ye
ended April 29, 2000, April 24, 1999 and April 2998 was $2.1 million, $2.9 million, $3.6 milliomé $3.3 million, respectively.

11. RELATED PARTY TRANSACTIONS:

On November 30, 1999, the Company entered intagyegeanent with Nellson Neutraceutical, Inc. ("Neli§o a wholly-owned subsidiary of
Artal, to purchase nutrition bar products manufeadiby Nellson for sale at the Company's meetibgsler the agreement, Nellson agrees to
produce sufficient nutrition bar products to filet Company's purchase orders within 30 days ofpdée Company is not bound to
purchase a minimum quantity of nutrition bar pradu@he term of the agreement is one year and ¢imep@ny may renew the agreement for
successive one-year periods by providing writteticedo Nellson. The provisions of the agreemeatamparable to those the Company
would receive from a third party. Total purchagsesf Nellson for the eight month period ended Decan®®, 2000 and for the fiscal year
ended April 29, 2000 were $4.9 million and $4.3liwl, respectively.

At the closing of the Transaction, the Company tgdno Heinz an exclusive, worldwide, royalty-fiexense to use the Custodial Trademarks
(or any portion covering food and beverage produntsonnection with Heinz licensed products. Heailt pay the Company an annual fee
of $1.2 million for five years in exchange for tBempany serving as the custodian of the Custodaddmarks.
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Prior to the Transaction, the following relatedtpdransactions existed.

Certain of Heinz' general and administrative expensgere allocated to the Company. Total costsatatinclude charges for salaries of
corporate officers and staff and other Heinz cafmoverhead. Total costs charged to the Comparthdse services were $1.0 million, $2.2
million and $1.8 million for the fiscal years endégril 29, 2000, April 24, 1999 and April 25, 199@spectively.

In addition, Heinz charged the Company for its shafrgroup health insurance costs for eligible Camypemployees based upon location
specific costs, overall insurance costs and lopgrance incurred during a calendar year. In agiitvarious other insurance coverages were
also provided to the Company through Heinz' codstdid programs. Workers compensation, auto, piggaaduct liability and other
insurance coverages are charged directly baseldeo@dmpany's loss experience. Amounts chargedt@dmpany for insurance costs were
$3.8 million, $4.3 million and $4.2 million for tHfescal years ended April 29, 2000, April 24, 19881 April 25, 1998, respectively, and are
recorded in selling, general and administrativeesges in the accompanying statement of operations.

Total costs charged to the Company by Heinz foemthiscellaneous services were $93 thousand, $&R2@and and $579 thousand for the
fiscal years ended April 29, 2000, April 24, 19%®1april 25, 1998, respectively, and were recoriteselling, general and administrative
expenses in the accompanying statement of opesation

The Company maintained a cash management arrangeintletdeinz. On a daily basis, all available dotieesash was deposited and
disbursements were withdrawn. Heinz charged thefaominterest on the average daily balance maidaim an intercompany account. Net
interest expense related to this arrangement iediinl the statement of operations was $1.7 millgh1 million and $965 thousand for the
fiscal years ended April 29, 2000, April 24, 199®1&April 25, 1998, respectively. The interest rettarged to or received by the Company
was 5.5% in fiscal year ended April 29, 2000 aritb®o for fiscal years ended April 24, 1999 and ARE| 1998.

Substantially all of the due from related parti€$133.8 million at April 24, 1999 represents aen#ceivable from an affiliate of Heinz wh
was repaid in June 1999. Interest income refleictéde statement of operations related to this neteivable was $10.0 million and $9.6
million, for the fiscal years ended April 24, 1988d April 25, 1998, respectively. The interest idtarged by the Company was LIBOR plus
25 basis points in both years.

Short-term borrowings due to an affiliate of Heaf416.3 million at April 24, 1999 represented @enpayable due April 28, 1999. Interest
expense related to the note payable was $35 thddsathe fiscal year ended April 29, 2000 and $tillion for the fiscal year ended April
24, 1999.

Long-term borrowings of $52.5 million due to a tethparty were contributed to capital during tlsed year ended April 25, 1998. Interest
expense related to these long-term borrowings W&4 $housand and the interest rate was 10.5%.

Pension costs and postretirement costs are alsgethto the Company based upon eligible employadgcjpating in the Plans. See also N
7.
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12. INCOME TAXES:

The following tables summarizes the provision (lignfor U.S. federal, state and foreign taxes ncome:

DECEMBER 30, A PRIL29, APRIL24, APRIL 25,
2000 2000 1999 1998
Current:
U.S federal $ 234 $ 5,727 $ 11,997 $ (4,798)
State 200 2,464 3,247 346
Foreign 5,319 11,591 11,837 8,858
5,753 19,782 27,081 4,406
Deferred:
U.S federal $ - $ 7,800 $ 6,368 $ 10,493
State -- 368 312 502
Foreign 104 373 2,599 4,568
104 8,541 9,279 15,563
Total tax provision $ 5,857 $ 28,323 $ 36,360 $ 19,969

The components of income before income taxes andnity interest consist of the following:

December 30, April 29, April 24, April 25,

2000 2000 1999 1998
Domestic $9,399 $33,538 $48,199 $13,143
Foreign 11,624 33,378 37,636 31,442
$21,023 $66,916 $85,835 $44,585

The difference between the U.S. federal statutaxyrate and the Company's consolidated effectiveatiz are as follows:

D ECEMBER 30, APRIL29, APRIL24, APRIL2 5,
2000 2000 1999 1998

U.S. federal statutory rate 35.0% 35.0% 35.0% 35. 0%
Foreign income taxes 4.0 1.7 3.5 7. 2
States' income taxes (net of federal benefit) 0.6 2.6 2.7 1. 6
Goodwill amortization 1.0 0.4 0.8 1. 7
Other 1.3 2.6 0.4 (0. 7
Valuation allowance (14.0) -- -- -

Effective tax rate 27.9% 42.3% 42.4% 44, 8%
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DECEMBER 30, APRIL 29, APRIL 24,
2000 2000 1999

Depreciation $ 3 33 $ 304 $ -
Provision for estimated expenses 2,7 02 1,771 3,288
Operating loss carryforwards 9 53 4,369 4,430
Transaction expenses -- 2,933 --
Benefits plans -- - 5,878
WW.com loan 6,5 13 -- -
Other 1 43 216 1,998
Amortization 139,6 42 135,329 -
Less: Valuation allowance (71,9 03) (71,979) (630)
Total deferred tax assets $ 783 83 $ 72,943 $ 14,964
Transaction expenses $ 43 74) $ $ -
Depreciation/amortization - - (9,620)
Deferred income (5,7 64) (4,985) (3,767)
Other 3.4 97) (3,231) (2,063)
Total deferred tax liabilities $ (13,6 35) $ (8,216) $ (15,450)
Net deferred tax assets (liabilities) $ 64,7 48 $ 64,727 $ (486)

Having utilized approximately $9.2 million in thercent year, remaining net operating loss carryéods at December 30, 2000 totalled $2.6
million, all of which will expire by 2019. Furthethe Company will be subject to the federal altéweaminimum tax (AMT) for the current
year, resulting in an AMT credit carryforward atd@enber 30, 2000 of approximately $200,000, whiah ke carried forward indefinitely ai
used to offset taxable income in future years éoetktent the Company is not subject to AMT.

As of December 30, 2000, the Company has provided faluation allowance for its deferred tax assglthough realization is not assured,
management believes it is more likely than nott tha net deferred tax assets will be realized. ddtermination of the net deferred tax assets
deemed realizable was based on available histaridgdénce, and estimates of future taxable incdrhis amount may be subject to
adjustment based on changes to those factorsurefyears.
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On September 29, 1999 the Company effected a taetiaption and stock purchase agreement with itsés parent, Heinz. For U.S. tax
purposes, the transaction was treated as a tagal@l@inder IRC Section 338(h)(10), resulting itep-4p in the tax basis of net assets. The
step-up in tax basis as finally determined updndibf the Section 338(h)(10) election during tlierent year resulted in an additional
deferred tax asset of approximately $3.3 millioithvan offsetting adjustment to the valuation akowe.

Undistributed earnings of foreign subsidiaries ed&ed to be reinvested permanently, for which efeded taxes are provided, amounted to
$27.2 million as of December 30, 2000.

13. CASH FLOW INFORMATION:

Net cash paid during the year f

DECEMBER 30, APRIL 29, APRIL 24, APRIL 25,
2000 2000 1999 1998
Interest expense $31,639 $31,402 $2,748 $5,818
Income taxes $ 8,405 $13,601 $ 5,380 $ 4,706
Noncash investing and financing activities were as follows:
Deferred tax asset recorded as a
component of stockholders' deficit
in conjunction with the
recapitalization of the Company -- $72,100 --
Redeemable preferred stock issued to Heinz -- $25,875 -
Contribution of related party debt to capital -- -- -- $52,500
Reduction of existing receivable in connectio n with
the acquisition of minority interest $1,124 --

14. COMMITMENTS AND CONTINGENCIES:

Legal:

Due to the nature of its activities, the Companyidimes, subject to pending and threatened kegians which arise during the normal

course of business. In the opinion of managemeasiedin part upon advice of legal counsel, theadisipn of such matters will not have a
material effect on the consolidated financial stegats.
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Lease Commitments:

Minimum rental commitments under non-cancelable @iy leases, primarily for office and rental faigis at December 30, 2000, consists
of the following:

2001 $12,677
2002 7,922

2003 5,241

2004 3,659

2005 3,373

2006 and thereafter 18,913
Total $ 51,785

Total rent expense charged to operations undee tleases for the eight month period ended DeceBhe2000, and for the fiscal years en
April 29, 2000, April 24, 1999 and April 25, 199&wapproximately $8.2 million, $12.3 million, $1t@llion and $10.3 million,
respectively.

Repurchase Agreements:

The Company is a party to a repurchase agreemlattdeo the 10% minority interest in the classramgmaration of Finland. Pursuant to this
agreement, the Company may elect or be requiregptarchase the minority shareholders' interegtidperation. If the Company
repurchases the minority interest within five yeafrthe original sale, the repurchase price is thasethe original sales price times the
increase in the consumer price index since theafdtee sale. If the Company repurchases the ntinorierest after five years from the
original sale, the repurchase price is based onlapie of the average operating income duringlétst three years. On August 1, 2000 the
Company repurchased the remaining 10% minorityésteof the Sweden. The acquisition was financet $2.4 million of cash plus $1.1
million reduction of an existing receivable fronetminority owner resulting in goodwill of $3.5 mdh.

15. FRANCHISE PROFIT SHARING FUND:

The Company's franchise agreement with certainfiNamerican franchisees provides for an annual fiescprofit sharing distribution based
upon specified formulas. In October 2000, the Campaached an agreement with certain franchisegsdang the sharing of profits of prior
and future product sales. The settlement provided fpayment of approximately $3.8 million durihg eight month period ended December
30, 2000 and releases the Company from any futdigations to the franchisees under profit shaemgngements dating back to 1969. P
sharing expense under this arrangement for thelfy&ars ended April 29, 2000, April 24, 1999 amitiA25, 1998 was $.4 million, $.8

million and $.7 million, respectively. Unpaid amdsirare included in accrued liabilities.
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16. SEGMENT AND GEOGRAPHIC DATA:

The Company is engaged principally in one line @wdibess, i.e., weight control. The following taptesents information about the Company

by geographic area. There were no material amafrgsles or transfers among geographic areas anthtarial amounts of United States
export sales.

EXTERNAL SALES
DECEMBER 30, APRI L29, APRIL24, APRIL 25,
2000 20 00 1999 1998
United States $150,199 $207 ,256 $189,366 $143,765
United Kingdom 55,945 90 778 76,143 73,146
Continental Europe 48,306 66 524 65,119 54,850
Australia and New Zealand 18,725 35 ,016 33,980 25,484
$273,175 $399 574 $364,608 $297,245
L ONG-LIVED ASSETS
DECEMBER 30, APRI L29, APRIL24, APRIL 25,
2000 2000 1999 1998
United States $142,641 $142 ,675 $149,054 $155,360
United Kingdom 2,737 949 1,198 1,272
Continental Europe 1,914 1 ,973 2,422 2,463
Australia and New Zealand 18,402 21 ,132 7,878 8,208
$165,694 $166 , 729 $160,552 $167,303

17. FINANCIAL INSTRUMENTS:

Fair value of Financial Instruments:

The Company's significant financial instrumentdude cash and cash equivalents, short-and-long-deft, current and noncurrent notes
receivable, currency exchange agreements and gaasan

In evaluating the fair value of significant finaatinstruments, the Company generally uses quotatiehprices of the same or similar
instruments or calculates an estimated fair vatua discounted cash flow basis using the ratedadlaifor instruments with the same
remaining maturities. As of December 30, 2000 fé#evalue of financial instruments held by the Gmany approximated the recorded value.
Based on the current interest rates, managemeaaveéslthat the carrying amount of the Company's dpproximates fair market value.

Foreign Currency Contracts:

As of December 30, 2000 and April 29, 2000, the Gany held currency and interest rate swap conttaqisrchase certain foreign
currencies totalling $158.1 million and $139.4 roifl, respectively. The Company also held separatency and interest rate swap contracts
to sell foreign currencies of $163.5 million and819 million, respectively. Net unrealized gainss@es) associated with the Company's
foreign currency contracts were $5.9 million and}$nillion, respectively.
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18. QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

The change in the Company's fiscal year end rasuitéhe elimination of the one month lag for cartmreign subsidiaries and is effective
retroactive to April 30, 2000 which results in dpgarterly data presented herein to differ from firaviously reported on the July 29, 2000
and October 28, 2000 Form 10-Q's. The change fhenptevious Form 10-Q's for revenue is an incref$469 and a decrease of $6,469 for
the quarters ended July 29 and October 28, 208pectively. The change for operating income isnaneiase of $2,374 and an increase of
$2,443 for the quarters ended July 29 and Octo®e2@00, respectively. The change for net inconamiscrease of $1,736 and an increa
$1,816 for the quarters ended, July 29 and Oct®®e2000, respectively.

FIRS T SECOND TWO MONTHS ENDED
QUART ER QUARTER DECEMBER 30, 2000
EIGHT MONTH PERIOD ENDED DECEMBER 30, 2000
Revenues $103, 073 $107,582 $62,520
Operating income $ 36, 626 $27,648 $10,410
Net income (loss) $ 13, 705 $10,908 $(9,594)
FIRS T SECOND THIRD FOURTH
QUART ER QUARTER QUARTER QUARTER
FISCAL YEAR ENDED APRIL 29, 2000
Revenues $92, 174 $84,031 $90,507 $132,862
Operating income $ 28, 302 $10,508 $14,719 $34,115
Net income $17, 095 $ 2239 $ 912 $17,513
FISCAL YEAR ENDED APRIL 24, 1999
Revenues $ 84, 036 $79,966 $89,403 $111,203
Operating income $ 22, 488 $14505 $20,118 $ 26,804
Net income $12, 708 $ 8,227 $11,506 $ 15,541

19. SUBSEQUENT EVENT

On January 16, 2001 the Company completed the sitiquiof the Weight Watchers franchised territerénd certain business assets of
Weighco Enterprises, Inc., Weighco of Northeast,,land Weighco of Southwest, Inc. pursuant ta¢h@s of the Asset Purchase Agreen
dated as of December 11, 2000 among Weighco Eigespinc., Weighco of Northwest, Inc., and Weight&outhwest, Inc., the Company
and Weight Watchers North America, Inc., a whollyred subsidiary of the Company.

The transaction will be accounted for by the puseh@ethod of accounting. Substantially all of thechase price in excess of the net assets
acquired will be recorded as goodwill.

F-25



WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

The purchase price for the acquisition was $83IBami Of this amount, the Company obtained $6Qionl pursuant to the Amended and
Restated Credit Agreement, dated as of Januar®QIH, among Weight Watchers International, Inc., Wividing Corp. and various financ
institutions.

20. GUARANTOR SUBSIDIARIES

The Company's payment obligations under the Sé&hibordinated Notes will be fully and unconditiogajuaranteed on a joint and several
basis by the following whollypwned subsidiaries: 58 WW Food Corp.; Waist Watshkerc.; Weight Watchers Camps, Inc.; W.W. Campak
Spas, Inc.; Weight Watchers Direct, Inc.; W/W Twginst Corporation; W.W. Weight Reduction Servicks;.; W.W.I. European Services
Ltd.; W.W. Inventory Service Corp.; Weight Watch&tsrth America, Inc.; Weight Watchers UK Holding&ll; Weight Watchers
International Holdings Ltd.; Weight Watchers (U.Kimited; Weight Watchers (Exercise) Ltd.; WeightWhers (Accessories &
Publications) Ltd.; Weight Watchers (Food Produtis)ited; Weight Watchers New Zealand Limited; WatigVatchers International Pty
Limited; Fortuity Pty Ltd; and Gutbusters Pty L{dollectively, the "Guarantor Subsidiaries"). TH#igations of each Guarantor Subsidiary
under its guarantee of the Notes are subordinatsddh subsidiary's obligations under its guaraotélee new senior credit facility.

Presented below is condensed consolidating finaimf@mation for Weight Watchers Internationalcl{"Parent Company"), the Guarantor
Subsidiaries and the Non-Guarantor Subsidiariémgeily companies incorporated in European coustoer than the United Kingdom). In
the Company's opinion, separate financial statesremd other disclosures concerning each of thedBt@r Subsidiaries would not provide
additional information that is material to investof herefore, the Guarantor Subsidiaries are cosakiimthe presentation below.

Investments in subsidiaries are accounted for byPdrent Company on the equity method of accouriagnings of subsidiaries are,
therefore, reflected in the Parent Company's imrests in subsidiaries' accounts. The eliminatianieneliminate investments in subsidiaries
and intercompany balances and transactions.
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NON-
PARENT GUARANTOR GUARANTOR
ASSETS COMPANY SUBSIDIARIES SUBSIDIARIES ELIMINATIONS CONSOLIDATED
Current assets
Cash and cash equivalents $ 26699 $ 11,191 $ 6,611 $ - $ 44501
Receivables, net 7,390 5,941 1,347 - 14,678
Notes receivable, current 2,104 -- 2 - 2,106
Foreign currency contract receivable 5,364 -- -- - 5,364
Inventories -- 11,867 3,177 -- 15,044
Prepaid expenses 961 7,809 2,329 -- 11,099
Deferred income taxes 2,846 (2,198) - -- 648
Intercompany receivables (payables) (10,921) 3,147 7,774 -- -
TOTAL CURRENT ASSETS 34,443 37,757 21,240 -- 93,440
Investment in consolidated subsidiaries 175,876 - - (175,876) -
Property and equipment, net 1,272 5,679 1,194 -- 8,145
Notes and other receivables, noncurrent 5,601 - - -- 5,601
Goodwill, net 28,367 121,814 720 -- 150,901
Trademarks and other intangible assets, net 1,876 4,761 11 -- 6,648
Deferred income taxes (44,713) 111,920 - -- 67,207
Deferred financing costs 13,513 - - -- 13,513
Other noncurrent assets 163 271 328 -- 762
TOTAL ASSETS $ 216,398 $ 282,202 $ 23,493 $(175,876) $ 346,217
LIABILITIES, REDEEMABLE PREFERRED STOCK
AND STOCKHOLDERS' EQUITY (DEFICIT)
Current liabilities
Short-term borrowings due to related party $ 1730 $ - $ - $ - $ 1,730
Portion of long-term debt due within one year 13,250 870 - - 14,120
Accounts payable 932 8,379 2,678 - 11,989
Salaries and wages 3,568 3,533 3,443 - 10,544
Accrued interest 9,069 593 - - 9,662
Accrued restructuring costs -- 2,485 - - 2,485
Other accrued liabilities 9,420 10,540 3,255 - 23,215
Income taxes 1,677 (414) 2,397 - 3,660
Deferred revenue -- 4,843 993 - 5,836
TOTAL CURRENT LIABILITIES 39,646 30,829 12,766 -- 83,241
Long-term debt 371,053 85,477 - -- 456,530
Deferred income taxes 2,481 - 626 -- 3,107
Other - - 121 -- 121
TOTAL LONG-TERM DEBT AND OTHER LIABILITIES 373,534 85,477 747 -- 459,758
Redeemable preferred stock 25,996 - - -- 25,996
Stockholders' equity (deficit) (222,778) 165,896 9,980 (175,876)  (222,778)

TOTAL LIABILITIES, REDEEMABLE PREFERRED STO CK

AND STOCKHOLDERS' EQUITY (DEFICIT) $216,398 $282,202 $ 23,493 $(175,876) $ 346,217

The accompanying notes are an integral part oftimsolidated financial statements.
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ASSETS

Current assets
Cash and cash equivalents
Receivables, net
Notes receivable, current
Inventories
Prepaid expenses
Deferred income taxes
Intercompany receivables (payables)

TOTAL CURRENT ASSETS

Investment in consolidated subsidiaries
Property and equipment, net

Notes and other receivables, noncurrent
Goodwill, net

Trademarks and other intangible assets, net
Deferred income taxes

Deferred financing costs

Other noncurrent assets

Total assets

LIABILITIES, REDEEMABLE PREFERRED STOCK AND
STOCKHOLDERS EQUITY (DEFICIT)
Current liabilities
Short-term borrowings due to related party
Portion of long-term debt due within one year
Accounts payable
Salaries and wages
Accrued interest
Accrued restructuring costs
Foreign currency contract payable
Other accrued liabilities
Income taxes
Deferred revenue

TOTAL CURRENT LIABILITIES
Long-term debt

Deferred income taxes
Other

TOTAL LONG TERM DEBT AND OTHER LIABILITIES

Redeemable preferred stock
Stockholders' equity (deficit)

TOTAL LIABILITIES, REDEEMABLE PREFERRED

AS OF APRIL 29, 2000

(IN THOUSANDS)

PARENT

NON-

GUARANTOR  GUARANTOR

COMPANY SUBSIDIARIES SUBSIDIARIES E

$ 10,984 $ 22465 $ 10,594
6,006 5,606 1,265
2,791 - -

- 7827 1,501

748 6,240 1,372

2,846 (2,752) -
(32,114) 27,742 4,372
(8,739) 67,128 19,104
162,320 - -
1,809 3,974 1,218
7,045 - -
25833 125,977 755
1,960 5,193 10
(9,854) 77,428 -
14,749 (83) -

163 365 172
$195286 $279,982  $ 21,259
$ 1489 $ - $ -

13,250 870 -

1,438 9,084 1,840

2,301 4,256 3,568

3,521 561 -

—~ 4786 -

486 - -

6,387 9,049 4,147
(1,846) 5965 2,667
—~ 3824 808
27,026 38,395 13,030
374,598 85,912 -
1,903 390 648

- - 546

376,501 86,302 1,194
25875 2,507 254
(234,116) 152,778 6,781

$ 21,259

STOCK AND STOCKHOLDERS' EQUITY (DEFICIT)

$195,286 $279,982

The accompanying notes are an integral part of¢imsolidated financial statements.
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LIMINATIONS CONSOLIDATED

(162,320) -
- 7,001
- 7,045
-~ 152,565
- 7,163
-~ 67,574
~ 14,666
- 700

$(162,320)  $ 334,207

-~ 460,510
- 2,941
- 546

- 463,997

(2,761) 25875
(159,559)  (234,116)

$(162,320)  $ 334,207




WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING BALANCE SHEET
AS OF APRIL 24, 1999
(IN THOUSANDS)

NON-
PARENT GUARANTOR GUARANTOR
ASSETS COMPANY SUBSIDIARIES SUBSIDIARIES EL IMINATIONS CONSOLIDATED
Current assets
Cash and cash equivalents $ (74) $ 12,376 $ 7,213 $ - $ 19515
Receivables, net 5,134 4,364 1,905 - 11,403
Notes receivable, current 3,266 - - - 3,266
Inventories -- 5,775 1,805 -- 7,580
Prepaid expenses 856 4,588 2,154 - 7,598
Deferred income taxes 1,758 (1,949) 3,800 -- 3,609
Due from related parties 1,034 242 132,507 -- 133,783
Intercompany receivables (payables) 103,588  (107,373) 3,785 -- -
TOTAL CURRENT ASSETS 115,562 (81,977) 153,169 -- 186,754
Investment in consolidated subsidiaries 117,732 - - (117,732) -
Property and equipment, net 1,981 5,231 1,513 -- 8,725
Notes and other receivables, noncurrent 10,295 - 8,870 -- 19,165
Goodwill, net 27,254 115,568 892 - 143,714
Trademarks and other intangible assets, net 2,355 5,745 13 -- 8,113
Deferred income taxes (22) 4,155 - -- 4,133
Other noncurrent assets 138 510 182 -- 830
TOTAL ASSETS $275,295 $ 49,232 $ 164,639 $(117,732) $371,434
LIABILITIES AND PARENT COMPANY'S INVESTMENT
Current liabilities
Short-term borrowings and line of credit -- -- $ 6,690 $ - $ 6,69
Short-term borrowings due to related party 16,638 (388) -- -- 16,250
Portion of long-term debt due within one year 1,164 - - - 1,164
Accounts payable 631 9,192 2,887 - 12,710
Salaries and wages 4,189 7,096 - - 11,285
Accrued interest 2,161 - 15 - 2,176
Accrued restructuring costs 8 7,929 (247) -- 7,690
Foreign currency contract payable -- -- 7,169 -- 7,169
Other accrued liabilities 1,798 6,659 7,587 - 16,044
Income taxes (11,168) 17,118 2,012 - 7,962
Deferred revenue -- 5,680 734 - 6,414
TOTAL CURRENT LIABILITIES 15,421 53,286 26,847 - 95,554
Long-term debt 15,500 - - -- 15,500
Deferred income taxes (2,366) 10,338 256 -- 8,228
Other - 2,659 545 - 3,204
TOTAL LONG-TERM DEBT AND OTHER LIABILITIES 13,134 12,997 801 - 26,932
Parent company's investment 246,740 (17,051) 136,991 (117,732) 248,948
TOTAL LIABILITIES AND PARENT
COMPANYS INVESTMENT $275,295 $ 49,232 $ 164,639 $(117,732) $371,434

The accompanying notes are an integral part oftimsolidated financial statements.
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF OPERATIONS

FOR THE EIGHT MONTH PERIOD ENDED DECEMBER 30, 2000
(IN THOUSANDS)

Revenues, net

Cost of revenues
Gross profit

Marketing expenses

Selling, general and administrative expenses
Operating income (loss)

Interest income

Interest expense

Other expense (income), net

Equity in income of consolidated subsidiaries

Franchise commission income (loss)

Income before income taxes and minority interes

(Benefit from) provision for income taxes

Income before minority interest

Minority interest

Net income

NON-

PARENT GUARANTOR GUARANTOR

COMPANY SUBSIDIARIES SUBSIDIARIES ELIMINATIONS CONSOLIDATED

$ 20,794 $ 204,074 $ 48,307 $ - $ 273,175
4,571 105,444 29,268 - 139,283
16,223 98,630 19,039 - 133,892
2,784 18,994 5,208 ~ 26986
14,826 11,708 5,688 - 32222
(1,387) 67,928 8,143 ~ 74684
1,642 1,209 268 - 3,119
26,338 13,849 57 ~ 40244
16,545 @ @ ~ 16536
26,621 - - (26,621) -
20,144  (17,647)  (2,497) - -
4137 37,643 5,864 (26,621) 21,023
(10,882) 14,558 2,181 - 5,857
15,019 23,085 3,683 (26,621) 15,166

- - 147 - 147
$ 15,019 $ 23,085 $ 3,536 $(26,621) $ 15,019

The accompanying notes are an integral part o€disolidated financial statements.
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Revenues, net
Cost of revenues

Gross profit

Marketing expenses

Selling, general and administrative expenses

Transaction costs

Operating income (loss)

Interest income
Interest expense

Other (income) expense, net
Equity in income of consolidated subsidiaries
Franchise commission income (loss)

Income before income taxes and minority interes

Provision for income taxes

Income before minority interest

Minority interest

Net income

The accompanying notes are an

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF OPERATIONS
FOR THE FISCAL YEAR ENDED APRIL 29, 2000
(IN THOUSANDS)

NON-
PARENT  GUARANTOR  GUARANTOR

COMPANY SUBSIDIARIES SUBSIDIARIES ELIMINATIONS CONSOLIDATED

$ 32,83 $300215 $ 66,523 $ -  $399574
4911 155251 41,227 -~ 201,389
27,925 144,964 257296 -~ 198,185
7417 35707 8,329 - 51,453
23,066 20,357 7,320 - 50,743
8,247 98 - - 8,345
(10,805) 88,802 9,647 -~ 87,644
1,462 1,864 2,466 - 5,792
29,104 6,471 1,296 -~ 36,871
(10,997) 151 495 -~ (10,351)
44,441 - - (44,441) -
21,686  (18,500)  (3,186) - -
38,677 65544 7,136 (44,441) 66,916
918 24,090 3,315 -~ 28,323
37,759 41,454 3,821 (44,441) 38,593
- 834 - - 834
$ 37,759 $ 40,620 $ 3,821 $(44,441) $ 37,759
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF OPERATIONS
FOR THE FISCAL YEAR ENDED APRIL 24, 1999

(IN THOUSANDS)

NON-
PARENT  GUARANTOR GUARANTOR
COMPANY SUBSIDIARIES SUBSIDIARIES E LIMINATIONS CONSOLIDATED
Revenues, net $ 42,288 $257,202 $ 65,118 $ - $364,608
Cost of revenues 3,685 135,095 40,145 - 178,925
Gross profit 38,603 122,107 24,973 - 185,683
Marketing expenses 8,815 35,381 8,660 - 52,856
Selling, general and administrative expenses 23,715 17,794 7,403 - 48,912
Operating income 6,073 68,932 8,910 - 83,915
Interest income 615 5,096 10,938 (622) 16,027
Interest expense 3,537 357 5,687 (622) 8,859
Other (income) expense, net 1,930 3,361 (43) - 5,248
Equity in income of consolidated subsidiaries 37,310 - - (37,310) -
Franchise commission income (loss) 8,697 (6,072) (2,625) - -
Income before income taxes and minority interes t 47,228 64,238 11,679 (37,310) 85,835
Provision for income taxes 7,944 22,860 5,556 - 36,360
Income before minority interest 39,284 41,378 6,123 (37,310) 49,475
Minority interest - 1,108 385 - 1,493
Net income $ 39,284 $ 40,270 $ 5,738 $(37,310) $ 47,982

The accompanying notes are an integral part o€dimsolidated financial statements.
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF OPERATIONS
FOR THE FISCAL YEAR ENDED APRIL 25, 1998
(IN THOUSANDS)

NON-
PARENT  GUARANTOR GUARANTOR
COMPANY SUBSIDIARIES SUBSIDIARIES E LIMINATIONS CONSOLIDATED
Revenues, net $ 28,465 $213,929 $ 54,851 $ - $297,245
Cost of revenues 3,264 122,148 34,549 - 159,961
Gross profit 25,201 91,781 20,302 - 137,284
Marketing expenses 7,916 33,499 7,812 - 49,227
Selling, general and administrative expenses 21,154 16,578 6,335 - 44,067
Operating income (loss) (3,869) 41,704 6,155 - 43,990
Interest income 831 2,297 10,641 (317) 13,452
Interest expense 4,033 607 4,253 (317) 8,576
Other expense, net 1,695 2,494 92 -- 4,281
Equity in income of consolidated subsidiaries 16,837 - - (16,837) -
Franchise commission income (loss) 8,038 (5,984) (2,054) - -
Income before income taxes and minority interes t 16,109 34,916 10,397 (16,837) 44,585
(Benefit from) provision for income taxes (2,979) 16,355 5,593 -- 19,969
Income before minority interest 18,088 18,561 4,804 (16,837) 24,616
Minority interest -- 629 216 -- 845
Net income $ 18,088 $ 17,932 $ 4,588 $(16,837) $ 23,771

The accompanying notes are an integral part o€disolidated financial statements.
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF CASH FLOW
FOR THE EIGHT MONTH PERIOD ENDED DECEMBER 30, 2000
(IN THOUSANDS)

NON-
PARENT  GUARANTOR GUARANTOR

COMPANY SUBSIDIARIES SUBSIDIARI ES ELIMINATIONS CONSOLIDATED

Operating activities:

Net income $15,019 $23,085 $ 3,536 $(26,621) $ 15,019
Adjustments to reconcile net income
to cash provided by (used for) operating
activities:
Depreciation and amortization 3,212 4,266 411 - 7,889
Deferred tax (benefit) provision - 104 - - - 104
Accounting for equity investment 17,604 - - - 17,604
Elimination of foreign subsidiaries one month r eporting lag 1,137 86 1,120 (1,137) 1,206
Allowance for doubtful accounts - (188) - - (188)
Reserve for inventory obsolescence, other - (1,024) 49 - (975)
Other items, net (532) (422 ) - (954)
Changes in cash due to: -
Receivables (7,946) (180) (84 ) - (8,210)
Inventories - (3,046) (1,725 ) - (4,771)
Prepaid expense (213)  (1,585) (957 ) - (2,755)
Intercompany receivables/payables (21,193) 24,595 (3,402 ) - -
Due from related parties 241 - - - 241
Accounts payable (1,072) (69) 838 - (303)
Accrued liabilities 9,362 (1,450) (1,015 ) - 6,897
Deferred revenue 0 853 (185 ) - 1,043
Income taxes 38,960 (41,643) (292 ) -- (2,975)
Cash provided by (used for) operating activit ies 55,111 3,277 (1,758 ) (27,758) 28,872
Investing activities:
Capital expenditures (100) (3,017) (509 ) -- (3,626)
Advances and interest to equity investment (15,604) -- -- -- (15,604)
Acquisitions of minority interest (2,400) -- -- -- (2,400)
Other items, net (148) 147 4 -- 3
Cash used for investing activities (18,252)  (2,870) (505 ) -- (21,627)
Financing activities:
Net (decrease) increase in short-term borrowing s 566 (600) -- -- (34)
Parent company investment in subsidiaries (13,556) - - 13,556 -
Payment of dividends (879) (8,834) (1,968 ) 10,802 (879)
Payments on long-term debt (6,625) (435) - - (7,060)
Net Parent (settlements) advances - - 421 (421) -
Cash used for financing activities (20,494)  (9,869) (1,547 ) 23,937 (7,973)
Effect of exchange rate changes on cash and cash eq uivalents (650) (1,812) 173 ) 3,821 1,186
Net (decrease) increase in cash and cash equivalent s 15,715  (11,274) (3,983 ) - 458
Cash and cash equivalents, beginning of period 10,984 22,465 10,594 - 44,043
Cash and cash equivalents, end of period $26,699 $11,191 $ 6,611 $ - $44501

[CAPTION]
The accompanying notes are an integral part oftimsolidated financial statements.
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Operating activities:
Net income
Adjustments to reconcile net incom

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF CASH FLOW
FOR THE FISCAL YEAR ENDED APRIL 29, 2000
(IN THOUSANDS)

NON-

to cash provided by (used for) operating

activities:
Depreciation and amortization
Deferred tax (benefit) provision
Allowance for doubtful accounts

Reserve for inventory obsolescence, other

Other items, net
Changes in cash due to:
Receivables
Inventories
Prepaid expense
Due from related parties
Accounts payable
Accrued liabilities
Deferred revenue
Income taxes

Cash provided by (used for) operating activit

Investing activities:
Capital expenditures
Acquisitions, net of cash acquired
Acquisitions of minority interest
Other items, net

Cash used for investing activities

Financing activities:
Net (decrease) increase in short-te

Parent company investment in subsidiaries

Proceeds from borrowings
Repurchase of common stock
Payment of dividends

Payments on long-term debt
Deferred financing costs

Net Parent (settlements) advances

Cash (used for) provided by financing activi

Effect of exchange rate changes on c

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

PARENT GUARANTOR GUARANTOR
COMPANY SUBSIDIARIES SUBSIDIARIE S
$ 37,759 $ 40,620 $ 3,821
e
3,438 6,028 932
3,785 4,685 71
352 29 4
- (93) (28)
- (2,492) -
4,501 (1,353) 9,506
- (2,028) 332
108 (1,691) 782
(15,149) 384 -
807 (1,272) (1,047)
4,538 (1,845) 3,087
(1,827) 74
90,650  (97,918) 4,776
ies 130,789  (58,773) 22,310
(299)  (1,004) (571)
- (15,900) -
(2,067) 116 84
(2,366) (16,788) (487)
rm borrowing s -- 1,235 (6,690)
(34,693) - -
404,260 87,000 -
(324,476) - -
(2,797)  (3,120) (4,494)
(3,312) (218) -
(15,861) - -
(138,998) 14,552 (7,175)
ties (115,877) 99,449 (18,359)
ash and cash eq uivalents (1,488) (13,799) (83)
11,058 10,089 3,381
(74) 12,376 7,213

$ 10,984 $ 22,465 $ 10,594

The accompanying notes are an integral part oftimsolidated financial statements.
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$ (44,441) $ 37,759

10,398

8,541
385
(121)

(2,492)

12,654
(1,696)
(801)
(14,765)
(1,512)
5,780
(1,753)
(2,492)

(1,874)

(157900)
(1,867)

7,615

(2,796)
(3,530)
(15,861)

(131,030)

591

1542 (13,828)
24,528

19,515




WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF CASH FLOW
FOR THE FISCAL YEAR ENDED APRIL 24, 1999
(IN THOUSANDS)

NON-
PARENT GUARANTOR GUARANTOR

COMPANY SUBSIDIARIES SUBSIDIARIES ELIMINATIONS CONSOLIDATED

Operating activities:
Net income $39,284 $40,270 $ 5,738 $(37,310) $ 47,982

Adjustments to reconcile net income
to cash provided by operating

activities:

Depreciation and amortization 2,378 6,609 599 - 9,586
Deferred tax provision 1,735 4,345 3,199 - 9,279
Allowance for doubtful accounts (84) (30) 4) - (118)
Reserve for inventory obsolescence, other - 2,528 ?3) 2,525
Other items, net - 153 (115) - 38
Changes in cash due to:
Receivables (7,219) 1,378 (1,200) - (7,041)
Inventories - (2,476) 25 - (2,451)
Prepaid expense (20) (1,141) (293) - (1,454)
Due from related parties 38,317  (35,394) 770 - 3,693
Accounts payable (288) 3,698 (327) - 3,083
Accrued liabilities 1,003 (2,572)  (8,507) - (10,076)
Deferred revenue - (1,450) 734 - (716)
Income taxes (36,393) 38,362 1,602 - 3,571
Cash provided by operating activities 38,713 54,280 2,218 (37,310) 57,901
Investing activities:
Capital expenditures (271) (1,612 (591) -- (2,474)
Other items, net (278) (286) 1) -- (565)
Cash used for investing activities (549) (1,898) (592) -- (3,039)
Financing activities:
Net (decrease) increase in short-term borrowing -- 1,262 (406) -- 856
Payment of dividends (5,435) (14,446)  (3,670) 13,183  (10,368)
Payments on long-term debt (12,081) -- -- -- (2,081)
Net Parent (settlements) advances (31,483) (32,903) 3,316 23,994 (37,076)

Cash (used for) provided by financing activitie

(37,999) (46,087)  (760)

Effect of exchange rate changes on cash and cash eq uivalents (135) 281 214 133 493
Net increase in cash and cash equivalents 30 6,576 1,080 - 7,686
Cash and cash equivalents, beginning of year (104) 5,800 6,133 - 11,829
Cash and cash equivalents, end of year $ (74) $12,376 $ 7,213 $ - $19515

The accompanying notes are an integral part oftmsolidated financial statements.
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF CASH FLOW
FOR THE FISCAL YEAR ENDED APRIL 25, 1998
(IN THOUSANDS)

NON-
PARENT GUARANTOR GUARANTOR
COMPANY SUBSIDIARIES SUBSIDIARIES ELIMINATIONS CONSOLIDATED

Operating activities:
Net income $18,088 $17,932 $ 4,588 $(16,837) $23,771
Adjustments to reconcile net income
to cash provided by operating

activities:
Depreciation and amortization 2,390 5,764 621 - 8,775
Deferred tax provision 1,628 10,463 3,472 -- 15,563
Allowance for doubtful accounts 66 (209) - -- (143)
Reserve for inventory obsolescence, other - (3,489) - -- (3,489)
Other items, net (120) 139 396 -- 415
Change in cash due to:
Receivables 380 (3,069) 341 -- (2,348)
Inventories - 982 (318) -- 664
Prepaid expense (298) 2,091 120 -- 1,913
Due from related parties (5,092) 1,546 (5,064) -- (8,610)
Accounts payable (45) (3,024) 819 -- (2,250)
Accrued liabilities (1,311) (5,849) 6,746 -- (414)
Deferred revenue - 1,872 - - 1,872
Income taxes 12,315  (10,428) (1,240) -- 647
Cash provided by operating activities 28,001 14,721 10,481 (16,837) 36,366
Investing activities:
Capital expenditures (170)  (2,539) (680) -- (3,389)
Acquisitions, net of cash acquired -- (1,007) (405) (1,412)
Other items, net (627) 521 (15) -- (121)
Cash used for investing activities (797)  (3,025) (1,100) -- (4,922)
Financing activities:
Net decrease in short-term borrowings (1,250) (133) (791) -- (2,174)
Payment of dividends (5,949) (8,378)  (1,145) 7,002 (8,470)
Payments on long-term debt 2,382 (3,750) -- -- (1,368
Net Parent settlements (21,818) (42) (6,373) 9,603 (18,630)
Cash used for financing activities (26,635) (12,303) (8,309) 16,605 (30,642)
Effect of exchange rate changes on cash and cash eq uivalents (229) 689 (736) 232 (44)
Net increase in cash and cash equivalents 340 82 336 -- 758
Cash and cash equivalents, beginning of year (444) 5,718 5,797 -- 11,071
Cash and cash equivalents, end of year $ (104) $ 5800 $ 6,133 $ - $11,829

The accompanying notes are an integral part oftimsolidated financial statements.

F-37



REPORT OF INDEPENDENT ACCOUNTANTS
To the Board of Directors of Weight Watchers Interrational, Inc.:

In our opinion, the consolidated financial statetadisted in the index appearing under Item 14{a)(lpage F-1 present fairly, in all material
respects, the consolidated financial position ofghfeWatchers International, Inc. and its subsidmat December 30, 2000, April 29, 2000
and April 24, 1999, and the results of their ogerat and their cash flows for the eight months dridecember 30, 2000 and for each of the
three years in the period ended April 29, 200@0nformity with accounting principles generally apted in the United States of America. In
addition, in our opinion, the financial statemecttedule listed in the index appearing under Itefa)(2) on page F-1, presents fairly, in all
material respects, the information set forth thewehen read in conjunction with the related cortsikd financial statements. These financial
statements and financial statement schedule aresgipensibility of the Company's management; ospaasibility is to express an opinion on
these financial statements and financial statersemdule based on our audits. We conducted oursanfdhese statements in accordance
with auditing standards generally accepted in thidd States of America, which require that we @ad perform the audit to obtain
reasonable assurance about whether the finanatehsénts are free of material misstatement. Antancudes examining, on a test basis,
evidence supporting the amounts and disclosuréigifinancial statements, assessing the accouptingiples used and significant estimates
made by management, and evaluating the overahdiaastatement presentation. We believe that adita provide a reasonable basis for the
opinion expressed above.

PricewaterhouseCoopers LLP
New York, New York
March 2, 2001
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WEIGHT WATCHERS INTERNATIONAL, INC.
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS
(IN THOUSANDS)

Bala nce At  Charged Balance at
Begi nning to Costs End of
of P eriod and Expenses Deductions(1) Period

EIGHT MONTH PERIOD ENDED DECEMBER 30, 2000

Allowance for doubtful accounts $ 609 $ 198 $ (10) $ 797

Inventory reserves, other 1 ,557 3,993 (3,018) 2,532
FISCAL YEAR ENDED APRIL 29, 2000

Allowance for doubtful accounts $ 994 $ (385) $ - $ 609

Inventory reserves, other 1 436 3,360 (3,239) 1,557
FISCAL YEAR ENDED APRIL 24, 1999

Allowance for doubtful accounts $ 876 $ 118 $ - $ 994

Inventory reserves, other 3 ,961 3,910 (6,435) $ 1,436
FISCAL YEAR ENDED APRIL 25, 1998

Allowance for doubtful accounts $ 733 $ 143 $ - $ 876

Inventory reserves, other 472 4,505 (1,016) $ 3,961

(1) Primarily represents the utilization of estabéd reserves, net of recoveries.
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Pursuant to the requirements of Section 13 or 15f(the Securities Exchange Act of 1934, the tegig has duly caused this report to be
signed on his behalf by the undersigned, theredualp authorized.

WEIGHT WATCHERS INTERNATIONAL, INC.

Date: March 30, 2001

By: /s/ Linda Huett

Li nda Huett
Presi dent and Director

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdaticated.

Date: March 30, 2001

By: /s/ Linda Huett
Linda Huet t
President and Director
(Principal Executive Officer)
Date: March 30, 2001
By: /s/ Thoma s S. Kiritsis
Thomas S. Kiritsis
Vice Presi dent and Chief Financial Officer
(Principal Financial and Accounting Officer)
Date: March 30, 2001
By: /s/ Raymo nd Debbane
Raymond De bbane
Director
Date: March 30, 2001 By: /s/ Jonas M. Faigenbaum
Jonas M. F aigenbaum
Director
Date: March 30, 2001
By: /s/ Sacha Lainovic
Sacha Lain ovic
Director
Date: March 30, 2001
By: /s/ Richa rd Penn
Richard Pe nn
Director
Date: March 30, 2001
By: /s/ Chris topher J. Sobecki
Christophe r J. Sobecki

Director



EXHIBIT INDEX

EXHIBIT
NUMBER DESCRIPTION

**2. - Recapitalization and Stock Purchase Ag
among Weight Watchers International, |
Artal International S.A. is incorporat
Exhibit 2 filed with Amendment No. 1t
Registration Statement on Form S-4 (Fi
March 2, 2000.

**3.1 - Amended and Restated Articles of Incor
International, Inc. is incorporated he
3.1 filed with Amendment No. 1 to the
Statement on Form S-4 (File No. 333-92
2000.

*3.2 - Amended and Restated By-laws of Weight
is incorporated herein by reference to
Amendment No. 1 to the Registrant's Re
S-4 (File No. 333-92005) as filed on M

**3.3 - Certificate of Incorporation of 58 WW
herein by reference to Exhibit 3.3 fil
Registrant's Registration Statement on
as filed on March 2, 2000.

**3.4 - By-laws of 58 WW Food Corp. is incorpo
Exhibit 3.4 filed with Amendment No. 1
Registration Statement on Form S-4 (Fi
March 2, 2000.

**35 - Certificate of Incorporation of Waist
herein by reference to Exhibit 1 filed
Registrant's Registration Statement on
as filed on March 2, 2000.

*3.6 - By-laws of Waist Watchers, Inc. is inc
to Exhibit 3.6 filed with Amendment No
Registration Statement on Form S-4 (Fi
March 2, 2000.

**3.7 - Certificate of Incorporation of Weight
incorporated herein by reference to Ex
No. 1 to the Registrant's Registration
No. 333-92005) as filed on March 2, 20

**3.8 - By-laws of Weight Watchers Camps, Inc.
reference to Exhibit 3.8 filed with Am
Registrant's Registration Statement on
as filed on March 2, 2000.

**3.9 - Certificate of Incorporation of W.W. C
incorporated herein by reference to Ex
No. 1 to the Registrant's Registration
No. 333-92005) as filed on March 2, 20

**3.10 - By-laws of W.W. Camps and Spas, Inc. i
reference to Exhibit 3.10 filed with A
Registrant's Registration Statement on
as filed on March 2, 2000.

**3.11 - Certificate of Incorporation of Weight
incorporated herein by reference to Ex
Amendment No. 1 to the Registrant's Re
S-4 (File No. 333-92005) as filed on M

**3.12 - By-laws of Weight Watchers Direct, Inc
reference to Exhibit 3.12 filed with A
Registrant's Registration Statement on
as filed on March 2, 2000.

**3.13 - Certificate of Incorporation of W/W Tw
incorporated herein by reference to Ex
Amendment No. 1 to the Registrant's Re
S-4 (File No. 333-92005) as filed on M

**3.14 - By-laws of W/W Twentyfirst Corporation
reference to Exhibit 3.14 filed with A
Registrant's Registration Statement on
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**3.15

**3.16

as filed on March 2, 2000.

- Certificate of Incorporation of W.W. W
is incorporated herein by reference to
Amendment No. 1 to the Registrant's Re
S-4 (File No. 333-92005) as filed on M

- By-laws of W.W. Weight Reduction Servi
herein by reference to Exhibit 3.16 fi

the Registrant's Registration Statemen
333-92005) as filed on March 2, 2000.

eight Reduction Services, Inc.
Exhibit 3.15 filed with
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**3.17

**3.18

**3.19

**3.20

**3.21

**3.22

**3.23

**3.24

**3.25

**3.26

**3.27

**3.28

**3.29

**3.30

**3.31

- Certificate of Incorporation of W.W.I.
incorporated herein by reference to Ex
Amendment No. 1 to the Registrant's Re
S-4 (File No. 333-92005) as filed on M

- By-laws of W.W.I. European Services, L
reference to Exhibit 3.18 filed with A
Registrant's Registration Statement on

as filed on March 2, 2000.

- Certificate of Incorporation of W.W. |
incorporated herein by reference to Ex
Amendment No. 1 to the Registrant's Re
S-4 (File No. 333-92005) as filed on M

- By-laws of W.W. Inventory Service Corp
reference to Exhibit 3.20 filed with A
Registrant's Registration Statement on

as filed on March 2, 2000.

- Certificate of Incorporation of Weight
is incorporated herein by reference to
Amendment No. 1 to the Registrant's Re
S-4 (File No. 333-92005) as filed on M

- By-laws of Weight Watchers North Ameri
herein by reference to Exhibit 3.22 fi

the Registrant's Registration Statemen
333-92005) as filed on March 2, 2000.

- Certificate of Incorporation and Memor
Association of Weight Watchers UK Hold
herein by reference to Exhibit 3.23 fi

the Registrant's Registration Statemen
333-92005) as filed on March 2, 2000.

- Certificate of Incorporation and Memor
Association of Weight Watchers Interna
incorporated herein by reference to Ex
Amendment No. 1 to the Registrant's Re
S-4 (File No. 333-92005) as filed on M

- Certificate of Incorporation and Memor
Association of Weight Watchers (U.K.)
by reference to Exhibit 3.25 filed wit
Registrant's Registration Statement on
as filed on March 2, 2000.

- Certificate of Incorporation and Memor
Association of Weight Watchers (Access
incorporated herein by reference to Ex
Amendment No. 1 to the Registrant's Re
S-4 (File No. 333-92005) as filed on M

- Certificate of Incorporation and Memor
Association of Weight Watchers (Food P
incorporated herein by reference to Ex
Amendment No. 1 to the Registrant's Re
S-4 (File No. 333-92005) as filed on M

- Certificate of Incorporation and Const
Zealand Limited is incorporated herein
filed with Amendment No. 1 to the Regi
Statement on Form S-4 (File No. 333-92
2000.

- Certificate of Registration and Memora
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incorporated herein by reference to Ex
Amendment No. 1 to the Registrant's Re
S-4 (File No. 333-92005) as filed on M

- Certificate of Registration and Memora
Association of Fortuity Pty Ltd. is in

to Exhibit 3.30 filed with Amendment N
Registration Statement on Form S-4 (Fi
March 2, 2000.

- Certificate of Registration and Memora
Association of Gutbusters Pty Ltd. is
reference to Exhibit 3.31 filed with A
Registrant's Registration Statement on

European Services, Ltd. is
hibit 3.17 filed with

gistration Statement on Form
arch 2, 2000.

td. is incorporated herein by
mendment No. 1 to the
Form S-4 (File No. 333-92005)

nventory Service Corp. is
hibit 3.19 filed with

gistration Statement on Form
arch 2, 2000.

. is incorporated herein by
mendment No. 1 to the
Form S-4 (File No. 333-92005)

Watchers North America, Inc.
Exhibit 3.21 filed with
gistration Statement on Form
arch 2, 2000.

ca, Inc. is incorporated
led with Amendment No. 1 to
t on Form S-4 (File No.

andum and Articles of

ings Ltd. is incorporated

led with Amendment No. 1 to
t on Form S-4 (File No.

andum and Articles of

tional Holdings Ltd. is

hibit 3.24 filed with

gistration Statement on Form
arch 2, 2000.

andum and Articles of

Limited is incorporated herein
h Amendment No. 1 to the
Form S-4 (File No. 333-92005)

andum and Articles of

ories & Publications) Ltd. is
hibit 3.26 filed with

gistration Statement on Form
arch 2, 2000.

andum and Articles of
roducts) Limited is

hibit 3.27 filed with

gistration Statement on Form
arch 2, 2000.

itution of Weight Watchers New
by reference to Exhibit 3.28
strant's Registration

005) as filed on March 2,

ndum and Atrticles of

tional Pty Limited is

hibit 3.29 filed with

gistration Statement on Form
arch 2, 2000.

ndum and Articles of
corporated herein by reference
0. 1 to the Registrant's

le No. 333-92005) as filed on

ndum and Articles of
incorporated herein by
mendment No. 1 to the

Form S-4 (File No. 333-92005)



as filed on March 2, 2000.

**4.1 - Dollar Securities Indenture, dated as of September 29, 1999, between
Weight Watchers International, Inc. an d Norwest Bank Minnesota,
National Association is incorporated h erein by reference to Exhibit
4.1 filed with Amendment No. 1 to the Registrant's Registration
Statement on Form S-4 (File No. 333-92 005) as filed on March 2,

2000.

**4.2 - Guarantee Agreement, dated as of March 3, 2000, given by 58 WW Food
Corp., Waist Watchers, Inc., Weight Wa tchers Camps and Spas, Inc.,
Weight Watchers Direct, Inc., W/W Twen tyfirst Corporation, W.W.
Weight Reductions Services, Inc., W.W. |. European Services, Ltd.,
W.W. Inventory Service Corp., Weight W atchers North America, Inc.,
Weight Watchers UK Holdings Ltd., Weig ht Watchers International
Holdings, Ltd., Weight Watchers U.K. L imited , Weight Watchers
(Accessories & Publications) Ltd., Wei ght Watchers (Food Products)
Limited, Weight Watchers New Zealand L imited, Weight Watchers
International Pty Limited, Fortuity Pt y Ltd. and Gutbusters Ltd. is
incorporated herein by reference to Ex hibit 4.2 filed with Amendment
No. 1 to the Registrant's Registration Statement on Form S-4 (File

No. 333-92005) as filed on March 2, 20 00.



**4.3 - Euro Securities Indenture, dated as of
Weight Watchers International Inc. and
National Association is incorporated h
4.3 filed with Amendment No. 1 to the
Statement on Form S-4 (File No. 333-92
2000.

*4.4 - Guarantee Agreement, dated as of March
Corp., Waist Watchers, Inc., Weight Wa
Weight Watchers Direct, Inc., W/W Twen
Weight Reductions Services, Inc., W.W.
W.W. Inventory Service Corp., Weight W
Weight Watchers UK Holdings Ltd., Weig
Holdings, Ltd., Weight Watchers U.K. L
(Accessories & Publications) Ltd., Wei
Limited, Weight Watchers New Zealand L
International Pty Limited, Fortuity Pt
incorporated herein by reference to Ex
No. 1 to the Registrant's Registration
No. 333-92005) as filed on March 2, 20

**10.1 - Credit Agreement, dated as of Septembe
Watchers International, Inc., WW Fundi
First Boston, BHF (USA) Capital Corpor
Scotia and various financial instituti
by reference to Exhibit 10.1 filed wit
Registrant's Registration Statement on
333-92005) as filed on March 2, 2000.

**10.2 - Preferred Stock Stockholders' Agreemen
1999, among Weight Watchers Internatio
S.A. and H.J. Heinz Company is incorpo
Exhibit 10.2 filed with Amendment No.
Registration Statement on Form S-4 (Fi
March 2, 2000.

**10.3 - Stockholders' Agreement, dated as of S
Weight Watchers International, Inc., A
Heinz Company is incorporated herein b
filed with Amendment No. 1 to the Regi
Statement on Form S-4 (File No. 333-92
2000.

**10.4 - License Agreement, dated as of Septemb
LLC and Weight Watchers International,
by reference to Exhibit 10.4 filed wit
Registrant's Registration Statement on
as filed on March 2, 2000.

**10.5 - License Agreement, dated as of Septemb
Watchers International, Inc. and H.J.
herein by reference to Exhibit 10.5 fi
the Registrant's Registration Statemen
333-92005) as filed on March 2, 2000.

**10.6 - License Agreement, dated as of Septemb
LLC and H.J. Heinz Company is incorpor
Exhibit 10.6 filed with Amendment No.
Registration Statement on Form S-4 (Fi
March 2, 2000.

**10.7 - LLC Agreement, dated as of September 2
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EXHIBIT 12.1 COMPUTATION OF RATIO OF EARNINGS TO FI XED CHARGES

Eight Month Fiscal Year Ende d
Period Ended = ------------meemeeeeeeee- e
December 30, April 29, April 24, April 25,
2000 2000 1999 1998
Earnings
Income (loss) before income taxes and minority
interests 21.0 66.9 85.8 445
Interest expense 39.0 36.9 8.9 8.6
Amortization of deferred financing costs 1.3 1.1
Rental expense interest component 2.7 3.4 3.7 4.1
Earnings 64.0 108.3 98.4 57.2
Fixed Charges:
Interest expense (39.0) (36.9) (8.9) (8.6)
Amortization of deferred financing costs (1.3) (1.1)
Rental expense interest component (2.7) (3.4) 3.7) 4.1)
Fixed charges (43.0) (41.4) (12.6) (12.7)
Ratio of earnings to fixed charges 15 2.6 7.8 4.5

Footnotes

The data above sets forth the ratio of earnindixéal charges of Weight Watchers International, bred Subsidiaries ("WWI") for the eight
month period ended December 30, 2000, and thd fiseas ended April 29, 2000, April 24, 1999 andihp5, 1998.

The data for the eight month period ended Decer®®e2000, and the fiscal years ended April 29, 2@q0il 24, 1999 and April 25, 1998 is
derived from the audited historical financial staémts, included elsewhere in this

document



EXHIBIT 12.2 COMPUTATION OF PRO FORMA RATIO OF EARN INGS TO FIXED CHARGES

Fiscal Year Ended

April 29,  April 24,

2000 1999
Earnings
Income (loss) before income taxes and minority
interests 52.6 28.1
Interest expense 58.2 55.5
Amortization of deferred financing costs 1.9 2.1
Rental expense interest component 3.4 3.7
Earnings 116.1 89.4
Fixed Charges:
Interest expense 58.2 55.5
Amortization of deferred financing costs 1.9 2.1
Rental expense interest component 3.4 3.7
Fixed charges 63.5 61.3

Ratio of earnings to fixed charges 1.8 15



ARTICLE 5

PERIOD TYPE 8 MOS
FISCAL YEAR END DEC 30 200
PERIOD START APR 30 200
PERIOD END DEC 30 200
CASH 44,50:
SECURITIES 0
RECEIVABLES 15,47¢
ALLOWANCES 797
INVENTORY 15,04«
CURRENT ASSET¢ 93,44(
PP&E 51,15:
DEPRECIATION 43,00¢
TOTAL ASSETS 346,21
CURRENT LIABILITIES 83,24
BONDS 0
PREFERRED MANDATORY 0
PREFERREL 25,99¢
COMMON 0
OTHER SE 222,77¢
TOTAL LIABILITY AND EQUITY 346,21
SALES 273,17!
TOTAL REVENUES 273,17!
CGS 139,28:
TOTAL COSTS 198,49:
OTHER EXPENSE¢ 16,53¢
LOSS PROVISION 19¢
INTEREST EXPENSE 40,24«
INCOME PRETAX 21,02:
INCOME TAX 5,857
INCOME CONTINUING 19
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 19
EPS BASIC 0
EPS DILUTED 0
End of Filing
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