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PART |
ltem 1. Business

We are a leading global branded consummipemy and the leading provider of weidbés services, operating in 30 countries arount
world for over 40 years. Our programs help peopse lweight and maintain their weight loss and, eesalt, improve their health, enhance
their lifestyles and build self-confidence. At thare of our business are weekly meetings, whicimpte weight loss through education and
group support in conjunction with a flexible, higldiet and exercise method. Each week, over lliompeople attend approximately
46,000 Weight Watchers meetings around the wordghvare run by approximately 15,800 classroomdeadOur classroom leaders teach,
inspire, motivate and act as role models for oumivers.

We conduct our business through a comhinaif company-owned and franchise operations, edthpany-owned operations
accounting for approximately 74% of total worldwialitendance in 2003. In the 1960's, we pursuedjgreasive franchising strategy with
respect to our classroom operations to rapidly gpawgeographic presence and build market sharehéNeve that our early franchising
strategy was very effective in establishing oumnbras the world's leading weight-loss program.

We have experienced strong growth in sahebprofits over the last six years since we mhdestrategic decision to re-focus our
meetings exclusively on our group education apgrodée discontinued the in-meeting sale of pre-pgekdrozen meals added in 1990 in
North American compar-owned, or NACO, operations, by our previous owitd, Heinz Company, or Heinz. We also moderniaad o
program to adapt it to contemporary lifestyles.dtlgh these initiatives, combined with our strengétemanagement and strategic focus ¢
our acquisition by Artal Luxembourg, we have grosur attendance.

Our members typically enroll to attend camsgive weekly meetings and have historically destrated a consistent ezrollment patter
across many years. We believe that our membemsatemroliment and attendance patterns and owr &digting member base together with
our growth in first-time members represent stroatgptial for future growth. We also believe that eea expand our customer base by
developing new products and services designed & the needs of a broader audience.

Our Billion Dollar Brand

Weight Watchersis the leading global weight-loss brand with resailes of over $2 billion in 2003, including salgslicensees and
franchisees. Currently, over 97% of U.S. women getxe theWeight Watchers brand.

We have built our business and brand oridh@wving core principles:

Effective Clinically proven

Healthy Medically recommended
Supportive Helping members help each other
Flexible Compatible with modern lifestyles
Balancec Not just a diet, an approach to life

Weight Watchers Meetings

We present our program in a series of weeldsses of approximately one hour in duratioms€és are conveniently scheduled
throughout the day. Typically, we hold classesiihex meeting rooms rented from civic or religiarganizations or in leased locations.

2



In our classes, our leaders present owgrpm, which combines group support and educatidin avstructured approach to food, activity
and lifestyle modification developed by credentiafeeightioss experts. Our 15,800 classroom leaders rumeetings and educate memk
on the Weight Watchers method of successful anihisgsl weight loss. Our leaders also provide isgigin and motivation for our members
and are examples of our program's effectivenessusecthey have lost weight and maintained theigitdoss on our program.

Classes typically begin with registratiorda confidential weigh-in to track each membergess. Leaders are trained to engage the
members at the weigh-in to talk about their weigitrol efforts during the previous week and tovite encouragement and advice. Part of
the class is educational, where the leader ussesparanecdotes, games or open questions to damtersbtme of our core weight-loss
strategies, such as self-belief and discipline.tRerremainder of the class, the leader focuses\ariety of topics pre-selected by us, such as
seasonal weight-loss topics, achievements peopie made in the prior week and celebrating and aplihg successes. Members who have
reached their weight goal are singled out for taezomplishment. Discussions can range from dealittga holiday office party to making
time to exercise. The leader encourages substaitdizd participation and discusses supporting mtscand materials as appropriate. At the
end of the class, new members are given specialigt®n in our current weight loss plan.

Our leaders help set a member's weightgithin a healthy range based on body mass indérenWnembers reach their weight goal
maintain it for six weeks, they achieve lifetimemiger status. This gives them the privilege to attemr meetings free of charge as long as
they maintain their weight within a certain ran§eccessful members also become eligible to applgdsitions as classroom leaders. Field
management and current leaders constantly idemify leaders from members with strong interpersskidls, personality and communicati
skills. Leaders are usually paid on a commissi®gisha

As part of ou€orporate Solutions program, we address the weight-loss needs of wgi@ople by holding classes at their place of
employment. In many cases, employers subsidize@raplparticipation and typically provide meetingspwithout charge.

Our Approach

Our approach has always been based orcéwarelements:

. Group support
. Behavior modification
. Healthful eating
. Exercise
Group Support

The group support system remains the cetoiee of our classes. Members provide each othgrostiby sharing their experiences, their
encouragement and empathy with other people erglsiinilar weight-loss challenges. This group suppoovides the reassurance that no
one must overcome their weight-loss challengeseal@moup support assists members in dealing wsileis such as emotional-eating and
finding time to exercise. We facilitate this suppbrrough interactive meetings that encourage Iagrthrough group activities and
discussions.

Behavior Modification

Behavior modification and education onmgtind exercise habits have also always been keyesits of our program. We use
motivation, education and support to help membesage their

weight and to change their habits. Discussionpits$ such as staying motivated, how to avoid atérg and managing stress offer
members valuable insight on how to stay on our raogwhile dealing with the realities of everyddg.liOur U.S. members also currently
learn "Tools for Living," a set of ten techniquesassist in handling the barriers to long-term Welgss. Our international members learn
similar principles and receive similar publications

Healthful Eating

Our food plans allow our members to eatil@gmeals instead of pre-packaged meals. By gimegbers the freedom to choose what to
eat, our plans are flexible and adjustable to motifgstyles. In order to keep sound nutritionta forefront of weiglt-loss science, our foc



plans are designed in consultation with doctorsathdr scientific advisors. We continually strieeiinprove our methods by periodically
testing and introducing new features.

Our current food plans are based orPBENTS system, which assigns each fooB@INTS value based on its nutritional content.
Members are given a rangeR®INTSvalues to use each day on whatever combinatiooaxf they prefer so long as the total does not ek
the goal. While no food is forbidden, d@®INTS based plans encourage members to eat a wide vafigigds in amounts that promote
healthy weight loss. ThROINTS plans help members choose foods that are low jiniiglh in complex carbohydrates and moderate itepro
We also provide our members with information regagadyood nutrition. For example, this year, to clep the growing misinformation about
carbohydrates and clarify their true role in heakthting and weight loss, we published and distethin our meeting rooms and elsewhere a
consumer service guide call@éde Truth about Carbs. The theme of this material is that all caloriesrgumot just carbs) and many carbs—
including fruits, vegetables, whole grains and fatrdairy—provide essential nutrients and are \iahealth and well-being.

We customize our plans from country to ¢ouin order to suit local tastes and nutritionahcerns, as well as package labeling
differences between countries. Our plans allow memnto carry-back or carry-forward unuse@INTS values and thus gives members the
flexibility to participate in special occasions asgkcial meals. Our current United States planlawasched in Fall 2003 and is branded
FlexPoints, our current United Kingdom plan launched in WirR803 is branded@imeto Eat , and our current plan in Continental Europe
launched in Fall 2002 is brand@dints Plus . We typically launch an innovation in a regionamevery two years. We attempt to stagger our
innovations so they do not occur in all marketthatsame time.

Exercise

Exercise is an important component of welgss and our overall program to lose weight. €lassroom leaders emphasize the
importance of exercise to weight loss and in legdirhealthy, balanced lifestyle. In addition, otogzam promotes exercise by allowing
members to earn additiom@DINTSvalues as part of their menu planning based otyffeeand amount of exercise in which they engage. O
United States members currently receive "Get Movindpich is designed to promote exercise and agtvitside of the classroom. This
exercise guide is consistent with the recommendsatior physical activity outlined by both the Castfor Disease Control and Prevention
and the American College of Sports Medicine. Irdional members receive similar information.

Additional Delivery Methods

We have developed additional delivery mdshimr people who, either through circumstanceess@nal preference, do not attend our
classes. For example, we have developed prograkbooks and at Home self-help product that provide information on olarns and
guidance on weight loss, as well as CD-ROM versafraur food plans for the United Kingdom, ContitedrEurope and Australia.
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In the United States during 2001, our lgms WeightWatchers.com as part of its businegsched two online paid subscription
products Weight Watchers Online andWeight Watchers eTools. Weight Watchers Online offers information orFlexPoints, POINTSvalues,
content on various weight-loss subjects, profesdipieveloped lowPOINTSrecipes and weekly meal plans for differ@@INTSranges. It
addition,Weight Watchers Online provides an online journal, an onliR®INTS calculator, a recipPOINTS calculator, a weight tracker and
progress charts and targeted messages to helpibebs@chieve their weight-loss goals. This pradagets self-help dieters who choose the
Weight Watchers plan but not the Weight Watchersting servicesWeight Watchers eTools is designed to supplement and strengthen the
Weight Watchers classroom businasgight Watchers €Tools is a suite of electronic tools available only toig¥ Watchers members,
designed to help them achieve greater success kiyngniaeven easier to followlexPoints and by reinforcing our weight-loss approach
between meetings.

OurCorporate Solutions line of weight-loss offerings also includes disctathprepaid local meeting plans, Weight Watchetmen
subscriptions and the At Home kit.

Product Sales

We sell a range of proprietary products|uding snack bars, books, CD-ROMS &@@INTS calculators that are consistent with our
brand image. We sell our products primarily throogin classroom operations and to our franchiseeisdal 2003, sales of our proprietary
products represented 29% of our revenues. We hravengour product sales per attendance by focusing core group of products that
complement the Weight Watchers program. We intermbhtinue to optimize our product offerings by aag existing products and
selectively introducing new products.

Company-Owned Operations

Our North American operations consist giragimately 4,200 meeting locations that gener&&eP.4 million in meeting fee revenue
the fiscal year ended January 3, 2004. North Araaattendance was 34.6 million for the fiscal yestezl January 3, 200



International operations consist of appmadiely 9,400 meeting locations outside the UnitedeS that generated $214.8 million in
meeting fee revenue for the fiscal year ended Jsr8j&2004. International attendance was 26.3 omilfor the fiscal year ended January 3,
2004.

Franchise Operations

We have enjoyed a mutually beneficial ietathip with our franchisees over many years. Inearly years, we used an aggressive
franchising strategy to quickly establish a meetinfrastructure throughout the world to pre-emphpetition. Our franchised operations
represented approximately 26% of our total worldwadtendance for fiscal 2003. We estimate thdtsaal 2003, these franchised operations
attracted attendance of over 21 million. Francliggpically pay us a fee equal to 10% of their imgetee revenues.

Our franchisees are responsible for opggatiasses in their territory using the program ienadketing materials we have developed. We
provide a central support system for the prograth@m brand. Franchisees purchase products fromt wholesale prices for resale directl
members. Franchisees are obligated to adherdystoabur program content guidelines, with the ffem to control pricing, meeting locatiol
operational structure and local promotions. Frasexds provide local operational expertise, advagiand public relations. Franchisees are
required to keep accurate records that we audit periodic basis. Most franchise agreements agpepel and can be terminated only upon a
material breach or bankruptcy of the franchisee.

We do not intend to award new franchisattaies. From time to time we repurchase franchésatories.
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Licensing

As a highly recognized global braifdight Watchersis a powerful marketing tool for us and for thirdrfies. We currently license our
Weight Watchers brand in certain categories of food, books andrgbheducts. This year, for example, we partnereti Wpplebee's
International to launch a Weight Watchers brandedien of their menu. We also launched a line ofghfieWatchers bath scales with our
licensee, Conair. We believe that opportunitiesteta further capitalize on the strength of oumisrand the loyalty of our members by more
aggressively licensing our brand while maintainisgntegrity.

Food and Beverage Trademarks

At the time of our acquisition by Artal Lembourg, we and Heinz formed WW Foods, LLC, or Wedds, a 50-50 joint venture, under
which we maintain and preserve the Weight Watctrademarks covering food and beverages. WW Foaatgen an exclusive, worldwide,
royalty-free, perpetual license to Heinz to useftioel and beverage trademarks for use on food jgtedn its core categories (including
frozen dinners, frozen breakfasts, frozen desg¢extduding ice cream), frozen pizza and pizza ssaitkzen potatoes, frozen rice products,
ketchup, tomato sauce, gravy, canned tuna or sapramucts, soup, noodles (excluding pasta), andezhbeans and pasta products), and for
use only in Australia and New Zealand in certaiditioihal food product categories (including mayaseafrozen vegetables, canned fruits
and canned vegetables). The food and beverageddtalemarks may be used by Heinz only on Hegen$ied products that have been
specially formulated to be compatible with our digtprinciples. We have been granted a similanBecby WW Foods on all other food and
beverage products.

There are certain food and beverage tradentmvering the Heinz core categories that becafigeal laws, could not be effectively
transferred to WW Foods. These include tradematistered in multiple trademark classes, and cedthier trademarks. We maintain legal
ownership in these trademarks and hold them irodydior the benefit of WW Foods. Heinz retainstsdore categories (as described in the
paragraph above) an exclusive royalty-free liceénaese these food and beverage trademarks thabvlérhcustody for WW Foods. We have
undertaken to contribute any of these custodidktnzarks (or any portion covering food and bevemgducts) to WW Foods if WW Foods
determines that the transfer may be achieved Uodaklaw. Heinz pays us an annual fee of $1.2iomllntil September 2004 in exchange
our serving as the custodian of the food and bgesnademarks held for the benefit of WW Foods.

Other Marks

We maintain exclusive ownership of all seevmarks and trademarks other than food and bgedrademarks and, except for the rights
granted to WW Foods and to Heinz, we have the ekaduight to use all these marks for any purpossuding their use as trademarks for
products other than food and beverage products.

Program Sandards, Program Information and Related Trademarks

We have exclusive control of the dietarypgpiples to be followed in any eating or lifestybggimen to facilitate weight loss or weight
control employed by the classroom business suéhex®oints . We also maintain exclusive ownership of all pesgrinformation, consisting
of information and kno-how relating to any weig-loss program, terminology and trademarks or semviagks used to identify the progra



or terminology. We granted an exclusive, worldwidsjalty-free license to WW Foods, for sublicenséleinz, in its core categories as
described above, to use the terminology and ttae@ltrademarks and service marks, and we proWAdétFoods (and through it, Heinz)
with access to and a right to use this informaiemmay be reasonably necessary to develop, mantdamt market food and beverage
products in accordance with our dietary principlésinz granted a worldwide,
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royalty-free license to WW Foods to use improveraghat Heinz may develop in the course of its dsmiodietary principles or weight-loss
program, which WW Foods sublicensed in turn to us.

Third Party Licenses

During the period that Heinz owned our camy it developed a number of food product linedaurtheWeight Watchers brand, with
hundreds of millions of dollars of retail sales,stip in the United States and in the United Kingdéfeinz, however, did not actively license
the Weight Watchers brand to other food companies. For the period foamacquisition by Artal Luxembourg until SeptemB8r 2004, we
have assigned to Heinz all licenses that we hadqursly granted to third parties, and Heinz haaingtd all existing sublicenses granted by it
to third parties for various food products outsidéieinz core categories. Heinz still continueseceive royalty payments of over $4 million
per year from this existing portfolio of third-paiicenses. Since May 3, 2001, we have been magdlyese third party licenses on behalf of
Heinz for a fee equal to 5% of the royalties frdrade licenses. After September 29, 2004, thesesksewill revert to us, although we have
right to acquire them sooner, and the associatgaltyopayments will be payable to us in their eattir

WeightWatchers.com License

We granted an exclusive license to Weightivars.com, Inc., which is an independent comptinyse our trademarks, copyrights and
domain names in electronic media in connection Wétlonline weight-loss business. The license agese provides us with control over the
use of our intellectual property. In particular have the right to approve WeightWatchers.com'smrgerce activities, marketing programs,
privacy policy and materials publicly displayedtbe Internet. These controls are designed to prttecvalue of our intellectual property. !
"WeightWatchers.com Intellectual Property Licenseltem 13.

As an overview, in the United States du2@@1, WeightWatchers.com, as part of its busirlassiched two online paid subscription
products Weight Watchers Online andWeight Watchers eTools. Weight Watchers Online is a self-help product based on our current Weight
Watchers plan designed to attract consumers whosehthe Weight Watchers plan but not the WeightthW&s meeting services. We believe
thatWeight Watchers Online has increased and will continue to increase thellpoipy of our brand among dieters and strengtharboand in
the entire weight-loss markétleight Watchers eTools is designed to supplement and strengthen the Weigiithers classroom business.
Weight Watchers eTools is a suite of electronic tools available only toigfe Watchers members, designed to help them aelyeater
success by making it even easier to follekexPoints and by reinforcing our weight-loss approach betwaeetings.

During July 2002 and September 2002, W#igtthers.com launched an upgrade to the Unitedd¢ingand Canadian web sites
respectively, including the offering of two onlipaid subscription products. In January 2004, W#&igtthers.com launched similar
subscription products in Germany. These produote kamilar functionality to the existing United &ta products, but are tailored specifically
to the United Kingdom, Canadian and German markespectively.

We own 19.9% of WeightWatchers.com, or agpnately 37% on a fully diluted basis (includiftetexercise of all options and all
warrants). In January 2002, we began receivingltiegeof 10% of WeightWatchers.com's net revenunesduring 2003, we earned
$7.1 million in royalties from WeightWatchers.com.

Marketing and Promotion
Member Referrals

An important source of new members is thfoword-of-mouth generated by our current and formembers. Over our 40-year
operating history, we have created a powerful referetwork of loyal members. These referrals, ciodb with our strong brand and the
effectiveness of our program, enable us to effityesttract new and returning members.

Media Advertising

Our advertising enhances our brand imageaarareness and motivates both former members@edt@al new members to join o



program. Our advertising schedule supports thestkes enroliment-generating diet seasons of the yéater, spring and fall. We allocate
our media advertising on a market-by-market basisyell as by media vehicle (television, radio, ariges and newspapers), taking into
account the target market and the effectivenefiseofnedium.

Direct Mail

Direct mail is a critical element of our rketing because it targets potential returning mensibVe maintain databases of current and
former members in each country in which we operatéch we use to focus our direct mailings. Durfisgal 2003 our NACO operations s
over 22 million pieces of direct mail. Most of tleamailings are timed to coincide with the starthaf diet seasons and are intended to
encourage former members to re-enroll.

Pricing Structure and Promotions

Our most popular payment structure is -@syougo" arrangement. Typically, a new member pays #ialimegistration fee and ther
weekly fee for each class attended, although fgestration is often offered as a promotion. Qilnerty/Loyalty payment plan in the United
States provides members with the option of comngjttd consecutive weekly attendance with a lowezklyefee with penalties for missed
classes or paying a higher weekly fee without tiesed meeting penalties. We also offer discountedgyment plans.

Public Relations and Celebrity Endor sements

The focus of our public relations effodgttirough our current and former members who haweessfully lost weight on our program.
Classroom leaders and successful members engémmlmpromotions, information presentations andithavents to promote Weight
Watchers and demonstrate the program's efficacy.

For many years we have also used celebtiti@romote and endorse the program in differeahtries. Since 1997, we have retained
Sarah Ferguson, the Duchess of York, to promotesaddrse our program in North America.

In 2003, we, and the American Cancer Spciatinched a new initiative called the Great Armani Weighin in the United States. We ¢
a founding sponsor. This annual event spreads tind that eating well, being active and maintairangealthy weight can reduce cancer risk.

Weight Watchers Magazine

Weight Watchers Magazine is an important branded marketing channel thaxegencing strong growth. We re-acquired the sgbt
publish the magazine in February 2000 and relauhitkgublication in March 2000. Since January 2008 have sustained its circulation at
over one million. Our most recent information frivkediaMark, an industry tracking service, showsadezship of 7.4
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readers per copy, one of the highest in the ingubtraddition to generating revenues from subsicripsales and advertising/ei ght
Watchers Magazine reinforces the value of our brand and serves aspartant marketing tool to non-members. We alsblisb Weight
Watchers magazines in all of our other major market

WeightWatchers.com

Our licensee, WeightWatchers.com, opeitie¥veight Watchers website. The website contributes value to our otesa business by
promoting our brand, advertising Weight Watcheessés, providing a meeting locator and keeping reesribvolved with the program
outside the classroom through useful offeringshsaslow calorie recipes, weigliss news articles, success stories and onlinef@rduring
fiscal 2003, an average of approximately 135,00Quevisitors per week used our meeting locatouiea The meeting locator makes it
easier than ever for our members to find a megtiage and time that is convenient for them. Weigdiithiers.com now attracts an average of
over 2.4 million unique visitors per month.

Entrepreneurial Management

We run our company in a decentralized artcepreneurial manner that allows us to developtastnew ideas on a local basis and then
implement the most successful ideas across ouronketiwe believe local country and regional manageesbest able to develop new
strategies and programs to meet the needs ofrtfagkets. For example, local managers in the Urdiagdom were responsible for
developing ouPOINTS -based program. Local managers have also developeast of our customized pricing strategies suchas t
Liberty/Loyalty plan, which started in France. In addition, manpwf classroom products have been developed loaaththen been
introduced successfully in other countries. Locahamgers have strong incentives to adopt and implethe best practices of other regions
and to continue to develop innovative new progre



Competition

The weight-loss market includes commengiight-loss programs, self-help weight-loss diptsducts, and publications, Internet-based
weight-loss products, dietary supplements and meggdcement products, weight-loss services admairidtby doctors, nutritionists and
dieticians, surgical procedures, weight-loss diags$ weight-loss and fitness centers for women.

Competition among commercial weidbés programs is largely based on program recagnénd reputation and the effectiveness, s
and price of the program. In the United Statescorapete with several other companies in the comiadeseight-loss industry, although we
believe that the businesses are not comparablexaonple, many of these competitors' businessdsaaed on the sale of ppackaged mee
and meal replacements. Our classes use group suegocation and behavior modification to help merslthange their eating habits, in
conjunction with a flexible diet that allows our meers the freedom to choose what they eat. Thera@significant group education-based
competitors in any of our major markets, exceghaUnited Kingdom. Even there, we have an appratéiy 50% market share and
approximately twice the revenues of our largestpetitor, Slimming World.

We believe that food manufacturers thatpog meal replacement products are not comparabipetition because these businesses'
meal replacement products do not engender behanddification through education in conjunction wélilexible, healthy diet.

We also compete with various self helpgiptoducts and publications. In 2003, low carlsgikke Atkins and South Beach, gained in
popularity and media exposure. These diets advatrateatic reductions in carbohydrates that resuteiorie reduction. We believe that the
attraction of these

programs has peaked, however the pace of the datfithe low carb phenomenon is inherently uncertai
History
Early Devel opment

In 1961, Jean Nidetch, the founder of mmpany, attended a New York City obesity clinic &mok what she learned from her personal
experience at the obesity clinic and began weigss-meetings with a group of her overweight frieindfie basement of a New York
apartment building. Under Ms. Nidetch's leadersthip,group members supported each other in theghi#oss efforts, and word of the
group's success quickly spread. Ms. Nidetch ananéll Felice Lippert, who all successfully lost weitiirough these efforts, formally
launched Weight Watchers in 1963.

Heinz Owner ship

Recognizing the power of thiéeight Watchers brand, Heinz acquired us in 1978 in large partcquare the rights to our name for its fc
business. Through the 1980s, we operated autondynauger Heinz, maintaining our group educatiorucand our business continued to
grow.

In 1990, Heinz altered our successful mégahtroducing the sale of pre-packaged frozenlgiaough our NACO operations in
response to the initial success then experiencesbinge of our competitors who focused on meal reptents. These changes forced our
classroom leaders to become food sales peoplesgsitimanagers for food products, detracting frogirtfunction as role models and
motivators for our members. This caused a significiop in customer satisfaction and employee nepmaid attendance in our NACO
operations declined.

In 1995, we shifted to a more decentraliethagement approach, allowing the managementrohtarnational operations to develop
local business strategies and program innovatibimis. approach was successful and by 1996 our iatiemal growth began to accelerate.
Beginning in 1997, we restructured our NACO operaiby eliminating the pre-packaged frozen mealgnam from our classroom
operations, improving customer service, restorimpleyee morale and introducindP®INTS-based program which had been successfully
introduced in the United Kingdom. Following thigumn to our core program approach in the UnitedeStave moved from a fixed cost
structure back to a variable cost structure an@ hagistered strong attendance growth in our NA@&rations.

Artal Ownership

In September 1999, Artal Luxembourg acglire from Heinz. Following the acquisition, our isermanagement team was reorganized,
key employees invested approximately $4 milliomim company and a new performance-based stockroplam was put in place. The Invus
Group, LLC is the exclusive investment advisor ofaALuxembourg and has extensive experience whded consumer businesses,
including the turnaround of the Keebler Foods Camyp



Regulation

A number of laws and regulations governaulvertising, franchise operations and relatiorth wdonsumers. The Federal Trade
Commission, or FTC, and certain states regulateréiding, disclosures to consumers and franchiaedsther consumer matters. Our
customers may file actions on their own behali& atass or otherwise, and may file complaints withFTC or state or local consumer affairs
offices and these agencies may take action on ¢leirinitiative or on a referral from consumersthrers.

During the mid-1990s, the FTC filed comptaiagainst a number of commercial weight-loss iderg alleging violations of the Federal
Trade Commission Act by the use and content of
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advertisements for weight-loss programs that feattestimonials, claims for program success aretysahd statements as to program costs
to participants. In 1997, we entered into a conseaér with the FTC settling all contested isswsed in the complaint filed against us. The
consent order requires us to comply with certaotedures and disclosures in connection with ouedidements of products and services but
does not contain any admission of guilt nor requieo pay any civil penalties or damages.

Our overseas operations and franchisealsoegenerally subject to regulations of the ajgjplie country regarding the offer and sale of
franchises, the content of advertising and the ptam of diet products and programs. Future legimheor regulations, including legislation
or regulations affecting our marketing and advergractices, relations with consumers or franess or our food products, could have an
adverse impact on us.

Employees and Service Providers

As of January 3, 2004, we had approximad€l)00 employees and service providers locatéigenited States, the United Kingdom,
Continental Europe, Australia and New Zealand. Nafnagur service providers or employees is represkhy a labor union. We consider our
employee relations to be satisfactory.

Financial Information by Geographic Area

Information concerning our geographic segi®és contained in Note 16 of our ConsolidatechRinial Statements, attached hereto and
incorporated by reference.

Corporate Information

Corporate information, press releases amgberiodic reports (e.g. 10-K's, 10-Q's, 8-K'sj) amendments thereto are available free of
charge atwww.weightwatcher sinternational.com as soon as reasonably practical after such mais®déctronically filed with or furnished to
the SEC (i.e., generally the same day as the Jilidgreover, we also make available free of chaifghat site the Section 16 reports filed
electronically by our officers, directors and 10P&usholders. Usually these are publicly accessiblater than the business day following
filing.

Shareholders may request a free copy sktitems at:

Weight Watchers International
Attn: Investor Relations

175 Crossways Park West
Woodbury, NY 11797

(516) 390-1400

CAUTIONARY NOTICE REGARDING FORWARD-LOOKING STATEME NTS

Except for historical information containleerein, this Annual Report on Form 10-K, inclutfesward-looking statements," within the
meaning of Section 27A of the Securities Act of 3@8d Section 21E of the Securities Exchange A&B8H, including, in particular, the
statements about our plans, strategies and praspeder the headings "Business" and "Managemeistsi§sion and Analysis of Financial
Condition and Results of Operations." We have tisedvords "may," "will," "expect,” "anticipate,” &tieve," "estimate,” "plan,” "intend" a
similar expressions in this Annual Report on FofirKland the documents incorporated by referenddetatify forward-looking statements.
We have based these forward-looking statementsipowrent views with respect to future events fimaincial performance. Actual results
could differ materially from those projected in
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the forward-looking statements. These forward-laglstatements are subject to risks, uncertaintidsaasumptions, including, among other
things:

. competition, including price competition and conipat with selfhelp, pharmaceutical, surgical, dietary supplemantsmez
replacement products, and other weight-loss bratidss, programs and products;

. risks associated with the relative success of ankating and advertising;

. risks associated with the continued attractiveioésair programs;

. risks associated with our ability to meet our oaligns related to our outstanding indebtedness;

. risks associated with general economic conditians

. legislation or regulations, more aggressive enfoe of existing legislation or regulations or @ebe in the interpretation of

existing legislation or regulations.

You should not put undue reliance on amyéwd-looking statements. You should understantdrteny important factors, including
those discussed under the heading "Managementsd3ion and Analysis of Financial Condition anduRssof Operations,” could cause our
results to differ materially from those expresseduggested in any forward-looking statements. Bikase required by law, we do not
undertake any obligation to publicly release angsiens to these forward-looking statements toefevents or circumstances that occur
after the date of this Annual Report on Form 10rKooreflect the occurrence of unanticipated events

Item 2. Properties

We are headquartered in Woodbury, New Yiork leased office that expires in 2005. Weight tdats Magazine is headquartered in
New York, New York in a leased office that expine005. In addition, each of our four NACO regidras a small regional office unde
short term lease. Our Paramus, New Jersey leageip 2007. Our foreign operations in each cougénerally also have an office in each
foreign country.

We typically hold our classes in third-pddcations (typically meeting rooms in well-locdteivic or religious organizations) or space
leased in retail centers (typically leased spagesrip malls for short terms, generally less thiam years). As of January 3, 2004, there were
approximately 4,200 North America meeting locatiansluding approximately 3,500 third-party locatsoand 700 retail centers. In the
United Kingdom, there were approximately 4,400 nmgelocations, with approximately 99.9% in thipasty locations. In Continental Euroj
there were approximately 4,000 meeting locationt) approximately 97% in third-party locations.Awstralia and New Zealand, there were
approximately 1,000 meeting locations, with appmadely 96% in third-party locations.

Item 3. Legal Proceedings

We are not a party to any material pendtiggl proceedings. We are involved with legal peatiegs incidental to our business such as
operational and contractual relations with our tdsees. In the opinion of management, based trupan advice of legal counsel, the
disposition of all such matters is not expectellaee a material effect on our results of operatmminancial condition.

Item 4. Submission of Matters to a Vote of Secity Holders
No matters were submitted to a vote ofghareholders during the last quarter of the figeal ended January 3, 2004.
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PART Il
ltem 5. Market for Registrant's Common Stock andRelated Shareholder Matters

Weight Watchers common stock is listedtmNew York Stock Exchange (the "NYSE"). The commtotk was first traded on the
NYSE on November 15, 2001 under the symbol "WTWibiRo this offering, there was no establishedljputtading market for our commc
stock.

The following table sets forth, for the iperindicated, the high and low sales prices pareifior our common stock as reported on



New York Stock Exchange consolidated tape (NY Sketicsymbol: "WTW").

Fiscal Year ended December 28, 2002

High Low
First Quartel $ 39.3t $ 31.3t
Second Quarte $ 4458 $ 35.8C
Third Quartel $ 48.61 $ 35.1C
Fourth Quarte $ 50.3¢ $ 42.2¢

Fiscal Year ended January 3, 2004

High Low
First Quartel $ 47.2¢ $ 38.1t
Second Quarte $ 48.7C $ 40.6(
Third Quartel $ 46.51 $ 39.7¢
Fourth Quarte $ 43.06 $ 35.2¢

Holders

The approximate number of holders of readrdommon stock as of January 31, 2004 was 138.Aumber does not include beneficial
owners of our securities held in the name of noesne

Dividends

No cash dividends were declared or paidwncommon stock in fiscal 2002 or 2003. We doardicipate paying cash dividends in the
foreseeable future. In addition, our existing dabtruments place limitations on our ability to pi#iyidends. Any future determination as to
the payment of dividends will be subject to suahititions, will be at the discretion of our Boarffdirectors and will depend on our result:
operations, financial condition, capital requiretsesnd other factors deemed relevant by our BoaRirectors.

Equity Compensation Plans
See Item 12 (on pages 41-43) for informmatibout equity compensation plans.
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Item 6. Selected Financial Data
The following schedule sets forth our slddinancial data for the fiscal years ended Jgn8a2004, December 28, 2002 and
December 29, 2001, the eight months ended Decedih@000, and the fiscal years ended April 29, 2009 April 24, 1999.
SELECTED FINANCIAL DATA

(In millions, except per share amounts)

Fiscal Years Ended Eight Months Ended Fiscal Years Ended

December 30,

January 3, December 28, December 29, 2000 April 29, April 24,
2004 2002 2001 (35 Weeks) 2000 1999

Revenues, ne $ 943¢ $ 809.¢ $ 623.¢ $ 2732 % 399.f $ 364.€

Net income $ 143.¢ $ 1437 $ 147.2 $ 15C % 37.6$ 47.¢

Working capital (deficit $ (195 % 221 8% 24.0% 102 $ 09% 912

Total asset $ 770.7 $ 609.¢ $ 482<¢ % 346.2 $ 3342 % 371«

Long-term obligations $ 469.¢ $ 454.7 $ 500.C $ 496.71$ 500t % 16.7
Earnings per sharn

Basic $ 1.3t $ 1.3t $ 1.34 $ 0.1 $ 02C$ 0.17

Diluted $ 131% 131% 131% 0.1t $ 02($ 0.17



Items Affecting Comparability

Several events occurred during the fisealry ended January 3, 2004, December 28, 2002 ecehiber 29, 2001, the eight months
ended December 30, 2000, and the fiscal years ehpléid29, 2000 and April 24, 1999 that affect tt@mparability of our financial
statements. The nature of these events and thp&don underlying business trends are as follows:

Debt Refinancing.  On August 21, 2003, we successfully completéehder offer and consent solicitation to purct&:6% of our
$150.0 million USD denominated ($144.9 million) &8t 6% of our €100.0 million euro denominated (€Jiillion) 13% Senior
Subordinated Notes. The consideration for the teaffer and consent solicitation was funded fromatcan hand of $57.3 million and
$227.3 million of additional borrowings under thee@it Facility, which we refinanced as follows: fret.oans B and D and the TLC in the
aggregate amount of $204.7 million were repaid@piaced with a new Term Loan B in the amount &8 million and a new TLC in the
amount of $49.1 million. Term Loan A in the amooh®30.0 million remained in place, along with avBleer with available borrowings up
to $45.0 million. Due to this early extinguishmenhidebt, we recognized expenses of $47.4 milliothenthird quarter of 2003.

Acquisitions of WW Group and Dallas/New Mexico. On March 30, 2003, we acquired certain agsfatgght of the fifteen franchises of
The WW Group, Inc. and its affiliates (the "WW Gp3dufor an aggregate purchase price of $180.7 aomilliThe acquisition was financed
through cash and additional borrowings of $85 milliOn November 30, 2003, we acquired certain asgeiur franchises in Dallas and New
Mexico for a total purchase price of $27.2 millidrhis acquisition was financed through cash frorarapons. All acquisitions have been
accounted for as purchases and accordingly, themirggs have been included in our consolidatedatjpey results since the dates of their
acquisitions.

Acquisitions of North Jersey, San Diego and Eastern North Carolina. On January 18, 2002, we acquired the frandbisiory and
certain business assets of our franchise in Nentsey for an aggregate purchase price of $46.%5omillhe acquisition was financed through
additional borrowings that were subsequently repgithe end of the second quarter of 2002. On2uR002 and September 1, 2002, we
acquired the assets of our franchises in San DdeddEastern North Carolina
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for a total purchase price of $11.0 and $10.6 arillirespectively. These acquisitions were finartbeaugh cash from operations. All
acquisitions were accounted for as purchases amatdingly, their earnings have been included ineaansolidated operating results since the
dates of their acquisitions.

Reversal of Tax Valuation Allowance. During the fourth quarter of fiscal 2001, veeeérsed the remaining tax valuation allowance set
up in conjunction with the acquisition by Artal Lembourg in 1999. At the time of the acquisition, determined that it was more likely than
not that a portion of the deferred tax asset wowoldbe utilized. Therefore, a valuation allowantamproximately $72.1 million was
established against the corresponding deferredgseat. Based on our performance since the acquisitie determined that the valuation
allowance was no longer required. Accordingly, fhevision for taxes for the fiscal year ended Delsen®9, 2001 included a one-time
reversal (credit) of the remaining balance of thkiation allowance of $71.9 million.

Acquisition of Weighco. On January 16, 2001, we acquired the frandhiseitories and certain business assets of Weifcan
aggregate purchase price of $83.8 million. The witipn was financed through additional borrowira§$$60.0 million and cash from
operations. The acquisition has been accounteasfarpurchase and accordingly, Weighco's earnisegs been included in our consolidated
operating results since the date of acquisition.

ChangeinFiscal Year . Effective April 30, 2000, we changed our fisgaar end from the last Saturday in April to treBday closest
to December 31 and eliminated a one month repoldigdor certain foreign subsidiaries. The resafteperations for these foreign
subsidiaries have been adjusted for the eight nsaenkded December 30, 2000. The effect on our nehie for these subsidiaries for the
period March 31, 2000 through April 29, 2000 wasl$tillion and was adjusted to the opening accutedldeficit at April 30, 2000.

Recapitalization. On September 29, 1999, as part of our acgundity Artal Luxembourg, we entered into a recdjzigédion and stock
purchase agreement, or the Transaction, with aundoparent, Heinz. In connection with this Trarige we effectuated a stock split of 58.7
shares for each share outstanding. We then rede&®ded million shares of common stock from Heinz$849.5 million. The $349.5 millic
consisted of $324.5 million of cash and $25.0 willof our redeemable Series A Preferred Stock.rAéigemption, Artal Luxembourg
purchased 94% of our remaining common stock froimHfor $223.7 million. The recapitalization andak purchase was financed through
borrowings under credit facilities amounting to epgmately $237.0 million and by issuing senior sudinated notes amounting to
$255.0 million. In connection with the Transacti@re incurred approximately $8.3 million in transantcosts, which were included in the
results of operations for the fiscal year endedil&®, 2000.

Item 7. Management's Discussion and Analysis &inancial Condition and Results of Operations



Overview

We are the leading provider of weight-lessvices, operating in 30 countries around thedvade conduct our business through a
combination of company-owned and franchise opamnatiwith company-owned operations accounting fé6 4 total worldwide attendance
for the fiscal year ended January 3, 2004. 64%uofevenues were generated by our U.S. operatmusthe remaining 36% of our revenues
resulted from our international operations. Wededur revenues principally from:

. Meeting fees. Our members pay us a weekly fee to attend ouretass

. Product sales. We sell proprietary products that complement oogpam, such as snack bars, books, CD-ROMSPOINTS
calculators, to our members and franchisees.

. Franchise royalties. Our franchisees typically pay us a royalty fee @¥4lof their meeting fee revenues.

. Other. We license our brand for certain foods, books ahédroproducts. We also generate revenues fromuhlksping of

books and magazines and third-party advertising.
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The following table sets forth our revenbgsategory for the 2003, 2002 and 2001 fiscatyghe eight months ended December 30,
2000, and the 2000 and 1999 fiscal years.

Revenue Sources

Eight Months

Fiscal Years Ended Ended Fiscal Years Ended
January 3, December 28, December 29, December 30, April 29, April 24,
2004 2002 2001 2000 2000 1999
(In millions)
NACO meetings fee $ 3924 % 350.7 $ 2625 $ 96.€ $ 130.6 $  122:
International company-owned meetir
fees 214.¢ 170.C 153.C 87.2 152.7 143.¢
Product sale 276.¢ 237.¢ 170.Z 66.4 84.2 57.2
Franchise royaltie 24.¢ 31.:2 28.2 17.7 25.¢ 23.2
Other 35.C 20.C 95 5.C 6.C 17.¢
Total $ 943.¢ $ 809.¢ $ 623.¢ $ 2732 $ 399.£ 8  364.

After our acquisition by Artal Luxemboung 1999, we reorganized our management and stremgfdhaur strategic focus. Since 1999,
our revenues have increased as shown in the dh@reaOur operating income margin has grown fron3@2in fiscal 1999 to 33.5% in fisc
2003. The increases are principally a result of:

. Increased NACO classroom attendance.  As a result of our decision to re-focus our timggs exclusively on our group
education approach and to introduce into NACORQINTS -based program developed in the United Kingdomand
Liberty/Loyalty meeting fee pricing strategy developed in Franae NACO classroom attendance, including the impéctur
acquisitions, grew between fiscal 1999 and fis€8i®at a compound annual rate of 28.1%. Includagussitions of our
franchises which were made over this period (WWuprand Weighco and those in Dallas, New Mexico tiNdersey, San
Diego and Eastern North Carolina), our attendamea grom 10.9 million in 1999 to 34.6 million in @8.

. Accelerated growth in Continental Europe.  In Continental Europe, we have accelerated tirdy adapting our business
model to local conditions, implementing more aggnesmarketing programs tailored to the local mexrkend increasing the
number of meetings ahead of anticipated demandvdzst fiscal 1999 and fiscal 2003, attendance inGmntinental European
operations grew at a compound annual rate of 12.8%.

. Increased product sales.  We have increased our product sales by 38386 fiscal 1999 to fiscal 2003 as a result of our
growing attendance, introducing new products artdroping our product mix. In our meetings, we hanereased average
product sales per attendance from $1.53 to $3.86 the same perio



As shown in the chart below, our worldwattendance (including acquisitions of franchises)ur company-owned operations has
grown by 104%, from 29.8 million in fiscal 1999@6.8 million in fiscal 2003.
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Attendance in Company-Owned Operations

Twelve Eight
Months Months
Fiscal Years Ended Ended Ended Fiscal Years Ended
January 3, December 28, December 29, December 30, December 30, April 29, April 24,

2004 2002 2001 2000 2000 2000 1999

(53 weeks) (52 weeks) (52 weeks) (54 weeks) (35 weeks) (35 weeks) (52 weeks)
(in millions)

North America 34.¢ 30.€ 23.t 14.: 8.9 13.2 10.€
United Kingdom 12.¢ 11.¢€ 11.€ 11.2 7.C 10.€ 9.8
Continental Europ 10.1 9.2 8.7 7.0 4.€ 6.1 5.7
Other Internatione 3.3 34 3.2 3.2 1.6 .3 3.4
Total 60.¢ 55.: 47.C 35.7 22.4 33.: 29.¢

Since the fiscal year ended December 282 2@e have acquired the franchised territoriesaanthin business assets of five franchisees
as outlined below:

Acquisitions
Attendance*
Fiscal Years Ended
Purchase Closing January 3, December 28,
Price Date 2004 2002
(in millions)

North Jerse) $ 46.5 January 18, 200 1.4 1.4
San Diegc $ 11.C July 2, 200z 0.€ 0.2
Eastern North Carolin $ 10.€ September 1, 20C 0.3 0.1
WW Group $ 180.%7 March 30, 200: 3.6 —
Dallas/New Mexicc $ 27.z  November 30, 200 ** —
5.6 1.7

| |

* From date of acquisition to the end of the fiscadry

*x Less than 0.1 million

These acquisitions have been accountedrider the purchase method of accounting. Accordjrigeir results of operations have been
included in our consolidated operating resultsesithe dates of the completion of their respectoguasitions.

Critical Accounting Policies

"Management's Discussion and Analysis ofiRcial Condition and Results of Operations" issbagon our consolidated financial
statements, which have been prepared in accordetitaccounting principles generally accepted i thnited States of America ("U.S.
GAAP"). The preparation of these financial stateta@aquires us to make estimates and judgmentaffeat the reported amounts of ass



liabilities, revenues and expenses, and relatezlodisre of contingent assets and liabilities. Omagoing basis, we evaluate our estimates
and judgments, including those related to inveagrinvestments, the impairment analysis for gothénd other indefinite-lived intangible
assets, income taxes, and contingencies and idigate base our estimates on historical experi@anceon various other factors and
assumptions that we believe to be reasonable uhdeaircumstances, the results of which form theebdor making judgments about the
carrying values of
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assets and liabilities that are not readily apparem other sources. Actual results may diffemfrthese estimates under different assump
or conditions.

We believe the following accounting pol&i@e most important to the portrayal of our finahcondition and results of operations and
require our most significant judgments.

Revenue Recognition

We earn revenue by conducting meetingngedroducts and aids in our meetings and to mamdhisees, collecting commissions from
franchisees operating under the Weight Watchersenauoilecting royalties related to licensing agreats, selling advertising space in and
copies of our magazine. We charge non-refundalistration fees in exchange for an introductorpinfation session and materials we
provide to new members. Revenue from these reti@irtees is recognized when the service and pitscare provided, which is generally at
the same time payment is received from the custoR®mrenue from meeting fees, product sales, cononsand royalties is recognized
when services are rendered, products are shippagstomers and title and risk of loss pass to tistotner, and commissions and royalties
earned. Advertising revenue is recognized wheraaglpublished. Revenue from magazine sales is nizadywhen the magazine is sent to
the customer. Deferred revenue, consisting of pddpature and magazine subscription revenue, isréred into income over the period
earned. Discounts to customers, including freesteggion offers, are recorded as a deduction framsgrevenue in the period such revenue
was recognized. We grant refunds under limiteduoirstances and at aggregate amounts that histgriwale not been material. Because the
period of payment generally approximates the peme@nue was originally recognized, refunds arended as a reduction of revenue when
paid.

Goodwill and Intangibles

Finite-lived intangible assets are being#ined using the straight-line method over thetireated useful lives of three to 20 years.
Effective December 30, 2001, we adopted SFAS Na, Business Combinations" and SFAS No. 142, "Gabdwd Other Intangible
Assets." As a result, we no longer amortize goddamiti other indefinite-lived intangible assets, &ré required to review these assets for
potential impairment. We performed fair value impaént testing as of January 3, 2004 and Decemhe2®2 on our goodwill and other
indefinite-lived intangible assets, which determiinat the carrying amounts of these assets digxa#ed their respective fair values and
therefore, no impairment was evident. We are reglio perform this impairment testing at least afiguor more frequently if circumstanc
indicate possible impairment. When determining vaiue, we utilize various assumptions, includimgjgctions of future cash flows. A
change in these underlying assumptions will causeaage in the results of the tests and, as socild cause fair value to be less than the
carrying amounts. In such event, we would thenglogiired to record a corresponding charge, whichldvioopact earnings. We continue to
evaluate these estimates and assumptions andéd#tiaithese assumptions, which included an estiofduture cash flows based upon the
anticipated performance of the underlying busingsts, were appropriate.

Hedging Instruments

We enter into forward and swap contractsédge transactions denominated in foreign curesriai order to reduce currency risk
associated with fluctuating exchange rates. Thestacts have been used primarily to hedge paynagisisg from some of our foreign
currency denominated obligations. In addition, w&seinto interest rate swaps to hedge a substgatiion of our variable rate debt.

We account for our hedging instruments utide provisions of SFAS No. 133, "Accounting foerivative Instruments and Hedging
Activities," which requires that all derivative &incial instruments be recorded on the consolidadémhce sheet at fair value as either asst
liabilities. Fair value

18

adjustments for qualifying derivative instruments eecorded as a component of other comprehensieene and will be included in earnings
in the periods in which earnings are affected leyhthdged item. Fair value adjustments for non-tyiiadj derivative instruments are recorded
in our results of operation



WeightWatchers.com

We own approximately 19.9% of our affiliaed licensee, WeightWatchers.com, or approxima&é® on a fully diluted basis
(including the exercise of all options and all t@rants we own in WeightWatchers.com). Becausmiofbility to exercise significant
influence over WeightWatchers.com, we accounthg investment under the equity method of accogntimder a loan agreement between
us and WeightWatchers.com, we advanced WeightWistatoen $34.5 million. In 2001, we wrote off our fizato the extent of our equity
interest in WeightWatchers.com's losses. In addiiio 2001, we fully reserved for the remainingridmlance. In 2003, we received a
$5.0 million payment from WeightWatchers.com redgdhe principal balance to $29.5 million.

Income Taxes

Deferred income taxes result primarily frtemporary differences between financial and t@oréng. If it is more likely than not that
some portion of a deferred tax asset will not ladized, a valuation allowance is recognized. Wesater historic levels of income, estimates
of future taxable income and feasible tax planrstigtegies in assessing the need for a tax vatuatiowance.

Results of Operations

The following table summarizes our histakimcome from operations as a percentage of resefar the fiscal years ended January 3,
2004, December 28, 2002 and December 29, 2001.

Fiscal Years Ended

January 3, December 28, December 29,
2004 2002 2001
Total revenues, nt 100.(% 100.(% 100.(%
Cost of revenue 46.7 45,7 45.¢
Gross profit 53.3 54.: 54.1
Marketing expense 12.C 10.C 11.2
Selling, general and administrative exper 7.8 7.€ 11.7
Operating incom: 33.5% 36.7% 31.2%

Figures are rounded to the nearest onerkdrtiousand; percentage changes are based orerbfigdres. Attendance percentage
changes are based on rounded figures to the nélanesand.

Comparison of the fiscal year ended January 3, 2004 (53 weeks) to the fiscal year ended December 28, 2002 (52 weeks).

Net revenues were $943.9 million for theeéil year ended January 3, 2004, an increase df$hdllion, or 16.6%, from $809.6 million
for the fiscal year ended December 28, 2002. Thé&%6ncrease in net revenues was partially theltrefworldwide attendance growth of
10.1%, which drove an $86.5 million increase irsstaom meeting fees. The other components of tB4.3nillion increase in net revenues
in fiscal 2003 over fiscal 2002 were $39.2 milliohproduct sales, $2.9 million of royalties fromrdieensee, WeightWatchers.com,
$12.2 million attributable to our publications awitier licensing sources, offset by a $6.5 milli@crase in franchise revenues. Excluding
impact of fluctuations in foreign currency tranglas, meeting fees and product sales increaseddlid. North
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America and 11.2% internationally. The impact afrency fluctuations on worldwide revenues was andase of 5.5%.

Classroom meeting fees were $607.2 millarthe fiscal year ended January 3, 2004 as caoeddar$520.7 million for the fiscal year
ended December 28, 2002, an increase of 16.6%ARAN classroom meeting fees rose 11.9%, or $41libmifrom $350.7 million in fisca
2002 to $392.4 million in fiscal 2003. Total attendes grew 12.4%. Excluding the impact of the t@adhise acquisitions completed during
2003 and the impact of the additional week in th@3fiscal year, NACO's organic attendances deettasl% from the prior year. In the fi
half of the year, attendance was negatively aftebiebad winter weather, the war in Irag, a latet&aand the nine-month delay (until fall) of
the NACO innovation. Escalating over the coursthefyear, the low-carb diet phenomenon had a negatipact on the growth in our North
American business. We saw organic attendance @scliersus prior year periods of 6.3% in the secpraditer, 2.4% in the third quarter and
3.1% in the fourth quarter.

International company-owned classroom megfites were $214.8 million for the fiscal year ehdanuary 3, 2004, an increase of
$44.8 million, or 26.4%, from $170.0 million foraHiscal year ended December 28, 2002. The 26.46tgrin meeting fees was driven



attendance increases of 8.2% in the UK and 9.1@omtinental Europe, coupled with a 16.4% favoraigact from foreign currency
exchange rates.

Product sales were $276.8 million for tisedl year ended January 3, 2004, an increase32 $8illion, or 16.5%, from $237.6 million
for the fiscal year ended December 28, 2002. Pioshles increased 7.8% to $158.2 million domedyicaid 30.6% to $118.6 million
internationally. The increase in international prodsales was fueled by attendance growth, higiles per individual attendance and the
favorable impact of foreign currency fluctuatiofie increase in domestic product sales resulted &dditional attendances and a price
increase effected early in 2003 on certain of amscamable products in some of our NACO marketsdiRtbsales per attendance without the
impact of the WW Group acquisition decreased 12r8%e fourth quarter of fiscal 2003 as comparethtosame quarter last year, but
increased 3.8% for the full year as compared t®200

For the fiscal year ended January 3, 268@4chise royalties were $18.6 million domesticahd $6.3 million internationally. In total,
franchise royalties were $24.9 million is fiscalD30a decrease of $6.4 million, or 20.4%, from $3tillion for the fiscal year ended
December 28, 2002. The decline was mainly the re$wur acquisition of certain franchise terriggiin 2003. As we continue to acquire
franchises, revenue from the associated commissidhsontinue to decline, but the overall net inspan the business of making franchise
acquisitions is accretive.

Revenues from publications, licensing atitéoroyalties increased 75.0%, or $15.0 millien$85.0 million for the fiscal year ended
January 3, 2004 from $20.0 million for the fiscaby ended December 28, 2002. The main componettigsafain were an $8.0 million rise
in magazine advertising revenues and publishinglti®g, a $4.2 million increase in licensing reveramd $2.9 million higher royalties earr
from our WeightWatchers.com license.

Cost of revenues was $440.4 million forfikeal year ended January 3, 2004, an increa$&@flL million, or 18.9%, from
$370.3 million for the fiscal year ended Decemt&rZ002, outpacing the 16.6% revenue growth f@afi2003. The resultant gross profit
margin was 53.3% of sales in fiscal 2003, which wasme percentage point decrease from the 54.38bdéviscal 2002.
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The following chart shows the change insgrprofit margin for each quarter of the last tvgodl years:

Fiscal Year 2003

First Second Third Fourth Full
Quarter Quarter Quarter Quarter Year
(in millions)
Revenues, n¢ $ 251t % 258.¢ $ 217t % 216.1 $ 943.¢
Cost of revenue 113.3 116.1 107.3 103.7 440.4
Gross profit ($, $ 1382 $ 1427 $ 110z $ 1122 $ 503.t
IEEEE————" S S S
Gross profit (%, 55.(% 55.1% 50.7% 52.(% 53.2%

| | | | |
Fiscal Year 2002

First Second Third Fourth Full
Quarter Quarter Quarter Quarter Year
(in millions)
Revenues, ne $ 2125 3 217.¢ $ 189.:. $ 190.1 $ 809.7
Cost of revenue 96.C 96.( 85.€ 92.€ 370.z
Gross profit ($; $ 1165 $ 121¢ $ 103.€ $ 97t % 439.
| | | | |
Gross profit (%, 54.8% 55.%9% 54.8% 51.2% 54.2%

Gross profit for fiscal 2003 was $503.5limil, up 14.6% from $439.5 million in fiscal 200Phe change in the gross profit margin
percentage for the full year 2003 as compared 02 20sulted primarily from factors relating to timaing of our Fall 2003 NACO innovatio
These included significant expenses in the thirartgu 2003 relating to the nationwide innovatiairting meetings held with our meeting
room staff, the writ-off of some unused program material and the detigikeep more meetings open than we normally whaiee during



the lower attendance summer months in anticipaifdhe expected increased volume due to the inmmvat

Marketing expenses increased $32.4 millwrg9.9%, to $113.6 million in the fiscal year eddlanuary 3, 2004 from $81.2 million in
the fiscal year ended December 28, 2002. Durin@2@@ made the decision to increase marketingppat the continuing growth of the
business while specifically targeting some of oey knarkets. As a percentage of net revenues, niagkextpenses increased from 10.0% in
2002 to 12.0% in 2003. During 2004, we expect dsodute level of marketing spending to be rougliyiealent on a local currency basis to
what we spent in 2003.

Selling, general and administrative expsngere $73.9 million for the fiscal year ended Zam8, 2004, an increase of $12.6 million, or
20.6%, from $61.3 million for the fiscal year endeeicember 28, 2002. The main drivers of this inreeeaere the acquisition of WW Group
franchise territories, higher medical and otheuinace rates and legal fees, and expenses assogittieadditional regulatory and compliau
requirements. The impact of the dollar weakeniratire to the currencies of our international sdizsies also had the result of increasing
selling, general and administrative expenses. pareentage of revenue, selling, general and adiratiiee expenses remained fairly
consistent at 7.8% as compared to 7.6% last year.

Operating income was $316.1 million for ftseal year ended January 3, 2004, an increa$&®f million, or 6.5%, from
$296.8 million for the fiscal year ended Decemt&rZ002. Operating income growth lagged top lineneie growth primarily due to our
decision to implement major increases in markesiognding. Accordingly, our operating income margihin fiscal 2003 to 33.5%, from
36.7% in the prior year. The decline in gross mafgpym the prior year also contributed to the opegamargin compression.
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Net interest charges in 2003 were down20@m $42.3 million in 2002 to $33.7 million. Thepurchase and retirement in the third
quarter of 2003 of most of our 13% Senior SuborgiddNotes and the associated refinancing of our, @¢ehich will be explained in more
detail below) lowered our interest expense forrraainder of 2003 and beyond.

Other expenses, net were $2.8 million fierfiscal year ended January 3, 2004 as compai&tot® million for the fiscal year ended
December 28, 2002. Primarily as a result of thees@ntioned retirement of the euro denominatedgodf our 13% Senior Subordinated
Notes, we saw a reduction in unrealized currenaysgasses net of hedges from a loss of $17.1anilih 2002 to a loss of $9.1 million
2003. Additionally, in 2003 we received a $5.0 maillloan repayment from our licensee, WeightWatslwem, which we recorded as a
component of other income in 2003 since the lodartt@ had been entirely written off by the endisddl 2001.

As was mentioned above, in the third quart003, we successfully completed a tender affat consent solicitation to purchase 9€
of our $150.0 million USD denominated ($144.9 roil) and 91.6% of our €100.0 million euro denomidg&91.6 million) 13% Senior
Subordinated Notes. The consideration for the teatffer and consent solicitation was funded frorattan hand and additional borrowings
under our Credit Facility, which was refinanced @amently. We recognized expense for early extisiguient of debt of $47.4 million in the
third quarter of 2003 that included tender premiwih$42.6 million, the write-off of unamortized dabsuance costs of $4.4 million and
$0.4 million of fees associated with the transactithe average interest rate on our debt declired ©.1% at December 28, 2002 to
approximately 3.7% at January 3, 2004 as a restiiteorefinancing.

Comparison of the fiscal year ended December 28, 2002 (52 weeks) to the fiscal year ended December 29, 2001 (52 weeks).

Net revenues were $809.6 million for thezéil year ended December 28, 2002, an increasE86f Bmillion, or 29.8%, from
$623.9 million for the fiscal year ended Decemb@rZD01. The 29.8% increase in net revenues waslhathe result of worldwide
attendance growth of 17.7% driving a $105.0 milliocrease in classroom meeting fees. The other oaemgs of the $185.7 million increase
in net revenues in fiscal 2002 over fiscal 2001er87.2 million of product sales, $3.0 million ddrichise revenues, $4.2 million of royalties
from our licensee, WeightWatchers.com, and $6.8anikttributable to our publications and otheelising sources. On a geographical basis,
meeting fees and product sales increased 37.4%rvith Mmerica and 16.5% internationally, with 5.1%lee international increase resulting
from currency fluctuations.

Classroom meeting fees were $520.7 milirthe fiscal year ended December 28, 2002 as aodpto $415.7 million for the fiscal
year ended December 29, 2001. In NACO, classroostingefees rose 33.6%, or $88.2 million, from $36aillion in fiscal 2001 tc
$350.7 million in fiscal 2002. Total attendanceswgi31.2% while organic growth, excluding the impaicthe three franchise acquisitions
completed during 2002, was 22.0%.

International company-owned classroom megiees were $170.0 million for the fiscal year eth@ecember 28, 2002, an increase of
$16.8 million, or 11.0%, from $153.2 million foraHiscal year ended December 29, 2001. The 11.@¥%thrin meeting fees included a 5.0%
favorable impact from foreign currency exchangesdor the full year. As shown in the chart belaitendance growth was
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more robust in the second half of 2002, up 9.3% 8001 levels, partially as a result of a programmoivation in Continental Europe.
International member attendances increased 4.3%albve

% Increase in Attendances
Fiscal 2002 versus Fiscal 2001

First Half Second Half Full Year
United Kingdom (2.39% 8.6% 2.3%
Continental Europ 2.2% 11.4% 6.4%
Other 5.7% 6.4% 6.1%
Total International 0.4% 9.3% 4.3%

Product sales were $237.6 million for tisedl year ended December 28, 2002, an increa®&702 million, or 39.4%, from
$170.4 million for the fiscal year ended Decemb&rZD01. Product sales increased 47.4% to $146l®midomestically and 28.4% to
$90.8 million internationally, reflecting our stegy to focus product sales efforts worldwide om@egroup of products that complement our
program. Product sales increased both as a rdsatiemdance growth and higher sales per individttahdance in all regions.

Franchise royalties were $25.8 million dstielly and $5.6 million internationally for this¢al year ended December 28, 2002. In total,
franchise royalties increased $3.0 million, or ¥4,6rom $28.3 million for the fiscal year ended Betber 29, 2001, to $31.3 million in fiscal
2002 on the strength of increased member attendamteroduct sales. Year-over-year growth in doiméstnchise royalties was reduced as
a result of our acquisition of three franchisesmyfiscal 2002.

Revenues from publications, licensing atieeoroyalties were $20.0 million for the fiscalyeended December 28, 2002, an increase of
$10.5 million, or 110.5%, from $9.5 million for tHiscal year ended December 29, 2001. This incresein large part the result of licensing
royalty income from WeightWatchers.com of $4.2 ril] which we began accruing in 2002. Other aréagawth included international
licensing revenues and advertising revenues fronpoblications.

Cost of revenues was $370.3 million forfikeal year ended December 28, 2002, an increa$8309 million, or 29.3%, from
$286.4 million for the fiscal year ended Decemb#&rZ001 in line with increases in revenues. Grasfitpmargin was 54.3% of sales in fiscal
2002, a slight increase from the 54.1% level ingl2001.

Marketing expenses increased $11.5 millwor,6.5%, to $81.2 million in the fiscal year edd2ecember 28, 2002 from $69.7 million in
the fiscal year ended December 29, 2001. Marketkpgenses increased to support the continuing grofuite business. As a percentage of
net revenues, marketing expenses decreased fr@¥%1d.2001 to 10.0% in 2002, as we continued terage our marketing efforts across
the growing revenue base.

Selling, general and administrative expsngere $61.3 million for the fiscal year ended Deber 28, 2002, a decrease of $11.7 million,
or 16.0%, from $73.0 million for the fiscal yearded December 29, 2001. As with marketing experssding, general and administrative
expenses in 2002 also declined as a percentageefues even after the exclusion of two non-resgreixpenses that totaled $16.0 million
from the fiscal 2001 amount. In fiscal 2001, we tgroff a $6.2 million uncollectible receivable fraaricensing agreement, and, in addition,
expensed $9.8 million of goodwill amortization,te@ege which is no longer required since the adopti?002 of SFAS Nos. 141 and 142.
Excluding these two items from the year-over-yeanparison, selling, general and administrative agpe rose 7.5% in absolute dollars as a
result of normal increases for salaries and otkpeeses, and declined as a percentage of revermme®9f1% in fiscal 2001 to 7.6% in fiscal
2002.

Operating income was $296.8 million for ftseal year ended December 28, 2002, an incref@®£02.0 million, or 52.4%, from
$194.8 million for the fiscal year ended Decemb&r2001. The
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operating income margin in fiscal year 2002 wag%§.up from 31.2% in the prior year. Excluding th® non-recurring selling, general and
administrative items mentioned above, last yegrgating income margin for the fiscal year was 33.8

Other expenses, net were $19.0 milliorttierfiscal year ended December 28, 2002 as compaktB.2 million for the fiscal year enc
December 29, 2001. In 2002, we recorded unreatimency losses on foreign currency denominated aledb other obligations net of hed
of $17.1 million as compared to unrealized gain$®# million in 2001. Additionally, in 2001 we meeled reserves of $17.3 million against
our loan to WeightWatchers.com.

Liquidity and Capital Resources



Sources and Uses of Cash

For the fiscal year ended January 3, 2068gh and cash equivalents decreased $34.1 mili23.4 million. Cash flows provided by
operating activities were $233.1 million, $89.2lrait higher than net income for the 2003 fiscalry€ainds used for investing and financing
activities during the fiscal year totaled $271.1liom.

Investing activities in the year used $Blillion of cash and included $210.5 million p&idconnection with the acquisition of the
assets of our WW Group and Dallas/New Mexico frageh In addition, $5.0 million was invested initalpexpenditures.

Cash used for financing activities tota#&®.5 million. We paid $60.3 million in connectiwith the tender offer and repurchase of our
13% Senior Subordinated Notes and the concurréinareing of our Credit Facility and repurchase® $2million of stock in accordance
with our stock repurchase program that began ink@t2003. These were partially offset by net pedseof $26.6 million from additional
debt borrowings arising at the time of the WW Gragpuisition at the end of March 2003.

For the fiscal year ended December 28, 2682h and cash equivalents increased $34.2 mibi&57.5 million and cash flows provided
by operating activities were $164.9 million. Fundsre used primarily for investing and financingtes. Cash flows used for investing
activities totaled $73.9 million and were primardttributable to $68.1 million paid in connectiofttwthe acquisition of the assets of our
North Jersey, San Diego and Eastern North Car@larahises, and capital expenditures of $4.9 nmllidet cash flows used for financi
activities were $60.5 million, including debt repagnts of $35.3 million on our Credit Facility, ttepurchase of all $25.0 million of our
outstanding preferred stock and the $1.2 milliomaulative final dividend payment on our preferreaickt

For the fiscal year ended December 29, 2684h and cash equivalents decreased $21.2 méigoihe $121.6 million of cash flows
provided by operations were used primarily for istugg activities. Cash flows used for investing\aties totaled $120.1 million and were
primarily comprised of payments for franchise aesdgigns of $84.4 million (including acquisition de¥for our Weighco franchise and
$13.5 million for our Oregon franchise, loans twtgl$17.3 million made to WeightWatchers.com angitehexpenditures of $3.8 million.
Net cash flows used for financing activities we2d & million and consisted primarily of proceedsnfrborrowings under our Credit Facil
of $35.0 million, offset by the payment of $1.5 linih of dividends on our preferred stock, paymesit$1.0 million associated with the cos
the public equity offering, repayment of $25.8 mifl principal on our outstanding Credit Facilitydathe repurchase of 6,719,254 shares of
our common stock held by Heinz for $27.1 million.

At January 3, 2004, we had a working cépigdicit of $19.5 million compared to positive vkamg capital of $22.1 million at
December 28, 2002. The change was primarily atalida to the decrease in cash of $34.1 millionirtgwelated increases in income taxes
payable of $10.7 million and accrued expenses ¢f fllion and other activity of $0.8 million. Themwere 53 weeks in fiscal 2003 as
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compared to 52 weeks in fiscal 2002, with the adiitl week falling in the fourth quarter of 200heldecrease was partially offset by lower
accrued interest of $6.2 million resulting from kwinterest charges in the fourth quarter due éadtbt refinancing completed in
September 2003.

Capital spending has averaged approxim&ky million annually over the last three yeard has consisted primarily of leasehold
improvements, furniture and equipment for meetogations and information system expenditures.

Long-Term Debt

Our Credit Facility consists of Term Loaaggvolving line of credit ("Revolver") and a tederable loan certificate ("TLC"). Our total
debt was $469.9 million and $454.7 million at Jagu& 2004 and December 28, 2002, respectivelfistal 2003, we successfully comple
a tender offer and consent solicitation to purcle6% of our $150.0 million USD denominated ($B4dhillion) and 91.6% of our
€100.0 million euro denominated (€91.6 million) 13#nior Subordinated Notes. The consideration fetéhder offer and consent
solicitation was funded from cash on hand of $5@illon and $227.3 million of additional borrowingsider the Credit Facility, which we
refinanced as follows: Term Loans B and D and th€ h the aggregate amount of $204.7 million wexeaid and replaced with a new Term
Loan B in the amount of $382.9 million and a newCTib the amount of $49.1 million. Term Loan A iretamount of $30.0 million remained
in place, along with a Revolver with available lmavings of up to $45.0 million. At January 3, 2004 total debt balance under our Credit
Facility was $454.2 million, and including the bata of untendered Senior Subordinated Notes, detal was $469.9 million. In conjunction
with the tender offer, we solicited consents tonélate substantially all of the restrictive covetsaand certain default provisions in the
indentures pursuant to which the Notes were issued.

Our debt consists of both fixed and vaeatate instruments. At January 3, 2004, Decembg2@® and December 29, 2001, fixed-rate
debt constituted approximately 3.3%, 56.0% and%008 our total debt, respectively. The averageragerate on our debt was approximately
3.7%, 9.1% and 8.6% at January 3, 2004, Decemh&¥@®@® and December 29, 2001, respectively.

The following schedule sets forth our I-term debt obligations (and interest rat



Long-Term Debt
As of January 3, 2004

Interest

Balance Rate
(in millions)
EURO 100.0 million 13% Senior Subordinated Noteg R00S $ 10.€ 13.0(%
US $150.0 million 13% Senior Subordinated Notes RP0O@9 5.1 13.0(%
Term Loan A due 200 24 .4 3.04%
Term Loan B due 200 380.¢ 3.5€%
Transferable Loan Certificate due 2( 48.¢ 3.85%
Total Debt 469.¢
Less Current Portion 15.€
Total Long-Term Debt $ 454
|

The Term Loan A facility, the Term Loan &flity, the TLC facility and the Revolver bearéngst at a rate equal to (a) in the case of the
Term Loan A facility and the Revolver, LIBOR plus%% or, at our option, the alternate base ratel¢fined in the Credit Facility) plus
0.75%, (b) in the case of the Term Loan B facitibd the TLC, LIBOR plus 2.25% or, at our optiore titernate
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base rate plus 1.25%. In addition to paying intemsasoutstanding principal under the Credit Fagilite are required to pay a commitment fee
to the lenders under the Revolver with respedb¢ounused commitments at a rate equal to 0.50%egaer

Our Credit Facility contains covenants ttestrict our ability to incur additional indebtexis, pay dividends on and redeem capital stock
make other restricted payments, including invests)esell our assets and enter into consolidatimesgers and transfers of all or substant
all of our assets. Our Credit Facility also regsivs to maintain specified financial ratios andsgatinancial condition tests.

Our obligations under the remaining No&k5(7 million at January 3, 2004) are subordinatéjanior in right of payment to all of our
existing and future senior indebtedness, inclu@dithgndebtedness under the Credit Facility. We wr affiliates, including entities related to
Artal Luxembourg, may from time to time, dependorgmarket conditions, purchase the Notes in the opagrket or by other means.

In 2003, both Moody's and Standard and 'Baggraded our credit ratings. Our credit ratibgdloody's at December 28, 2002 for the
Credit Facility and Notes were "Bal" and "Ba3,"pedtively. On March 20, 2003, Moody's upgradedatsgs for the Notes to "Ba2," raised
our senior implied rating to "Bal" and confirmesl'iBal" ratings for the Credit Facility. Our crerditings by Standard & Poor's at
December 28, 2002 for the Credit Facility and Natese "BB-" and "B," respectively. On March 11, 20&tandard & Poor's upgraded its
corporate credit and Credit Facility ratings to "Bihd upgraded its rating for the Notes to "B+." Ity 24, 2003, both Standard & Poor's
Moody's confirmed these aforementioned ratings.

In January 2004, we entered into anothfaraecing to move a large portion of our debt frired Term Loans to Revolver. This
provides us with a greater degree of flexibilitydahe ability to more efficiently manage cash. Unithe refinancing, our term loans have b
reduced from $454.2 million to $150.0 million andgr &evolver capacity has increased from $45.0 omilto $350.0 million. To complete the
refinancing, we drew down $310.0 million of the Rker. In connection with this refinancing, we imad expenses of approximately
$3.0 million in the first quarter of 2004.

Contractual Obligations

We are obligated under non-cancelable diperéeases primarily for office and rent facilgieRent expense charged to operations under
all our leases for the fiscal year ended Janua®pB4 was approximately $17.4 million.

The impact that our contractual obligatiassof January 3, 2004 are expected to have oliqoigtity and cash flow in future periods is
as follows:

Payment Due by Period

Less than More than



Total 1 Year 1-3 Years 3-5 Years 5 Years

(in millions)
Long-Term Debt $ 469.¢ $ 15€ $ 21¢ $ 8€ $ 423.¢
Operating Lease 78.C 21.t 27.2 11.4 17.¢
Total $ 547¢ $ 371 $ 491 $ 20.C $ 4415

Debt obligations due to be repaid in therikihths following January 3, 2004 are expectecktediisfied with operating cash flows. We
believe that cash flows from operating activitimgjether with borrowings available under our Reeolwill be sufficient for the next
12 months to fund currently anticipated capitalengiiture requirements, debt service requiremerdsaaoking capital requirements.
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Acquisitions

On March 30, 2003, we completed the actjorsof certain assets of eight of the 15 franchisethe WW Group for a purchase price of
$180.7 million. The acquisition was financed thrbuwgsh and additional borrowings of $85 million.

On November 30, 2003, we completed the iaitaqpn of our Dallas and New Mexico franchises &opurchase price of $27.2 million. T
acquisition was financed through cash from openatio

On January 18, 2002, we completed the attgun of our North Jersey franchise for a purchasee of $46.5 million. The acquisition
was financed through additional borrowings under@redit Facility, which were subsequently repajdie end of the second quarter of
2002.

On July 2, 2002, we completed the acquoisiof our San Diego franchise for a purchase mfcgl1.0 million. The acquisition was
financed through cash from operations.

On September 1, 2002, we completed theisitign of our eastern North Carolina franchisedgsurchase price of $10.6 million. The
acquisition was financed through cash from openatio

On January 16, 2001, we acquired the fraederritories and certain business assets of N¢eifpr $83.8 million. We financed the
acquisition with available cash of $23.8 milliondaadditional borrowings of $60.0 million under dwedit Facility.

Sock Transactions

On October 9, 2003, our Board of Directaughorized a program to repurchase up to $250.loomibf our outstanding stock. The
repurchase program allows for shares to be purdifasm time to time in the open market or througivately negotiated transactions. No
shares will be purchased from Artal Luxembourgteffiliates under the program. During the fougttarter of 2003, we purchased 784,000
shares of stock in the open market for a total2®.8& million.

As of December 29, 2001, we had one milbares of Series A Preferred Stock issued andamalisg with a preference value of
$25.0 million. Holders of the Series A Preferredcktwere entitled to receive dividends at an anratal of 6% payable annually in arrears.
On March 1, 2002, we redeemed all of our SeriesefdPred Stock held by Heinz for a redemption pat&25.0 million plus accrued and
unpaid dividends. The redemption was financed tiincadditional borrowings of $12.0 million under @eedit Facility and cash from
operations.

Factors Affecting Future Liquidity

Any future acquisitions, joint venturesather similar transactions could require additiazegdital and we cannot be certain that any
additional capital will be available on acceptatgliens or at all. Our ability to fund our capitapexditure requirements, interest, principal
dividend payment obligations and working capitgjuieements and to comply with all of the finanaalenants under our debt agreements
depends on our future operations, performance asll ffow. These are subject to prevailing econauiditions and to financial, business
and other factors, some of which are beyond outrobn

Off-Balance Sheet Transactions

As part of our ongoing business, we dopasticipate in transactions that generate relaktippsswith unconsolidated entities or financ



partnerships established for the purpose of fatiiliy off-balance sheet arrangements or other aciially narrow or limited purposes, such
as entities often referred to as structured finarcgpecial purpose entities.
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Seasonality

Our business is seasonal, with revenuesrgiy decreasing at year end and during the summoaths. Our advertising schedule
supports the three key enroliment-generating seagbtie year: winter, spring and fall. Due to timeing of our marketing expenditures,
particularly the higher level of expenditures ie first quarter, our operating income for the secguarter is generally the strongest, with the
fourth quarter being the weakest.

Recently Issued Accounting Standards

In December 2003, the Financial Accounttgndards Board issued Interpretation No. 46R, 8Gliation of Variable Interest
Entities," ("FIN 46R"). FIN 46R replaces the saitled FIN 46 that was issued in January 2003. FR 4dentifies when entities must be
consolidated with the financial statements of ajgany where the investors in an entity do not haeecharacteristics of a controlling
financial interest or the entity does not haveisight equity at risk for the entity to finance #stivities without additional subordinated
financial support. The provisions of this interattéin are effective for us beginning the first daaof fiscal 2004.

We have evaluated our relationship withfoamchisees and based on this guidance, deterrttiegdare not variable interest entities and
therefore will not be consolidated with our resultée are in the process of assessing our relatipngth our licensee, WeightWatchers.com,
with respect to FIN 46R. We have not reached alosion on this matter. Should we conclude that \W¢atchers.com is a variable interest
entity meeting the requirements of FIN 46R we wdwdrequired to consolidate it. As of DecemberZD3, WeightWatchers.com had total
assets of $21.1 million, total stockholders' defci$23.0 million, and an accumulated deficit @78 million. For the year ended
December 31, 2003, WeightWatchers.com had net ieaufr$5.4 million.

Forward-Looking Statements

Certain statements in this Item 7, "Managetis Discussion and Analysis of Financial Condiamd Results of Operations," contain not
only historical information, but also forward-lookj statements regarding expectations for our fyteréormance. Forward-looking
statements involve risk and uncertainty. Pleasé Gaationary Notice Regarding Forward-Looking Stagats" on pages 112 of this Annua
Report on Form 10-K for a discussion of factorsahkhtould cause our future results to differ fronrent expectations.

ltem 7A. Quantitative and Qualitative Disclosure about Market Risk

We are exposed to foreign currency fludturst and interest rate changes. Our exposure tkenask for changes in interest rates relates
to the fair value of long-term fixed rate debt amigtrest expense of variable rate debt. We haverigally managed interest rates through the
use of, and our long-term debt is currently comgasfea combination of fixed and variable rate barings. Generally, the fair market value
of fixed rate debt will increase as interest rditdisand decrease as interest rates rise.

Based on the overall interest rate exposareur fixed rate borrowings at January 3, 20080% change in market interest rates would
have less than a 5% impact on the fair value ofa@uy-term debt. Based on variable rate debt leaelanuary 3, 2004, a 10% change in
market interest rates would have less than a 5%dingn our net interest expense.

Other than inter-company transactions betwaur domestic and foreign entities and the reimgiportion of our Senior Subordinated
Notes that are denominated in euros, we generallyod have significant transactions that are denated in a currency other than-
functional currency applicable to each entity.
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We enter into forward and swap contractsedge transactions denominated in foreign curesrtci reduce the currency risk associated
with fluctuating exchange rates. These contragsuaed primarily to hedge payments arising fromesofrour foreign currency denominated
obligations. Realized and unrealized gains ancelbf®m these transactions are included in nenirecfior the period. In addition, we enter
into interest rate swaps to hedge a substantitibpoof our variable rate debt. Changes in thevalue of these derivatives will be recorded
each period in earnings for non-qualifying derivasi or accumulated other comprehensive income) fosgualifying derivatives.

Fluctuations in currency exchange rates alsy impact our shareholders' equity. The assetdiabilities of our non-U.S. subsidiaries
are translated into U.S. dollars at the exchanggesiia effect at the balance sheet date. Revemaksxpenses are translated into U.S. do



at the weighted average exchange rate for the ghéFine resulting translation adjustments are rezmbid shareholders' equity as accumulated
other comprehensive income (loss). In additiorctfiations in the value of the euro will cause th8.Ulollar translated amounts to change in
comparison to prior periods. Furthermore, we revalur outstanding senior subordinated euro notéseatnd of each period and the resul
change in value will be reflected in the incomédesteent of the corresponding period.

Each of our subsidiaries derives revenuesircurs expenses primarily within a single coyiatnd, consequently, does not generally
incur currency risks in connection with the condefchormal business operations.

We use foreign currency forward contractebre properly align the underlying sources ohdémswv with our debt servicing
requirements. At January 3, 2004, we had a long-fereign currency forward contract receivable vathotional amount of €8.4 million
(approximately $10.6 million), offset by a foreigarrency forward contract payable with a notiormabant of $9.2 million.

Item 8. Financial Statements and Supplementary &a

This information is incorporated by refererio the "Consolidated Financial Statements arteN@n pages F-1 through F-40, together
with the report thereon of PricewaterhouseCoopé&R on page F-41.

Iltem 9. Changes in and Disagreements with Accotants on Accounting and Financial Disclosure
None.
Item 9A. Controls and Procedures

We maintain disclosure controls and proceslthat are designed to ensure that informatiguired to be disclosed in our report under
the Securities Exchange Act of 1934 is recordencgssed, summarized and reported within the timegespecified in the Securities and
Exchange Commission's rules and forms, and thét isfiermation is accumulated and communicated tona@nagement, including our Ch
Executive Officer and Chief Financial Officer, gmpeopriate, to allow timely decisions regardinguiegd disclosures. Any controls and
procedures, no matter how well designed and opraéa provide only reasonable assurance of acigekie desired control objectives. Our
management, with the participation of our Chief &xese Officer and Chief Financial Officer, has aaed the effectiveness of the design
and operation of our disclosure controls and procesias of January 3, 2004. Based upon that ei@iuatd subject to the foregoing, our
Chief Executive Officer and Chief Financial Officencluded that the design and operation of owlasire controls and procedures
provided reasonable assurance that the disclosateots and procedures are effective to accompifisir objectives.

In addition, there was no change in ougrimal control over financial reporting that occdrdiiring the quarter ended January 3, 200«
has materially affected, or is reasonably likelyrtaterially affect, our internal control over fir@al reporting.
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PART Il
Item 10. Executive Officers and Directors of th&€ompany

Set forth below are the names, ages aarfaly 3, 2004 and current positions with us andsabsidiaries of the executive officers and
directors. Directors are elected at the annual imgetf shareholders. Executive officers are appairity, and hold office at, the discretion of
the directors.

Name Age Position

Linda Huett 58 President and Chief Executive Officer,
Director

Richard McSorley 59 Chief Operating Officer, NAC(

Scott R. Pen 32 Vice President, Australas

Ann M. Sardini 53 Vice President, Chief Financial Offic

Robert W. Hollweg 61 Vice President, General Counsel and
Secretary

Melanie Stubbing 42  Vice President of Operations, United
Kingdom

Maurice Kelly 45  Vice President of Strategy & Operations,

Continental Europ
Raymond Debbane(: 48 Chairman of the Boar



Philippe J. Amouyal(4 45 Director

Jonas M. Fajgenbau 31 Director
Sacha Lainovic(1 47  Director
Christopher J. Sobec 45  Director
Sam K. Reed(2)(z 56 Director
Marsha Johnson Evans(2) 56 Director
John F. Bard(2)(4 62 Director

Q) Member of our compensation and benefits committee.
(2)  Member of our Audit Committee.
) Named to the Board of Directors on February 122200

(4) Named to the Board of Directors on November 132200

Linda Huett. Ms. Huett has been the President and a direftour company since September 1999. She becam@hief Executive
Officer in December 2000. Ms. Huett joined our camypin 1984 as a classroom leader. Ms. Huett wampted to U.K. Training Manager
1986. In 1990, Ms. Huett was appointed Directothef United Kingdom operation and in 1993 was apediVice President of Weight
Watchers U.K. Ms. Huett received a B.A. degree f@ustavas Adolphus College and received her Mastérieater from Yale University.
Ms. Huett is also a director of WeightWatchers.ctma,

Richard McSorley.  Mr. McSorley has served as our Chief Opera@iicer for North America since January 2001. Frb@92 until
our purchase of the franchise territories and oeliasiness assets of Weighco, Mr. McSorley seine@rious capacities with Weighco
Enterprises, Inc., including as President sinceés188 Chief Executive Officer since 1996. Mr. Md8greceived a B.A. degree from
Villanova University and an M.B.A. from the Univégsof Pittsburgh.

Scott R. Penn.  Mr. Penn has been a Vice President of our Alestia operations since September 1999. Mr. Pénedeur company
1994 as a Marketing Services Manager in Australid 996, he was promoted to Group Marketing Managéwstralia and in 1997 he was
promoted to General Manager-Marketing and Finance.
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Ann M. Sardini.  Ms. Sardini has served as our Vice PresidetitGirief Financial Officer since April 2002 when ghiaed our
company. Ms. Sardini has over 20 years of expegi@gmsenior financial management positions in beahthedia and consumer products
companies. Prior to joining us, she served as Ghirefncial Officer of VitaminShoppe.com, Inc. frdr99 to 2001, and from 1995 to 1999
she served as Executive Vice President and Chiefrigial Officer for the Children's Television Wolk. In addition, Ms. Sardini has held
finance positions at QVC, Chris Craft Industries #me National Broadcasting Company. Ms. Sardicereed a B.A. from Boston College
and an M.B.A. from Simmons College Graduate SchéManagement.

Robert W. Hollweg.  Mr. Hollweg has served as our Vice Presideeh&al Counsel and Secretary since January 199@imésl our
company in 1969 as an Assistant Counsel in thedigpartment. He transferred to the Heinz law departraubsequent to Heinz' acquisition
of our company in 1978 and served there in vargapacities. He rejoined us after Artal Luxembowguared our company in
September 1999. Mr. Hollweg graduated from Fordhamversity and received his Juris Doctor degreenfleordham University School of
Law. He is a member of the American and New Yo&Bar Associations and a former President ofrtteznational Trademark
Association.

Melanie Subbing.  Ms. Stubbing has served as our Vice Preside@perations—Ynited Kingdom since December 2003. Ms. Stub
has more than 16 years experience working witmgtomnsumer brands, including her most recentipasitinning the UK-based toy, game
and trading card operations for Hasbro, Inc., atiposshe held from January 2002 to November 2608m November 2000 to January 2002,
Ms. Stubbing was the Vice President-Europe for Widéatchers.com, Inc. Prior to joining WeightWatcheom, Ms. Stubbing was
Managing Director, Hedstrom, U.K. from August 1968Dctober 2000, and from July 1989 to July 1998tshld various marketing positions
at Mattel UK Ltd., including Group Marketing Dirext

MauriceKelly.  Mr. Kelly has served as our Vice Presidenttoétegy and Operations-Continental Europe sinceeNtber 2003.
Mr. Kelly has more than 20 years experience in afp@ns management and strategic business develogp&mning a number of consumer-
oriented businesses. Prior to joining us, Mr. Kellys Chief Executive of Esporta plc, an operatdurdiry health and fitness clubs located in
the UK, Spain and Sweden, and at easyEverythiogam of Internet Cafes. Mr. Kelly held positiomsaperations management of the
Granada Group, and in retail management at Priadkthe Burton Group.

Raymond Debbane.  Mr. Debbane has been our Chairman of the BoBRlrectors since our acquisition by Artal Luxenoing on
September 29, 1999. Mr. Debbane is -founder and President of The Invus Group, LLC. Padorming The Invus Group in 198



Mr. Debbane was a manager and consultant for TissoBdConsulting Group in Paris, France. He holdsaA. from Stanford Graduate
School of Business, an M.S. in Food Science anttfi@dogy from the University of California, Davisda B.S. in Agricultural Sciences and
Agricultural Engineering from American University Beirut. Mr. Debbane is a director of Artal GroBpA., Ceres, Inc. and the Chairman of
the Board of Directors of Financial Technologietetnational, Inc. Mr. Debbane is also the Chairmithe Board of Directors of
WeightWatchers.com, Inc. and served as a diredtiieebler Foods Company from 1996 to 1999.

Philippe J. Amouyal.  Mr. Amouyal was elected a director of our compa November 2002. Mr. Amouyal is a Managing Bt of
The Invus Group, LLC, which he joined in 1999. Roesgly, Mr. Amouyal was a Vice President and dioeaf The Boston Consulting
Group, Inc. in Boston, MA. He holds an M.S. in eregring and a DEA in Management from Ecole Centtal®aris and was a Research
Fellow at the Center for Policy Alternatives of fllassachusetts Institute of Technology. Mr. Amougal director of
WeightWatchers.com, Inc., Financial Technologigsrmational, Inc., Metamarix, Inc., Entopia, InaddUnwired Group Limited.
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Jonas M. Fajgenbaum.  Mr. Fajgenbaum has been a director of our comgance our acquisition by Artal Luxembourg on
September 29, 1999. Mr. Fajgenbaum is a ManagingcRir of The Invus Group, LLC, which he joinedli®96. Prior to joining The Invus
Group, LLC, Mr. Fajgenbaum was a consultant for M€y & Company in New York from 1994 to 1996. Haduated with a B.S. from ti
Wharton School of Business and a B.A. in Econorfrm® the University of Pennsylvania in 1994.

Sacha Lainovic.  Mr. Lainovic has been a director of our compaimgce our acquisition by Artal Luxembourg on Segier 29, 1999.
Mr. Lainovic is a co-founder and Executive Vice $tdent of The Invus Group, LLC Prior to forming Timyus Group, LLC in 1985,
Mr. Lainovic was a manager and consultant for tbetBn Consulting Group in Paris, France. He holdsa.A. from Stanford Graduate
School of Business and an M.S. in engineering fiaga de Lyon in Lyon, France. Mr. Lainovic is aatitor of WeightWatchers.com, Inc.,
Financial Technologies International, Inc. and UediAustralia Pty Limited, and also served as aadar of Keebler Foods Company from
1996 to 1999.

Christopher J. Sobecki.  Mr. Sobecki has been a director of our compaEnge our acquisition by Artal Luxembourg on Segien9,
1999. Mr. Sobecki, a Managing Director of The In@®up, LLC, joined the firm in 1989. He receivad.B.A. from Harvard Business
School. He also obtained a B.S. in Industrial Eagimg from Purdue University. Mr. Sobecki is aedtor of WeightWatchers.com, Inc.,
Financial Technologies International, Inc. andél.ilnc. He also served as a director of Keebledsd@ompany from 1996 to 1998.

SamK. Reed. Mr. Reed has been a director of our compangeskirebruary 2002. Mr. Reed has 27 years of expariemthe food
industry. He was formerly Vice Chairman and a dioeof Kellogg Company, the world's leading produskcereal and a leading producer of
convenience foods. From 1996 to 2001, Mr. Reed®asf Executive Officer, President and a directokKeebler Foods Company.
Previously, he was Chief Executive Officer of Spdtgi Foods Corporation's Western Bakery Group divisHe is a director of the Tractor
Supply Company. Mr. Reed received a B.A. from Ricéversity and an M.B.A. from Stanford Graduate &dlof Business.

Marsha Johnson Evans.  Ms. Evans has been a director of our compamgedrebruary 2002. Ms. Evans is currently PresidadtChie
Executive Officer of the American Red Cross, thegpninent humanitarian organization in the Uniteaté®t, and previously served as the
National Executive Director of Girl Scouts of theUA. A retired Rear Admiral in the United Statesvi, Ms. Evans has served
superintendent of the Naval Postgraduate Schddbinterey, California and headed the Navy's worleaigcruiting organization from 1993
to 1995. She is currently a director of the May &yment Stores Company, AutoZone, Inc. and numemongrofit boards. Ms. Evans
received an A.B. from Occidental College and a MigstDegree from the Fletcher School of Law anddbiacy at Tufts University.

JohnF. Bard. Mr. Bard has been a director since Novembed228ince 1999, he has been a director of the Wrglgy Jr.
Company, where he served as Executive Vice Presidan 1999 to 2000, Senior Vice President from@9999, and at the same time
serving as Chief Financial Officer from 1990 uthii retirement from management in 2000. He begambisiness career with The Procter &
Gamble Company in financial management. He subselgugas Group Vice President and Chief Financifiic®r and a director of The
Clorox Company and later President and a diredtdiambrands, Inc., prior to joining Wrigley. Mr. Bhholds a B.S. in Business from
Northwestern University and an M.B.A. in Financenfrthe University of Cincinnati. In addition to Wkey, he also serves as a director of
Pines Associates, Inc.
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Board of Directors
Our Board of Directors is currently compdsof nine directors.

Classes and Terms of Director:



Our Board of Directors is divided into tarelasses, as nearly equal in number as possiltleeach director serving a three-year term
and one class being elected at each year's anmating of shareholders. The following individuale directors and serve for the terms

indicated:

Class 3 Directors (term expiring in 2004)

Linda Huett
Sam K. Reed
Philippe J. Amouyal

Class 1 Directors (term expiring in 2005)

Raymond Debbane
Jonas M. Fajgenbaum
John F. Bard

Class 2 Directors (term expiring in 2006)

Sacha Lainovic
Christopher J. Sobecki
Marsha Johnson Evans

Committees of the Board of Directors

The standing committees of our Board ofbliors consist of an Audit Committee and a Comparsand Benefits Committee.

Audit Committee

We have an Audit Committee establishedcopadance with Section 3(a)(58)(A) of the Secusifixchange Act of 1934 (the "Exchange
Act"). The members of the Audit Committee are SanRKed, Marsha Johnson Evans and John F. Bard.

The principal duties of our Audit Committaee as follows:

to oversee that our management has maintaineelibility and integrity of our accounting policiaesd financial reporting
and our disclosure practices;

to oversee that our management has establisheahainttined processes to ensure that an adequagensginternal controls
is functioning;

to oversee that our management has establishechainthined processes to ensure our compliancealittpplicable laws,
regulations and corporate policy;

to prepare an annual performance evaluation oAtidit Committee;
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to establish and maintain procedures for the récedfention and treatment of complaints receiveddy from any source,
regarding accounting, internal accounting conteolauditing matters and from our employees forabafidential anonymous
submission of concerns regarding questionable atomlor auditing matters;

to assist the Board of Directors in its oversighthe integrity of our financial statements;

to review our annual and quarterly financial stagata prior to their filing or prior to the releasearnings;

to oversee the performance of the independent@sdind to retain or terminate the independenttarsdand approve all audit
and non-audit engagement fees and terms; and

to review at least annually, the qualificationsifpanance and independence of the independentasdit

The Audit Committee has the power to inigage any matter brought to its attention withia #tope of its duties and to retain counsel
for this purpose where appropria



Our Board of Directors has determined #zath of the Audit Committee members, Sam K. Reatshh Johnson Evans and John F.
Bard, is a financial expert as defined by Item #)bf Regulation S-K of the Exchange Act and issipendent under applicable listing
standards of the New York Stock Exchange, Rule 30/der the Exchange Act.

Compensation and Benefits Committee

The principal duties of the compensatiod banefits committee are as follows:

. to review key employee compensation policies, parmsprograms;

. to monitor performance and compensation of our eyg#-director, officers and other key employees;

. to prepare recommendations and periodic repottset@®oard of Directors concerning these matterd; an

. to function as the committee that administers tieemtive programs referred to in "Executive Compéog" below.

Compensation and Benefits Committee Interlocks and Insider Participation

None of our executive officers has served director or member of the compensation andfiteisemmittee, or other committee
serving an equivalent function, of any entity ofigthan executive officer is expected to serve asmber of our compensation and benefits
committee.

Board of Directors Report on Executive CompensatiofPrograms

Our Board of Directors oversees our comagois programs with particular attention to the pemsation of our Chief Executive Officer
and other executive officers. It is the responijbdf the Board of Directors to review, recommearl approve changes to our compensation
policies and benefits programs, to administer ¢acksplans, including approving stock option gramotexecutive officers and other stock
option grants, and to otherwise ensure that oupemsation philosophy is consistent with our betstrésts and is properly implemented.
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Our compensation philosophy is to (1) pdeva competitive total compensation package thethlen us to attract and retain key
executive and employee talent needed to accomplisigoals, and (2) directly link compensation t@iovements in our financial and
operational performance.

Total compensation is comprised of a bat#g plus both cash and non-cash incentive congiems and is based on our financial
performance and other factors, and is deliverealiiin a combination of cash and equity-based awdids.approach results in overall
compensation levels that follow our financial penience.

Our Board of Directors reviews each sesiacutive officer's base salary annually. In deteimy appropriate base salary levels,
consideration is given to the officer's impact legeope of responsibility, prior experience, mstomplishments and data on prevailing
compensation levels in relevant executive laborketsr

Our Board of Directors believes that gnagitstock options provides officers with a strongremmic interest in maximizing shareholder
returns over the longer term. We believe that tlaetice of granting stock options is importantétaining and recruiting the key talent
necessary at all employee levels to ensure ouira@d success.

Code of Business Conduct and Ethics

We have adopted a Code of Business CorathetEthics for our officers, including our prindigxecutive officer, principal financial
officer and controller, principal accounting officend persons performing similar functions, andemployees and directors.

Shareholders may request a free copy o€thte of Business Conduct and Ethics from:

Weight Watchers International
Attn: Investor Relations

175 Crossways Park West
Woodbury, NY 11797

(516) 390-1400

Any amendment of our Code of Business Cohdnd Ethics or waiver thereof applicable to ahguwr principal executive office



principal financial officer and controller, prin@paccounting officer or persons performing simflanctions will be disclosed on our website
within 5 days of the date of such amendment or @rail the case of a waiver, the nature of the ®raithe name of the person to whom the
waiver was granted and the date of the waiveralsib be disclosed.

Section 16(a) Beneficial Ownership Compliance

Section 16(a) of the Securities Exchangeohd 934, as amended, requires our directors,uixexofficers and holders of more than 1
of our common stock (collectively, "Reporting Pars9 to file with the Securities and Exchange Coswiain initial reports of ownership and
reports of changes in ownership of our common st8ckh persons are required by regulations of gdwaities and Exchange Commission to
furnish us with copies of all such filings. Basadaur review of the copies of such filings receilmdus with respect to the fiscal year ended
January 3, 2004 and written representations framaiceReporting Persons, we believe that all RépgfPersons complied with all Section 16
(a) filing requirements in the fiscal year endedutay 3, 2004. However, one late Form 3 was filed\estend S.A. to report its indirect
beneficial ownership of more than 10% of our commtmrtk through its acquisition of Artal Group S.A.
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ltem 11. Executive Compensation

The following table sets forth for the fidgears ended January 3, 2004, December 28, 2@DRecember 29, 2001 the compensation
paid to our President and Chief Executive Officedl o each of the next four most highly compensategtutive officers whose total annual
salary and bonus was in excess of $100,000.

Summary Compensation Table

) ] Long-term Compensatior
Twelve Month Period Compensation Awards, Securities

Underlying Options
(No. Awarded) Weight All Other Compensation

Name and principal position Twelve Months Endec Salary Bonus Watchers Int'l ?3)
Linda Huett January 3,2004 $ 301,86¢ $ 197,00( 40,00C $ 65,50¢
President and December 28, $ 281,07¢ $ 399,42: — 3 55,907
Chief Executive Officer 2002 $ 250,01¢ $ 425,02 — 3 93,497
December 29,
2001
Ann M. Sardini(1) January 3,2004 $ 245,66. $ 161,00( 20,00 $ 44,84«
Vice President, December 28, $ 155,48¢ $ 152,93: 100,00 $ 59,21t
Chief Financial Officel 2002
Richard McSorley January 3,2004 $ 230,52: $ 104,00( 20,00C $ 53,31(
Chief Operating Officer, December 28, $ 215,07¢ $ 215,23¢ — $ 43,89
NACO 2002 $ 19253: $ 252,03 282,32: $ 17,57¢
December 29,
2001
Clive Brothers(2) January 3,2004 $ 245,69¢ $ 151,01« 20,000 $ 44,117
Chief Operating Officer, December 28, $ 212,46: $ 130,43. — $ 23,23t
Europe 2002 $ 183,59. $ 207,65: — % 30,87:
December 29,
2001
Robert W. Hollweg January 3,2004 $ 189,80: $ 85,80( 10,00C $ 45,50(
Vice President, General December 28, $ 172,99¢ $ 177,22t — 3 37,33¢
Counsel and Secretary 2002 $ 157,24! $ 198,05¢ — $ 51,70¢
December 29,
2001
Scott R. Penn January 3,2004 $ 195,66! $ 57,56 10,00 $ 42,01(
Vice President, Australasii December 28, $ 139,44. $ 62,18¢ — % 10,90(
2002 $ 117,71. $ 94,35( — $ 25,75¢

December 29,
2001



Q) Ms. Sardini joined us on April 25, 2002 and therefber compensation for 2002 only includes appraaty eight months.
(2 Mr. Brothers resigned as an executive officer ¢ifecOctober 8, 2003.

3) For the fiscal year ended January 3, 2004, thgseds include amounts contributed under our 40d4kjngs plan and our non-
qualified executive profit sharing plan of $42,067 Ms. Huett, $23,857 for Mr. Hollweg, $21,001 #ds. Sardini, and $26,746 for
Mr. McSorley. Also included are contributions tett.K. Pension Plan of $22,113 for Mr. Brotherg] anntributions to the
Australasia Pension Plan of $27,393 for Mr. Pesnyall as auto lease expense for named executives.

In December 1999, our Board of Directorsmdd our 1999 Stock Purchase and Option Plan umdieh selected employees are
afforded the opportunity to purchase shares otourmon stock and/or were granted options to puschhares of our common stock. The
number of shares available for grant under this [#&7,058,040 shares of our authorized commorkstoc
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The following table sets forth informatisegarding options granted during the fiscal yealeginJanuary 3, 2004 to the named executive
officers under our stock purchase and option plan.

Option Grants
For the Fiscal Year Ended January 3, 2004

Individual Grants

Number of Percent of Total

Securities Options Granted

Underlying to Employees in Exercise or

Options Fiscal Year Ended Base Price Grant Date

Name Granted(1) January 3, 2004(2 (per share) Expiration Date Present Value(3)
Linda Huett 40,00( 7% $ 42.27 January 13, 200 $ 638,44
Ann M. Sardini 20,00( 4% $  42.27 January 13, 200 $ 319,22
Richard McSorley 20,00( 4% $ 42.27 January 13, 200 $ 319,22:
Clive Brothers 20,00( 4% $ 42.27 January 13, 200 $ 319,22:
Robert Hollwec 10,00( 2% $  42.27 January 13, 200 $ 159,61
Scott R. Peni 10,00( 2% $ 42.27 January 13, 200 $ 159,61:

(1) Options were granted during the fiscal year en@dedidry 3, 2004 under the terms of our option d\¥one of these options were
exercised under the plan during the fiscal yeaednthnuary 3, 2004. Options are exercisable basgdsting provisions outlined in
the option agreement.

2 Percentages of total options granted are basedtaingrants made to all employees during the figeal ended January 3, 2004.

(3) The estimated grant dates present value is detednising the BlaciScholes model. The adjustments and assumptiongioeded ir
the Black-Scholes model in estimating the valuthefgrants include the following: (a) the exergsiee of the options equals the fair
market value of the underlying stock on the datgraft; (b) an option term of 5.0 years; (c) divide/ield of 0% and volatility of
37.4% and (d) a risk free interest rate of 3.2%e Thimate value, if any, an optionee will realiggon exercise of an option will
depend on the excess of the market value of ourrcmmstock over the exercise price of the option.

Under our 1999 Stock Purchase and Optian,Rie have the ability to grant stock optionstrieted stock, stock appreciation rights and
other stock-based awards. Generally, stock opgoasted under this plan vest and become exercigablenual increments over five years
with respect to one-third of options granted, araremaining two-thirds of the options vest onrrgh anniversary of the date the options
were granted, subject to accelerated vesting upoachievement of certain performance targetseBoh year prior to and including 2003,
these performance targets have been met. All néiwrgpgranted in 2003 under this plan vest and imecexercisable in annual increments
over one to five years and are not subject to pednce targets. In any event, the options becotheviested upon the occurrence of a che
in control of our company.

In April 2000, our Board of Directors adegtthe WeightWatchers.com Stock Incentive Planyansto which selected employees were
granted options to purchase shares of WeightWatawn common stock. The number of shares avaifablgrant under this plan is 400,000
shares of authorized common stock of WeightWatcbens. No options were granted during the fiscal yraled January 3, 2004 to the
named executive officers under the WeightWatchens.8tock Incentive Plai



Under our WeightWatchers.com Stock IncentNan, we have the ability to grant stock optioestricted stock, stock appreciation ric
and other stock-based awards on shares of
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WeightWatchers.com common stock. Generally, stqtlons under the plan vest in annual increments five years upon our achievement
of certain performance targets. These options arexercisable until the earlier to occur of () sionths after the tenth anniversary of the
date the option was granted; and (2) a public offeof WeightWatchers.com common stock or a priatie of the stock in which an
employee holding stock is entitled to participateler the terms of the sale participation agreeraetgred into with Artal Luxembourg.

The following tables set forth the numbed aalue of securities underlying unexercised oystibeld by each of our executive officers
listed on the Summary Compensation Table abové danuary 3, 2004. None of our executive officemreised any WeightWatchers.com
options and they do not have any stock appreciaiigns.

Aggregated Options
Values as of January 3, 2004

Number of Weight Watchers
Securities Underlying Unexercised
Options at January 3, 2004

Fiscal Year Ended January 3, 2004
Shares

Value of Weight Watchers Unexercised In-
The-Money Options at January 3, 2004

Acquired in
Name Exercise (#) Value Realized Exercisable (#) Unexercisable (#) Exercisable Unexercisable
Linda Huett 105,00( $ 4,106,43. 263,19! 95,28¢ $ 9,700,05: $ 2,037,63!
Ann M. Sardini — — 20,00( 100,00( $ 53,20( $ 212,80(
Richard McSorley 33,56: $ 1,240,12I 132,89: 123,51¢ $ 4,643,54. $ 3,617,21.
Clive Brothers 126,00( $ 4,428,411 98,67¢ 57,64: $ 3,636,81!' $ 1,387,33.
Robert W. Hollwec 91,00( $ 3,558,90! 153,67¢ 47,64: $ 5,663,841 $ 1,387,33
Scott R. Peni 65,87¢ $ 2,551,66! 42,34¢ 47,64: $ 1,560,731 $ 1,387,33.

Number of WeightWatchers.com

Securities Underlying Value of WeightWatchers.com In- Number of Heinz Securities Value of Heinz In-The-Money

Unexercised Options The-Money Options Underlying Unexercised Options Options

at January 3, 2004 at January 3, 2004(*) at January 3, 2004 at January 3, 2004
Name Exercisable (#) Unexercisable (#) Exercisable Unexercisable Exercisable (#) Unexercisable (#) Exercisable  Unexercisable
Linda Huett 9,961 1,42¢ N/A N/A 40,00( — — —
Ann M. Sardini — — — — — — — —
Richard McSorley — — — — — — — —
Clive Brothers 9,961 1,42¢ N/A N/A 40,00( — — —
Robert W. Hollwec 9,961 1,42¢ N/A N/A — — — —
Scott R. Peni 9,961 1,42¢ N/A N/A — — — —

*) The value of WeightWatchers.com options are natetiily calculable as the underlying securitiesravepublicly traded.

Director Compensation

Our executive director and our directorowine associated with The Invus Group do not recedbmpensation. Mr. Reed, Ms. Evans and
Mr. Bard will receive (1) annual compensation ie #mount of $30,000, paid quarterly, half in casth laalf in our common stock; (2) $1,000
per Audit Committee meeting; (3) options for 2,80@res of our common stock per year, with the sgoant on February 6, 2003 for
Mr. Reed and Ms. Evans and November 12, 2003 forB¥drd, at an exercise price equal to the closhigemf our common stock on the day
that the options are granted, the options haveeaykar life and vest one year after the grant; date (4) reimbursement of reasonable out-of-
pocket expenses associated with a director's roth@Board of Directors.
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Executive Savings and Profit Sharing Plan

We sponsor a savings plan for salariededigible hourly employees. This defined contribatjglan provides for employer matching
contributions up to 100% of the first 3% of an eaygle's eligible compensation. The savings plan@dsmits employees to contribute
between 1% and 13% of eligible compensation ore-tax basis



The savings plan also contains a profitisgecomponent for full-time salaried employeed #n@ not key management personnel, which
provides for a guaranteed monthly employer contitloufor each participant based on the particigaange and a percentage of the particip
eligible compensation. In addition, the profit shgrplan has a supplemental employer contributammmonent, based on our achievement of
certain annual performance targets, and a disoi@tyocontribution component.

We also established an executive profitisggplan, which provides a non-qualified profiasimg plan for key management personnel
who are not eligible to participate in our profiasing plan. This non-qualified profit sharing plaas similar features to our profit sharing
plan.

Continuity Agreements
Purpose; Covered Executives

The Board of Directors has determined ithiatin the best interests of our stockholderseioforce and encourage the continued atter
and dedication of our key executives to their dutiith us, without personal distraction or confbtinterest in circumstances that could arise
in connection with any change of ownership or adgraf the Company. Therefore, in October 2003, weeed into continuity agreements
with the following executives: Linda Huett, Ann 8ari, Robert Hollweg, and certain other executifficers. These agreements contain te
that are substantially similar to each other, ekedyere described below.

Term of Agreements

These agreements have an initial term refetlyears from the date of execution, and contiowenew annually thereafter unless either
party provides 180-day advance written notice todther party that the term of the agreement witlrenew. However, upon the occurrence
of a "change in control" (as defined in the agreets)e the term of the agreement may not terminatit the second anniversary of the date of
the change of ownership or control of the Company.

Severance Payments and Benefits

If, within two years following a change@#/nership or control of the Company, an executigaiployment is terminated without cause
by us or for good reason by the executive (as serchs are defined in the agreements), the folloveixecutives will receive the following
payments and benefits:

. Ms. Huett, Ms. Sardini and Mr. Hollweg are entittedreceive the following:

0] A lump sum cash payment equal to three times threafux) the executive's annual base salary oréte of the change in
control (or, if higher, the annual base salaryffea immediately prior to the giving of the notioétermination) and (y) the
executive's target annual bonus (the "target bgringespect of the fiscal year of the Companyfigcal year") in which the
termination occurs (or, if higher, the average a@htwonus actually earned by the executive in raspiegihe three full fiscal
years prior to the year in which the notice of tigration is given) under our bonus plan;
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(i) A lump sum cash payment equal to the sum of (wetezutive's unpaid base salary and vacation daysed through the de
of termination, (x) the unpaid portion, if any,lmfnuses previously earned by the executive purgaanir bonus plan, (y) in
respect of the fiscal year in which the date afieation occurs, the higher of (i) the pro ratatjpor of the executive's target
bonus and (ii) if we are exceeding the performéanogets established under our bonus plan for sachlfyear as of the date of
termination, the executive's actual annual bonyslipia under our bonus plan based upon such achentdhis pro rata
portion in either case calculated from January duzh year through the date of termination) (the 'fata bonus"), and (z) any
other compensation previously deferred (excludinglified plan deferrals by the executive undemto iour benefit plans);

(i)  Continued medical, dental, vision, and life inswagoverage (excluding accidental death and disalsisurance) (“welfare
benefit coverage") for the executive and the exeelsteligible dependents or, to the extent welf@refit coverage is not
commercially available, such other welfare benediterage reasonably acceptable to the executiviheosame basis as in
effect prior to the executive's termination, fqueaiod ending on the earlier of (x) the third aremgary of the date of terminati
(this period, the "continuation period") and (y& ttommencement of comparable welfare benefit cgecby the executive
with a subsequent employer;

(iv)  Continued provision of the perquisites the exeeuémjoyed prior to the date of termination for @gending on the earlier of
(x) the end of the continuation period and (y) tbeeipt by the executive of comparable perquidita® a subsequent
employer;

(v) Immediate 100% vesting of all outstanding stockan®, stock appreciation rights, phantom stocksuaitd restricted stoc



granted or issued by us prior to, on or upon ttengk in control (to the extent not previously vesia or following the change
in control);

(vi)  Additional Company contributions to our qualifiedfithed contribution plan and any other retiremdatg in which the
executive participated prior to the date of terrtioraduring the continuation period; provided, hoee that where such
contributions may not be provided without adversafgcting the qualified status of such plan or rh&uch contributions are
otherwise prohibited by any such plans, the exeelghall instead receive an additional lump summpayt equal to the
contributions that would have been made duringctirginuation period if the executive had remainegleyed with us during
such period;

(vii)  All other accrued or vested benefits in accordamitle the terms of any applicable Company plan, Wwhiested benefits shall
include the executive's otherwise unvested acdoalainces in our qualified defined contribution plahich shall become
vested as of the date of termination; and

(viii)  If requested by the executive, outplacement seswid be provided by a professional outplacemenvjaler selected by the
executive at a cost to us of not more than $30,000.

. Certain other executive officers are entitled tweree all of the same payments and benefits destalbove, with the followin
differences:

. the severance multiple in clause (i) above is reduo two;
. the period of time during which welfare benefit ecage is provided as described in clause (iii) aband which
perquisites are provided as described in claugaliove, is reduced to the earlier of (x) the sdamiversary of the

date of termination of employment and (y) the comosenent of comparable welfare benefit coveragepanquisites,
respectively, by the executive with a subsequergieyer;
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. the contributions made by us into our qualifiedimed contribution plan and any other retiremenhgla which the
executives participated (or lump sum payments speet thereof), as described in clause (vi) abaileonly be in
respect of the same period in respect of which @vaige welfare benefit coverage is provided, asrite=d in
clause (b) above; and

. the cost of outplacement services provided to ¥eewatives as described in clause (viii) above ghatllbe more than
$15,000.

Excess Parachute Payment Excise Taxes

If (i) it is determined that the paymentsldenefits provided under the agreements or oikeriw the aggregate (a "parachute payment")
would be subject to the excise tax imposed undetits. Internal Revenue Code, and the aggregate whlthe parachute payment exceeds a
certain threshold amount, calculated under the nt8rnal Revenue Code (the "base amount") by 5%ss; then (ii) the parachute payment
will be reduced to the extent necessary so thaagigeegate value of the parachute payment is equweal amount that is less than such
threshold amount; provided, however, that if thgragate value of the parachute payment exceedhrighold amount by more than 5%,
then the executive will be entitled to receive ddiional payment or payments in an amount suct) #ieer payment by the executive of all
taxes (including any interest or penalties impos#hl respect to such taxes), including any exaseg imposed upon this payment, the
executive retains an amount equal to the excisertprsed upon the parachute payment.

Item 12. Security Ownership of Certain BeneficibOwners and Management
Principal Shareholders

The following table sets forth informatimegarding the beneficial ownership of our commanistoy (1) all persons known by us to own
beneficially more than 5% of our common stock,d@) chief executive officer and each of the nameztative officers, (3) each director and
(4) all directors and executive officers as a group

Beneficial ownership is determined in adearce with the rules of the Securities and Exch&wamission. In computing the number of
shares beneficially owned by a person and the ptage ownership of that person, shares of comnuamk stubject to options held by that
person that are currently exercisable or exeratsafithin 60 days after January 3, 2004 are deesmebd and outstanding. These shares,
however, are not deemed outstanding for purposesroputing percentage ownership of each other Bbiter.

Our capital stock consists of common staiett preferred stock. As of January 3, 2004, thenee\t06,348,094 shares of our common
stock outstanding and zero (0) shares of our perdestock outstandin
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As of
January 3, 2004

Name of Beneficial Owner Shares Percent
Artal Luxembourg(1 59,772,56 56.2%
Artal Participations & Management S.A.{ 4,493,25! 4.2%
Linda Huett(2)(3 357,40: *
Richard McSorley(2)(3 212,73¢ *
Clive Brothers(2)(6 259,78’ *
Scott R. and Nicola Penn(2)(3)( 344,42: *
Ann M. Sardini(2)(3] 20,00(¢ *
Robert W. Hollweg(2)(3 251,318 *
Melanie Stubbing(2 — *
Maurice Kelly(2) — *
Raymond Debbane(2)(! — s
Marsha Johnson Evans(2)i 4,70¢ *
Jonas M. Fajgenbaum( — *
Sacha Lainovic(2 — *
Sam K. Reed(2)(z 14,70¢ *
John F. Bard(2)(3 4,42¢ *
Christopher J. Sobecki(; — *
Philippe Amouyal(2' — *
All directors and executive officers as a group Edple)(3; 1,209,71. 1.1%

1)

(2)

(3)

(4)
()

(6)

Less than 1.0%

Artal Luxembourg and Artal Participations and Magagnt may be contacted at 105, Grand-Rue, L-16&&rmbourg, Luxembourg.
The parent entity of Artal Luxembourg is Artal Imational. The parent entity of Artal InternatiomalArtal Group. The parent entity
of Artal Group is Westend S.A. The parent entityAofal Participations and Management is Artal SeggiN.V., a Belgian company.
The parent entity of Artal Services is Artal Intational. The address of Westend, Artal Group artdlAnternational is the same as
address of Artal Luxembourg. The address of ArakBes is Woluwedal, 28 B-1932 St. Stevens—WolB&tgium.

Our executive officers and directors may be coethct/o Weight Watchers International, Inc., 176€6ways Park West, Woodbury,
New York, 11797.

Includes shares subject to purchase upon exercgations exercisable within 60 days after Janigr004, as follows: Ms. Huett
263,195 shares; Ms. Sardini 20,000 shares; MrMsdPenn 42,348 shares; Mr. Hollweg 153,679 shalesMcSorley 151,713
shares; Mr. Reed 4,000; Ms. Evans 4,000 sharesvianBard 2,000 shares.

With respect to Mr. Penn, includes 78,583 sharesiotommon stock held by Mr. Scott Penn's spdiamla Penn.

Mr. Debbane is also a director of Artal Group. AfBaoup is the parent entity of Artal Internationahich is the parent entity of Artal
Luxembourg. Artal International is the parent gntif Artal Services, which is the parent entityfsfal Participations and
Management. Mr. Debbane disclaims beneficial owniprsf all shares owned by Artal Luxembourg andafRarticipations and
Management.

Includes 98,679 shares subject to purchase upanisa®f options exercisable within 60 days afteruhry 3, 2004. Mr. Brothers
resigned as an executive officer effective Oct@he003.

The following table summarizes our equibynpensation plan information as of January 3, 2004.
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Equity Compensation Plan Information

Number of securities to Weighted average
be issued upon exercise exercise price of Number of securities
of outstanding options, outstanding options, remaining available



Plan category warrants and rights warrants and rights for future issuance

Equity compensation plans approved by

security holder: 4,500,84: $ 8.1¢ 827,02¢
Equity compensation plans not approved t

security holder: — — —

Total 4,500,84. $ 8.1¢ 827,02¢

Item 13. Certain Relationships and Related Traresctions
Shareholders' Agreements

Shortly after our acquisition by Artal Lurbourg, we entered into a shareholders' agreemiénfantal Luxembourg and Merchant
Capital, Inc., Richard and Heather Penn, Longislaternational Limited, Envoy Partners and Scotrahadnc. relating to their rights with
respect to our common stock held by parties, dtiear Artal Luxembourg. Without the consent of Attakembourg, transfers of our
common stock by these shareholders are restridthccertain exceptions. Subsequent transfereesrof@mmon stock must, subject to
limited exceptions, agree to be bound by the teantsprovisions of the agreement. Additionally, tadgeement provides the shareholders
with the right to participate pro rata in certaiarntsfers of our common stock by Artal Luxembourd grants Artal Luxembourg the right to
require the other shareholders to participate proaata basis in certain transfers of our comntooksby Artal Luxembourg.

Registration Rights Agreement

Simultaneously with the closing of our aisifion by Artal Luxembourg, we entered into a stgation rights agreement with Artal
Luxembourg and Heinz. The registration rights agre®t grants Artal Luxembourg the right to requisetairegister shares of our common
stock for public sale under the Securities Actuidn demand and (2) in the event that we condutdingypes of registered offerings. Heinz
has sold all shares of our common stock and aaugigdno longer has any rights under this agreendatchant Capital, Inc., Richard and
Heather Penn, Longisland International Limited, @nfPartners and Scotiabanc, Inc. became partigmstoegistration rights agreement un
joinder agreements, and each acquired the rigieifoire us to register and sell their stock indfent that we conduct certain types
registered offerings.

Corporate Agreement

We have entered into a corporate agreemigmtArtal Luxembourg. We have agreed that, so laagirtal Luxembourg beneficially
owns 10% or more, but less than a majority of bentoutstanding voting stock, Artal Luxembourg Wilve the right to nominate a number
of directors approximately equal to that percentagéiplied by the number of directors on our boartis right to nominate directors will n
restrict Artal Luxembourg from nominating a greatember of directors.

We have agreed with Artal Luxembourg thathbwe and Artal Luxembourg have the right to:

. engage in the same or similar business activisab@other party;
. do business with any customer or client of the ogaety; and
. employ or engage any officer or employee of theoparty.
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Neither Artal Luxembourg nor we, nor ouspective related parties, will be liable to eadieotas a result of engaging in any of these
activities.

Under the corporate agreement, if one ofodiicers or directors who also serves as an effidirector or advisor of Artal Luxembourg
becomes aware of a potential transaction relat@agpity to the group education-based weight-lossitess that may represent a corporate
opportunity for both Artal Luxembourg and us, thH#oer, director or advisor has no duty to presiat opportunity to Artal Luxembourg, a
we will have the sole right to pursue the transecti our board so determines. If one of our officer directors who also serves as an officer,
director or advisor of Artal Luxembourg becomes @@t any other potential transaction that mayesent a corporate opportunity for both
Artal Luxembourg and us, the officer or directoflWwave a duty to present that opportunity to Attakembourg, and Artal Luxembourg will
have the sole right to pursue the transaction t&lAruxembourg's board so determines. If one ofafficers or directors who does not serv
an officer, director or advisor of Artal Luxembourgcomes aware of a potential transaction thatnearesent a corporate opportunity for
both Artal Luxembourg and us, neither the officer the director nor we have a duty to presentapgabrtunity to Artal Luxembourg, and we
may pursue the transaction if our board so detersn



If Artal Luxembourg transfers, sells or etise disposes of our then outstanding votingkstibe transferee will generally succeed tc
same rights that Artal Luxembourg has under this@ment by virtue of its ownership of our votingc$t, subject to Artal Luxembourg's
option not to transfer those rights.

WeightWatchers.com Note

On September 10, 2001, we amended andedsiar loan agreement with WeightWatchers.conreasing the aggregate commitment
thereunder to $34.5 million. The note bears inteaie43% per year, beginning on January 1, 200 wihterest, except as set forth below, is
paid semi-annually starting on March 31, 2002.p&ihcipal outstanding under this note is payablsix,semi-annual installments, starting on
March 31, 2004. The note may be prepaid at any itiméhole or in part, without penalty. In 2003, vezeived a $5.0 million early loan
payment from WeightWatchers.com, which reducedptimcipal balance outstanding to $29.5 millionatJary 3, 2004. As
WeightWatchers.com is an equity investee, and we baen the only entity providing funding througdcél year 2001, we reduced our loan
receivable balances by 100% of WeightWatchers.ctos&es. Additionally, the remaining loan receiealbhlances were reviewed for
impairment on a quarterly basis and, accordinglyind) fiscal 2001 we recorded a full valuation alémce against the remaining balances.

WeightWatchers.com Warrant Agreements

Under the warrant agreements that we ethiete with WeightWatchers.com, we have receivedrargts to purchase an additional
6,394,997 shares of WeightWatchers.com's commak gtaconnection with the loans that we made toghiVatchers.com under the note
described above. These warrants will expire fromexiaber 24, 2009 to September 10, 2011 and maydreisgd at a price of $7.14 per st
of WeightWatchers.com's common stock until thepieation. We own 19.9% of the outstanding commartisbf WeightWatchers.com, or
approximately 37% on a fully diluted basis (inclglithe exercise of all options and all the warraresown in WeightWatchers.com).

Collateral Assignment and Security Agreement

In connection with the WeightWatchers.cootenwe entered into a collateral assignment aodrigg agreement whereby we obtained a
security interest in the assets of WeightWatchers.@®ur security interest in those assets will teate when the note has been paid in full.
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WeightWatchers.com Intellectual Property License

We have entered into an amended and rdstatdlectual property license agreement with Vii&igatchers.com that governs
WeightWatchers.com's right to use our trademarkisnaaterials related to the Weight Watchers program.

The amended and restated license agreagrant WeightWatchers.com the exclusive right jaugke any of our trademarks, service
marks, logos, brand names and other businessfigesntas part of a domain name for a website orirtteznet; (2) use any of the domain
names we own; (3) use any of our trademarks ointkenet and any other similar or related formitéractive digital transmission that now
exists or may be developed later (provided thaame our affiliates, franchisees, and licenseesrdtfan WeightWatchers.com can continue
using the trademarks in connection with online atisieg and promaotion of activities conducted affl); and (4) use any materials related to
the Weight Watchers program, including any textyark and photographs, and advertising, marketimy@omotional materials on the
Internet. The license agreement also grants Weigtthérs.com a non-exclusive right to (1) use amyuoftrademarks to advertise any
approved activities that relate to its online weilgiss business; and (2) create derivative worlistights granted to WeightWatchers.com
must be used solely in connection with the condfids online weight-loss business.

Beginning in January 2002, WeightWatchensbegan paying us a royalty of 10% of the netmaes it earns through its online
activities. For fiscal 2003 and 2002, we earnealtigs of $7.1 million and $4.2 million, respectiye

We retain exclusive ownership of all of tredemarks and materials that we license to Weialthers.com and of the derivative works
created by WeightWatchers.com.

All of the rights granted to WeightWatchemsn in the license agreement are subject to aepisting agreements with third parties,
including franchisees.

The license agreement provides us withrobover the use of our intellectual property. brticular, we have the right to approve
WeightWatchers.com's e-commerce activities, anyeras, sublicenses, communication to consumecgjymts, privacy policy, marketing
programs, and materials publicly displayed on titerhet. These controls are designed to proteatahee of our intellectual property.

WeightWatchers.com and we will jointly owser data collected through the website and batiepare required to adhere to the site's
privacy policy.



WeightWatchers.com Service Agreement

Simultaneously with the signing of the adheth and restated intellectual property licenseentered into a service agreement with
WeightWatchers.com, under which WeightWatchers.poovides the following types of services:

. information distribution services, which includesthosting, displaying and distributing on the In&grof information relating 1
us and our affiliates and franchisees;

. marketing services, which include the hosting, ldigipg and distributing on the Internet of infornoeait relating to our products
and services such as classroom meeting3)Vight Watchers Magazine and At Home and similar products and services from
our affiliates and franchisees; and

. customer communication services, which includeldistaing a means by which customers can communiggkeus on the
Internet to ask questions related to our produntssrvices and the products and services of diliag#fs and franchisees.
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We are required to pay for all expensearimed by WeightWatchers.com directly attributaloléhte services it performs under this
agreement, plus a fee of 10% of those expenséischal 2003 and 2002, service fees incurred by eightWatchers.com were $2.0 milli
and $1.9 million, respectively.

WeightWatchers.com Shareholders' Agreement

We entered into a shareholders' agreemimtMeightWatchers.com, Inc., Artal Luxembourg ateinz that governs our and Artal
Luxembourg's relationship with WeightWatchers.cathalders of our common stock. Heinz has soldfatsshares in WeightWatchers.cc
back to WeightWatchers.com and thus no longer hgsights under this agreement. Subsequent trasesenf ours and of Artal Luxembourg
must, except for some limited exceptions, agrdeetbound by the terms and provisions of the agraeme

The shareholders' agreement imposes oastrsctions on the transfer of common stock of Wigatchers.com until the earlier to occur
of (1) September 29, 2004 and (2) WeightWatchens'smitial public offering of common stock undbetSecurities Act, except for certain
exceptions. We have the right to participate pta acertain transfers of common stock of Weightttiars.com by Artal Luxembourg, and
Artal Luxembourg has the right to require us tatipgrate on a pro rata basis in certain transféi&eightWatchers.com's common stock by
it.

WeightWatchers.com Registration Rights Agreement

We have entered into a registration riglgieement with WeightWatchers.com, Artal Luxembanmd Heinz with respect to our shares
in WeightWatchers.com. Heinz has resold all ofhares in WeightWatchers.com back to WeightWatot@ms and thus no longer has any
rights under this agreement. The registration sgiyfreement grants Artal Luxembourg the right tpie WeightWatchers.com to register its
shares of WeightWatchers.com common stock upon deérad also grants us and Artal Luxembourg rightegjister and sell shares of
WeightWatchers.com's common stock in the event Weigtchers.com conducts certain types of registefiedings.

Nellson Co-Pack Agreement

We entered into an agreement with Nellsatr&¢ceutical, a former subsidiary of Artal Luxembguo purchase snack bar and powder
products manufactured by Nellson Nutraceuticakfle at our meetings. On October 4, 2002, Nellsoinadeutical was sold by Artal
Luxembourg and at such time, Nellson Nutraceuticd no longer considered a related party. Undeagiheement, Nellson Nutraceutical
agreed to produce sufficient snack bar producti#l wur purchase orders within 30 days of Nell§¢utraceutical's receipt of these purchase
orders, and we are not bound to purchase a miniquantity of snack bar products. We purchased $2ll#on, and $18.7 million,
respectively, of products from Nellson Nutraceutiharing the fiscal years ended December 28, 20@2ecember 29, 2001, respectively.
The term of the agreement runs through Decembe2@¥, and we have the option to renew the agreefoesuccessive ongear periods b
providing written notice to Nellson Nutraceutical.
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Item 14. Principal Accounting Fees and Services

Aggregate fees for professional servicesleeed for us by PricewaterhouseCoopers LLP ("Pw&'9f or for the years ended January 3,
2004 and December 28, 20(



2003 2002

Audit Fees(1 $ 942,19 $ 862,36!
Audit-Related Fees(Z 286,16¢ 181,41(
Tax Fees(3 331,39( 416,65
All Other Fees(4 68,58( 102,51(

Total $ 1,628,33 $ 1,562,94.

(1) Audit fees for the years ended January 3, 2004Dsmwember 28, 2002, respectively, were for profesdieervices rendered for the
audits of our consolidated financial statementgusbry audits, and assistance with review of dcenishfiled with the U.S. Securities
and Exchange Commission.

(2)  Audit related fees as of the years ended Janu&9@®! and December 28, 2002 were for servicesegttat audits in connection with
acquisitions, employee benefit and franchise psifaring plans.

(3) Tax fees as of the years ended January 3, 200Beceinber 28, 2002, respectively, were primarilysenvices related to tax
compliance.

(4)  All other fees as of the years ended January 34 200 December 28, 2002 were for services renderazmployee benefit plan
advisory services.

All audit related services, tax serviced ather services were pre-approved by the Audit @dtae, which concluded that the provision
of such services by PwC was compatible with thenteaiance of that firm's independence in the condfits auditing functions. The Audit
Committee's Audit and Non-Audit Services Pre-ApgidRolicy provides for pre-approval of audit, auditated and tax services by category
so long as such services are specifically desctibéide Committee on an annual basis (e.g., iretigagement letter) ("general mapproval™)
In addition, individual engagements that have poeived general pre-approval and/or are anticip@tecceed pre-established thresholds
must be separately approved in advance on a casadeybasis ("specific pre-approval”). The Auditr@aittee is mindful of the relationship
between fees for audit and non-audit services @idéteg whether to pre-approve any such servicesnaag choose to determine, for a
particular year, the appropriate ratio betweenttkel amount of fees for Audit, Audit-related anaxTservices and the total amount of fees for
certain permissible non-audit services classifiedh Other services. The policy authorizes the Guttee to delegate to one or more of its
members pre-approval authority with respect to fgechservices. In its Audit and Non-Audit Servida®-Approval Policy, the Committee
delegated specific pre-approved authority to itingerson, provided that the estimated fee forsaroh proposed pre-approved service does
not exceed $50,000.
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PART IV
ltem 15. Exhibits, Financial Statement Schedulegnd Report on Form 8-K.
€)) 1. Financial Statements

The financial statements listed in the bntieFinancial Statements and Financial Statemeheé&ule on page F-1 are filed as part of this
Form 10-K.

2. Financial Satement Schedule

The financial statement schedule listethenindex to Financial Statements and FinancigkeBtant Schedule on page F-1 is filed as part
of this Form 10-K.

3. Exhibits
The exhibits listed in the Exhibit Indexediled as part of this Form 10-K.
(b) Reports on Form 8-K

On October 14, 2003, the Company filedporeon Form -K dated October 9, 2003 related to the authorinadioa program ti



repurchase up to $250 million of the Company'stantting common stock.

On November 5, 2003, the Company furnishegport on Form 8-K dated November 5, 2003 reltddtle results of its third fiscal
quarter ended September 27, 2003. Under the Fdfnti8e Company furnished (not filed) pursuant #nit12 under Item 7 the press release
entitled "Weight Watchers Reports 2003 Third Quaated Nine Month Results" related to the resultésofhird fiscal quarter ended
September 27, 2003.
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
INDEX TO FINANCIAL STATEMENTS AND FINANCIAL STATEME  NT SCHEDULE
COVERED BY REPORT OF INDEPENDENT AUDITORS
ITEMS 15(a) 1&2

Pages
Consolidated Balance Sheets at January 3, 200Deceimber 28, 200 F-2
Consolidated Statements of Operations for the Ifigears ended January 3, 2004,
December 28, 2002 and December 29, 2 F-3
Consolidated Statements of Changes in Shareholgu#y (Deficit), for the
fiscal years ended January 3, 2004, December 2 20d December 29, 20 F-4
Consolidated Statements of Cash Flows for thelfigears ended January 3, 2004, December 28
2002 and December 29, 20 F-5
Notes to Consolidated Financial Statems F-6
Report of Independent Audito F-41
Schedule [I—Valuation and Qualifying Accounts anesBrves for the fiscal years
ended January 3, 2004, December 28, 2002 and Decet8p200] F-42

All other schedules are omitted for the reasonfttiey are either not required, not applicable, not
material or the information is included in the coligdated financial statements or notes ther

F-1

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
CONSOLIDATED BALANCE SHEETS AT

(IN THOUSANDS)

January 3, December 28,
2004 2002
ASSETS
CURRENT ASSET¢
Cash and cash equivalel $ 23,44: $ 57,53(
Receivables (net of allowances: January 3, 2004261and
December 28, 20(-$707) 18,54: 19,10¢
Inventories, ne 39,11( 38,58!
Prepaid expense¢ 29,72« 25,70(
Deferred income taxe 3,80¢ 4,22:

TOTAL CURRENT ASSETS 114,62 145,14:



Property and equipment, r

Notes and other receivabl
Franchise rights acquire

Goodwill

Trademarks and other intangible as:
Deferred income taxe

Deferred financing costs, n

Other noncurrent asse

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES

Portion of lon-term debt due within one ye
Accounts payabl

Salaries and wagt

Accrued interes

Other accrued liabilitie

Income taxes payab

Deferred revenu

TOTAL CURRENT LIABILITIES
Long-term debr
Other

TOTAL LIABILITIES
Commitments and contingencies (Note
SHAREHOLDERS' EQUITY

Common stock, $0 par 1,000,000 shares authoriZEld988 shares issued and outstan:
Treasury stock, at cost, 5,639 shares at Janu@@03, and 5,711 shares at December 2€

2002

Deferred compensatic

Retained earning

Accumulated other comprehensive income (I

TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

15,74" 12,49(
227 247

496,26 284,81!

23,77¢ 23,38:

2,45¢ 2,35¢

109,79 128,23:

4,58¢ 7,851

2,21¢ 1,84z

$ 769,68( $ 606,35(
| ]
$ 15,55: $ 18,36
22,28" 20,24"

20,79¢ 16,61¢

2,35¢ 8,59¢

32,02: 29,85¢

24,62 13,97:

16,52 15,43:

134,17( 123,08

454,32 436,31

10 39¢

588,50( 559,80:

(48,42) (23,06

(214) _

223,55° 73,48:

6,26¢ (3,879

181,18t 46,54¢

$ 769,68 $ 606,35(
| ]

The accompanying notes are an integral part of¢insolidated financial statements.

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S

CONSOLIDATED STATEMENTS OF OPERATIONS FOR THE FISCA L YEARS ENDED

(IN THOUSANDS EXCEPT PER SHARE AMOUNTS)

Meeting fees, ne
Product sales and other, |

December 28,
2002

December 29,

2001

(52 Weeks)

520,72 $
288,92:

(52 Weeks)

415,68
208,19(



Revenues, net 943,93. 809,64- 623,87(
Cost of revenue 440,39¢ 370,29( 286,43t
Gross profit 503,53: 439,35: 337,43:
Marketing expense 113,60: 81,23: 69,71¢
Selling, general and administrative exper 73,86: 61,26 73,02¢
Operating income 316,06¢ 296,85 194,68¢
Interest expense, n 33,69¢ 42,29¢ 54,53]
Other expense, n 2,77¢ 19,05¢ 13,28¢
Early extinguishment of del 47,36¢ — 4,65¢
Income before income taxes 232,22¢ 235,50: 122,20!
Provision for (benefit from) income tax 88,28t¢ 91,80" (24,987
Net income $ 14394. $ 143,69: $ 147,18
| | |
Preferred stock dividenc — 254 1,50C
Net income available to common shareholc $ 14394. $ 143,44 $ 145,68
I I I
Earnings Per Shar
Basic $ 135 % 138 $ 1.34
I I I
Diluted $ 131 $ 131 $ 1.31
| | |
Weighted average common shares outstani
Basic 106,67t 105,95¢ 108,67¢
| | |
Diluted 109,72- 109,66:. 111,62:
I I I
F-3
WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY (DEFICIT)
(IN THOUSANDS)
Common Stock Treasury Stock Accumulated
Other Retained
Deferred Comprehensive Earnings
Shares Amount Shares Amount Compensation Income (Loss) (Deficit) Total
Balance at December 30, 20 111,98¢ $ — $ — & — 3 (6,271 $ (216,507 $ (222,779)
Comprehensive Income:
Net income 147,18° 147,18
Translation adjustment (3,139 (3,139
Changes in fair value of derivativ
accounted for as hedges, net of
taxes of $2,303 (3,920 (3,920
Total Comprehensive Incon 140,13!
Preferred stock dividend (2,500 (2,500
Purchase of treasury stock 6,71¢ (27,13) (27,13)
Stock options exercised (93 e @77 19¢
Sale of common stoc (13§) 561 (36) 52¢
Cost of public equity offering (2,965) (2,965)
Balance at December 29, 2001 111,98¢ $ 6,48¢ $ (26,199 $ — 3 (13,329 $ (73,999 $  (113,51)



Comprehensive Income:

Net income

Translation adjustment, net of ta
of $835

Changes in fair value of derivativ
accounted for as hedges, net of
taxes of $(443)

Total Comprehensive Income

Preferred stock dividen

Stock options exercised

Tax benefit of stock options exercise
Cost of secondary public equity
offering

Balance at December 28, 2002
Comprehensive Incom:

Net income

Translation adjustment, net of ta
of $4,116

Changes in fair value of derivativ
accounted for as hedges, net of
taxes of $1,687

Total Comprehensive Incon

Stock options exercised

Tax benefit of stock options exercise
Purchase of treasury sto

Restricted stock issued to employee
Compensation expense on restrictec
stock awards

Balance at January 3, 20

143,69: 143,69
8,20¢ 8,20¢
1,24f 1,24f

153,14

(254) (254)

777 3,13¢ (1,447) 1,69¢

6,331 6,331

(850) (850)

111,98¢ $ —  5711$  (23,06) $ — % (3879 $ 73,48. $ 46,54t
143,94: 143,94:

7,73¢ 7,73:

2,40¢ 2,40¢

154,08

(85€) 3,45¢ (1,452) 2,00:

7,31¢ 7,31¢

784 (28,815 (28,81

(267) 267 —

53 53

111,98t $ —  563¢ $  (4842)$ (219 $ 6,26€ $ 223,557 $ 181,18

The accompanying notes are an integral part of¢insolidated financial statements.
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S

CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE FISCA L YEARS ENDED

Operating activities
Net income

(IN THOUSANDS)

Adjustments to reconcile net income to cash praViole

operating activities

Depreciation and amortizatic
Amortization of deferred financing cos
Restricted stock compensation expe

Loss on settlement of hed

Deferred tax provision (benefi

Unrealized (gain) loss on derivative instrume
Accounting for equity investme!

Allowance for doubtful accoun

Reserve for inventory obso

Foreign currency exchange rate loss (g

Early extinguishment of del

January 3, December 28, December 29,
2004 2002 2001
(53 Weeks) (52 Weeks) (52 Weeks)

$ 143,94. $ 143,69: $ 147,18’
5,89¢ 4,73¢ 13,24:
1,24¢ 1,31: 2,09
53 — —
5,381 — —
16,90¢ 4,56¢ (71,069
(5,097 (174 1,12¢
(5,000) — 17,34«
552 23¢ 6,33(
lescence, o 4,62 2,75¢ 2,71¢
7,271 17,22¢ (6,496
47,36¢ — 4,65¢



Tax benefit of stock options exercis
Other items, ne
Changes in cash due

Receivable!

Inventories

Prepaid expenst¢

Accounts payabl

Accrued liabilities

Deferred revenu

Income taxe:

Cash provided by operating activiti

Investing activities
Capital expenditure
Advances, repayments and interest in equity invest
Cash paid for acquisitior
Other items, ne

Cash used for investing activiti

Financing activities
Net increase in shc-term borrowings
Proceeds from borrowing
Payment of dividend
Payments on lor-term debr
Proceeds from new term lo.
Repayment of hic-yield loan
Proceeds from settlement of hec
Premium paid on extinguishment of debt and othets
Redemption of redeemable preferred st
Deferred financing co:
Purchase of treasury sto
Cost of public equity offerin
Proceeds from sale of common st
Proceeds from stock options exerci:

Cash used for financing activiti

Effect of exchange rate changes on cash and casva&nts and
other

Net (decrease) increase in cash and cash equis
Cash and cash equivalents, beginning of fiscal

Cash and cash equivalents, end of fiscal

7,31¢ 6,331 —
(63 (156) 191

861 (5,099 231
1,14¢ (12,44 (11,895
(1,55¢) (9,131 (5,605)
(569) 1,59¢ 5,201
(3,46¢) 1,96¢ 3,14¢
(42) 2,12¢ 7,29(
6,31¢ 5,40¢ 5,87(
233,09t 164,93 121,56¢
(5,029 (4,889 (3,839
5,00( — (17,349
(210,47() (68,149 (97,87
(1,121) (827) (1,06
(211,62() (73,869) (120,119
99¢ 254 74¢
85,00( — 35,04:
— (1,249 (1,500
(58,44 (35,339 (25,819
227,32 — —
(244,919 — —
2,71( — —
(42,980 — —
— (25,000 —
(2,36¢6) — (2,406)
(28,815 — (27,13))
— (850) (1,017

— — 52E
2,00¢ 1,69¢ 19¢
(59,49() (60,489 (21,35%
3,92¢ 3,607 (1,254
(34,089 34,19: (21,169
57,53( 23,33¢ 44,50:
$ 23,44: $ 57,53( $ 23,33¢
| |

The accompanying notes are an integral part ofdmsolidated financial statements.
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS



(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)
1. Basis of Presentation

Weight Watchers International, Inc. andssdiaries (the "Company") operates and franchiseg&dries offering weight loss and control
programs through the operation of classroom typetimgs to the general public in the United Sta@zsada, Mexico, the United Kingdom,
Continental Europe, Australia, New Zealand, SoufificA, and Brazil.

Recapitalization:

On September 29, 1999, the Company entated recapitalization and stock purchase agreéftle® "Transaction") with its former
parent, H.J. Heinz Company ("Heinz"). In connectiath the Transaction, the Company effectuatedeakssplit of 58,747.6 shares for each
share outstanding. The Company then redeemed IBdhtes of common stock from Heinz for $349,50@ fiumber of shares of the
Company's common stock that was authorized andamatinig prior to the Transaction has been adjusteedflect the stock split. The
$349,500 consisted of $324,500 of cash and $25060% Company's redeemable Series A PreferredkSidter the redemption, Artal
Luxembourg S.A. ("Artal") purchased 94% of the Camgs remaining common stock from Heinz for $228,7lhe recapitalization and
stock purchase was financed through borrowings ueidelit facilities amounting to approximately $237J0 and the issuance of Senior
Subordinated Notes amounting to $255,000, due 2DI@® balance of the borrowings was utilized tonafice debt incurred prior to the
Transaction relating to the transfer of ownershig acquisition of the minority interest in the WetigVatchers businesses that operate in
Australia and New Zealand. The acquisition of thearity interest resulted in approximately $15,23@oodwill. In connection with the
Transaction, the Company incurred approximatel3®8,n transaction costs and $15,900 in defermahfting costs. For U.S. Federal and
State tax purposes, the Transaction was treatadasble sale under Section 338(h)(10) of themaleRevenue Code of 1986, as amended.
As a result, for tax purposes, the Company recoedstgp-up in the tax basis of net assets. Fondiahreporting purposes, a valuation
allowance of approximately $72,100 was establisgainst the corresponding deferred tax asset of,200.

Sock Split:

On October 29, 2001, the Company's Boalldidctors declared a 4.70536-for-one stock splitich became effective concurrent with
the effective date, November 15, 2001, of the tegfion statement filed by the Company in connectidgth its initial public offering ("IPO").
All common shares and per share amounts have ba&®actively restated for the stock split. In audif stock options and the respective
exercise prices have been amended to reflectthis s

Common Sock Offering:

On November 15, 2001, the Company traded0Drshares of its common stock on the New Y orklStExchange at an initial price to-
public of $24.00 per share. The Company did naikecany of the proceeds from the sale of sharédseoEompany's common stock pursuant
to the IPO.

Simultaneous with the Transaction, the Canypentered into a Registration Rights Agreemettt wital, under which the Company is
obligated at the request of Artal, to registecitenmon stock with the Securities and Exchange Casion and pay all costs associated with
such registration. As a result, all costs incuiredonnection with the Company's common stock aftehave been recorded in shareholders’
equity (deficit).
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Secondary Stock Offering:

On September 23, 2002, the Company contptbte secondary offering of 15,000 shares of comstock at an initial price of $42.00
per share. The Company did not receive any of tbegeds from the sale of shares of the Compangisnom stock pursuant to this seconc
offering.

2. Summary of Significant Accounting Policies

Fiscal Year:

The Company's fiscal year ends on the 8atuclosest to December hnd consists of either 52 or 53 week periods. Figear 2003
contained 53 weeks while fiscal years 2002 and 2@0itained 52 weeks.

Consolidation:



The consolidated financial statements ielthe accounts of the Company and its wholly-owswdbidiaries. All intercompany accounts
and transactions have been eliminated in cons@inlathe Company has investments in two entities ittaccounts for under the equity
method. The Company's percentage of profits argkfosf these two entities are also included irctmsolidated financial statements as
calculated under the equity method of accounting.

Use of Estimates:

The preparation of financial statementg,dnformity with accounting principles generallycapted in the United States of America,
requires management to make estimates and assas it affect the reported amounts of assetsiabititles, the disclosure of contingent
assets and liabilities at the date of the finarstialements, and the reported amounts of revemaksxgpenses during the reporting period. On
an ongoing basis, the Company evaluates its egtfvaatd judgments, including those related to iroréd, investments, the impairment
analysis for goodwill and other indefinite-livedangible assets, income taxes, and contingenci$itayation. The Company bases its
estimates on historical experience and on varidhsrdactors and assumptions that it believes teebsonable under the circumstances, the
results of which form the basis for making judgnsesibout the carrying values of assets and liagslihat are not readily apparent from other
sources. Actual amounts could differ from theseveses.

Tranglation of Foreign Currencies:

For all foreign operations, the functionatrency is the local currency. Assets and liabsiof these operations are translated at the
exchange rate in effect at each year-end. Incoateraent accounts are translated at the averagefrakehange prevailing during the year.
Translation adjustments arising from the use dedifig exchange rates from period to period ar&ighed in accumulated other
comprehensive income (loss).

Foreign currency gains and losses arisiog the translation of intercompany receivablesiwlie Company's international subsidiaries
are recorded as a component of other expenseyniegs the receivable is considered long-term fareain which case the foreign currency
gains and losses are recorded as a componentasfatmprehensive income (loss).
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Cash Equivalents:

Cash and cash equivalents are definedghadyHiquid investments with original maturities thiree months or less. Cash balances may, at
times, exceed insurable amounts. The Company laligwnitigates this risk by investing in or thrdwajor financial institutions.

Inventories:

Inventories, which consist of finished gepdre stated at the lower of cost or market arstif, first-out basis, net of reserves for
obsolescence and shrinkage.

Property and Equipment:

Property and equipment are recorded at Eostfinancial reporting purposes, equipment isrdeiated on the straight-line method over
the estimated useful lives of the assets (3 toel0ds). Leasehold improvements are amortized ostthight-line method over the shorter of
the term of the lease or the useful life of thated assets (generally 5 to 10 years). Expendifaragew facilities and improvements that
substantially extend the useful life of an assetcapitalized. Ordinary repairs and maintenancegpensed as incurred. When assets are
retired or otherwise disposed of, the cost andedldepreciation are removed from the accountsaagdelated gains or losses are include
income.

Impairment of Long Lived Assets:

The Company reviews long-lived assetsuidiclg finite-lived intangible assets, for impairm&rmenever events or changes in business
circumstances indicate that the carrying amouthefassets may not be fully recoverable.

Effective December 30, 2001, the Compargptet! Statement of Financial Accounting Standa®#AS") No. 144, "Accounting for the
Impairment or Disposal of Long-Lived Assets,"” whiglplaces SFAS No. 121, "Accounting for the Impaintnof Long-Lived Assets to be
Disposed Of." SFAS No. 144 provides updated guidanmncerning the recognition and measurement ohpairment loss for certain types
of long-lived assets, expands the scope of a disagd operation to include a component of an giatitd eliminates the exemption to
consolidate when control over a subsidiary is likel be temporary. The adoption of this new statidiéid not have a material impact on the
consolidated financial position, results of openasi or cash flows of the Company.

Intangibles Assets:



Effective December 30, 2001, the Comparopsetl SFAS No. 141, "Business Combinations" andSRA. 142, "Goodwill and Other
Intangible Assets." As a result, the Company isomger required to amortize goodwill and other fiiite-lived intangible assets but is
required to conduct an annual review of these a$eepotential impairment. Finite-lived intangitdesets are amortized using the straligiet-
method over their estimated useful lives of the2q years.

The Company accounts for software costeutite American Institute of Certified Public Acedants Statement of Position No. 98-1,
"Accounting for the Costs of Computer Software Deped or Obtained for Internal Use," which requicepitalization of certain costs
incurred in
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connection with developing or obtaining internalsed software. Software costs are amortized otei53years.
Revenue Recognition:

The Company earns revenue by conductindingese selling products and aids in its meetings tanits franchisees, collecting
commissions from franchisees operating under thigkV&Vatchers name, collecting royalties relatetidensing agreements and selling
advertising space in and copies of its magazine.Gdmpany charges non-refundable registrationifeeschange for an introductory
information session and materials it provides t& neembers. Revenue from these registration feecggnized when the service and
products are provided, which is generally at threestime payment is received from the customer. Re@drom meeting fees, product sales,
commissions and royalties is recognized when sesvace rendered, products are shipped to cust@ndrsitle and risk of loss pass to the
customer, and commissions and royalties are eaAudhatrtising revenue is recognized when ads ardighdnl. Revenue from magazine sales
is recognized when the magazine is sent to themest Deferred revenue, consisting of prepaid tectnd magazine subscription revenue, is
amortized into income over the period earned. Dist®to customers, including free registration isffare recorded as a deduction from g
revenue in the period such revenue was recognizeslCompany grants refunds under limited circuntstarand at aggregate amounts that
historically have not been material. Because thimgef payment generally approximates the peradnue was originally recognized,
refunds are recorded as a reduction of revenue whieh

Advertising Costs:

Advertising costs consist primarily of metal and local direct mail, television, and spolegspns' fees. All costs related to advertising
expensed in the period incurred, except for TV @tllo media related costs that are expensed #tdifire the advertising takes place. Total
advertising expenses for the fiscal years endedaigar8, 2004, December 28, 2002 and December 24, @@re $107,931, $78,293 and
$66,749, respectively.

Income Taxes.

The Company provides for taxes based orentitaxable income and the future tax consequesfaesnporary differences between the
financial reporting and income tax carrying valoé#s assets and liabilities. Under SFAS No. 1@&counting for Income Taxes," assets
and liabilities acquired in purchase business coathins are assigned their fair values and deféaegs are provided for lower or higher tax
bases.

Derivative | nstruments and Hedging:

The Company enters into forward and swagiracts to hedge transactions denominated in foreigrencies to reduce the currency risk
associated with fluctuating exchange rates. Thesg&acts are used primarily to hedge certain iot@qgany cash flows and for payments
arising from some of the Company's foreign currethieyominated obligations. In addition, the Companters into interest rate swaps to
hedge a substantial portion of its variable ratat.de

Effective December 31, 2000, the Comparopseti SFAS No. 133, "Accounting for Derivative hushents and Hedging Activities," a
its related amendments, SFAS No. 138, "Accounting f
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Certain Derivative Instruments and Certain Heddhatjvities" and SFAS No. 149, "Amendment of Statetnen Derivative Instruments and
Hedging Activities." These standards require thladerivative financial instruments be recordedtba consolidated balance sheets at thei
value as either assets or liabilities. Changebkearfair value of derivatives are recorded eachogdn earnings or accumulated other
comprehensive income (loss), depending on whetlderigative is designated as effective as partluddge transaction and, if it is, the typ
hedge transaction. Gains and losses on derivatsteuiments reported in accumulated other compréreimcome (loss) will be included



earnings in the periods in which earnings are ##fitby the hedged item. As of December 31, 20@atioption of these new standards
resulted in an adjustment of $5,086 ($3,204 nédxes) to accumulated other comprehensive incooss)( The receivable or payable
associated with derivative contracts is includethanbalance of prepaid expenses or accounts payakbectively.

Investments:

The Company uses the cost method to acéouirtvestments in which it holds 20% or lesstod tnvestee's voting stock and over which
it does not have significant influence. When thenpany holds 50% or less of the investee's votiagksand has the ability to exercise
significant influence over operating and finangalicies of the investee, the investment is acoedifior under the equity method.

Deferred Financing Costs:

Deferred financing costs consist of feed pg the Company as part of the establishmentya@xge and/or modification of the Compa
long-term debt. During the fiscal year ended JanBaR004, the Company incurred additional defefieaihcing costs of $2,366 associated
with the refinancing of its Credit Facility. Sucbhsts are being amortized using the interest ratbadeover the term of the related debt.
Amortization expense for the fiscal years endedidgn3, 2004, December 28, 2002 and December 24, 8@s $1,248, $1,313 and $2,097,
respectively. In connection with the early extirgunent of its Senior Subordinated Notes, the Compante off $4,387 of deferred
financing costs in the fiscal year ended Janua@084. Additionally, in connection with the refirang of its Credit Facility, the Company
wrote off $4,659 of deferred financing costs in tiseal year ended December 29, 2001. These ambantsbeen recorded as a compone|
operating income. See Note 6 for details of thaagicing.

Comprehensive Income (L0ss):

Comprehensive income (loss) representstibage in shareholders' equity (deficit) resulfiogn transactions other than shareholder
investments and distributions. The Company's cohmrsive income (loss) includes net income, chaimgée fair value of derivative
instruments and the effects of foreign currencydlations. At January 3, 2004 and December 28, 206@Zumulative balance of changes in
fair value of derivative instruments is ($270) 4#8,675), respectively As of January 3, 2004 andebeber 28, 2002, the cumulative balance
of the effects of foreign currency translation$6536 and ($1,198) respectively.
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Sock Based Compensation:

In December 2002, the Financial Accountitgndards Board, ("FASB") issued SFAS No. 148, tArtting for Stock-Based
Compensation—Transition and Disclosure,"—an amemdmeSFAS No. 123. SFAS No. 148 provides two adddl alternative transition
methods for recognizing an entity's voluntary dieci¢o change its method of accounting for stockelsbemployee compensation to the fair
value method. In addition, SFAS No. 148 amendslibelosure requirements of SFAS No. 123 so thatiemfollowing the intrinsic value
method of Accounting Principles Board Opinion NB, 2Accounting for Stock Issued to Employees," (BARS") will be required to disclose
the pro forma effect of using the fair value metfi@dany period for which an income statement &spnted. The disclosures are required to
be made in annual financial statements and in grpiinhformation provided to shareholders withcegard to whether the entity has adopted
the fair value recognition provisions of SFAS N831The Company adopted the disclosure provisioi®=AS No. 148 beginning in the first
quarter of 2003.

At January 3, 2004, the Company had stmded employee compensation plans, which are tedamore fully in Note 10. As permitt
by SFAS No. 123, the Company applies the recogniiod measurement principles of APB 25 and relatistipretations in accounting for
those plans. No compensation expense for empldgek sptions is reflected in earnings, as all amigranted under the plans had an
exercise price equal to the market value of themmomstock on the date of grant.

The following table illustrates the effect net income and earnings per share if the Compadyapplied the fair value recognition
provisions of SFAS No. 123 in each fiscal year:

January 3, December 28, December 29,
2004 2002 2001

Net income, as reporte $ 14394. $ 143,69: $ 147,18
Deduct:

Total stock-based employee compensation expensentaed

under the fair value method for all stock optionsals, net of

related tax effec 2,03¢€ 69¢€ B55¢
Pro forma net incom $ 14190 $ 142,99t $ 146,62¢



Earnings per shar
Basic—as reportel $ 1.3¢
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Basic—pro forma $ 1.3¢ 1.34

Diluted—as reporte! $ 1.31

»

1.31

*

1.31

Diluted—pro forma $ 1.2¢
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1.3C

©

1.31

Recently Issued Accounting Standards:

In April 2002, the FASB issued SFAS No. 1%Rescission of FASB Statements No. 4, 44, andAédendment of FASB No. 13 and
Technical Corrections." SFAS No. 145 rescinds SIN&S4, which required all gains and losses fromektinguishment of debt to be
classified as an extraordinary item, and amendsr @kisting authoritative pronouncements to mak@ua technical corrections, clarify
meanings, or describe their applicability undemgje conditions. The provisions of SFAS No. 145abee effective for the Company
beginning December 29, 2002. In accordance witbepeovisions, the fiscal 2001 charge for the eaxtjnguishment of debt, which was
previously reported as an extraordinary item, femnlreclassified.

In December 2003, the Financial Accounttgndards Board issued Interpretation No. 46R, $Gliation of Variable Interest
Entities," ("FIN 46R"). FIN 46R replaces the santled FIN 46 that was issued in January 2003. F&R 4dentifies when entities must be
consolidated with the financial statements of ajgany where the investors in an entity do not haeecharacteristics of a controlling
financial interest or the entity does not haveisigfit equity at risk for the entity to finance éstivities without additional subordinated
financial support. The provisions of this interaitéin are effective for the Company beginning fh& fluarter of fiscal 2004.

The Company has evaluated its relationgfiiip its franchisees and based on this guidandermaéned they are not variable interest
entities and therefore will not be consolidatedhwiite Company's results. The Company is in thega®of assessing its relationship with its
licensee, WeightWatchers.com, with respect to FBR.4The Company has not reached a conclusion smtaiter. Should the Company
conclude that WeightWatchers.com is a variabler@steentity meeting the requirements of FIN 46Ratild be required to consolidate it. As
of December 31, 2003, WeightWatchers.com had &stséts of $21.1 million, total stockholders' def¢i$23.0 million, and an accumulated
deficit of $27.0 million. For the year ended DecemB1, 2003, WeightWatchers.com had net incomesaf fillion.

In April 2003, the FASB issued SFAS No. 1%8is statement amends and clarifies financiabanting and reporting for derivative
instruments including certain derivative instrunse@tbedded in other contracts and for hedgingiieswnder SFAS No. 133. This
statement is effective for contracts entered imtmodified after June 30, 2003 and hedging relstiips designated after June 30, 2003. The
Company has applied the provisions of SFAS No.d#®its adoption has not had a material impacherCompany's consolidated financial
position, results of operations or cash flows.

In May 2003, the Emerging Issue Task F@tEETF") reached a consensus on EITF Issue No.,0D8&ermining Whether an
Arrangement Contains a Lease." EITF Issue No3 @dguires companies to perform a review of alagements or contracts that tradition
were not viewed as leases to determine if theyatorieatures that would require them to be accalfteunder FASB No. 13, "Accounting
for Leases." For calendar year—end companies, E3ike No. 01-8 was effective July 1, 2003. Thesmssaent of whether an arrangement
contains a lease should be determined at incepfitime arrangement based on all of the facts awdimistances surrounding the arrangement
and also is required when any modification or cleeisgnade to an existing contractual arrangemerd.atoption of EITF Issue No. 01-8 did
not have a material impact on the Company's catesi@ld financial position, results of operationsash flows.
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Reclassification:
Certain prior year amounts have been rsifiad to conform to the current year presentation.
3. Acquisitions

All acquisitions have been accounted faterrthe purchase method of accounting and, acagiydiearnings have been included in the
consolidated operating results of the Company dihe@ate of acquisition. During fiscal 2003 an®@2&he Company acquired certain as



of its franchises as outlined below.

On November 30, 2003, the Company complétedcquisition of certain assets of two of imfrthisees, Weight Watchers of
Dallas, Inc. and Pedebud, Inc. (d/b/a Weight Watehbé Northern New Mexico), pursuant to the terrha combined asset purchase
agreement with these two entities (collectively llBNew Mexico") and the Company. The purchaseegprias $27,200 plus assumed
liabilities of $300, and was allocated to franchigghts ($26,874), property and equipment ($418) iaventory ($214). The acquisition was
financed through cash from operations. Pro fornsalte of operations, assuming this acquisition beeh completed at the beginning of fis
2002 would not differ materially from the reportegults.

Effective March 30, 2003, the Company caetgd the acquisition of certain assets of eighheffifteen franchises of The WW
Group, Inc. and its affiliates (the "WW Group") puant to the terms of an Asset Purchase Agreementted on March 31, 2003 among the
WW Group, The WW Group East L.L.C., The WW GroupaMe.L.C., Cuida Kilos, S.A. de C.V., Weight Watch®orth America, Inc. and
the Company. The purchase price for the acquisitias $180,700 plus assumed liabilities of $448aylisition costs of $866. The
Company completed the purchase price allocatighdrfourth quarter of 2003 as follows: franchigghts ($177,128), inventory ($2,741),
prepaid expenses ($36) and property and equipd&rt@9). The acquisition was financed through eaghadditional borrowings of $85,000
under a new Term Loan D under the Company's CFetitlity, as amended on April 1, 2003 (as definetiote 6).

The following table presents unaudited forma financial information that reflects the colidated operations of the Company and the
acquired franchises of the WW Group as if the agitjah had occurred as of the beginning of the eeipe periods. The pro forma financial
information does not give effect to any synergie might result nor any discontinued expenses ftwracquisition of the WW Group. Such
discontinued expenses are estimated by managembetapproximately $3,300 and $12,000 for the yeaded January 3, 2004 and
December 28, 2002, respectively. These expensas ttel corporate expenses of the owners of the WoViisand other indirect expenses of
non-acquired franchises for the periods detailddvbeThis pro forma information
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does not necessarily reflect the actual resultsviioald have occurred, nor is it necessarily intli@aof future results of operations of the
consolidated companies.

Pro Forma

For the fiscal year ended

January 3, December 28,
2004 2002
Revenue $ 963,64: $ 885,51(
Net income $ 14520 $ 147,76’
Diluted earnings per sha $ 13z $ 1.3¢

During 2003, the Company also completedattquisition of franchises in Mexico and Hong Koagwell as a third party entity, Easy
Slim, for a total purchase price of $1,271, whicsvpaid with cash from operations. As a resulhe$é three acquisitions, the Company
recorded goodwill of $395 and franchise rights &egliof $1,326. Pro forma results of operationsuasing these acquisitions had been
completed at the beginning of fiscal 2002 would differ materially from the reported results.

On September 1, 2002, the Company comptetdcquisition of the assets of one of its fréseds, AZIS Properties of Raleigh
Durham, Inc. (d/b/a Weight Watchers of Raleigh umf), pursuant to the terms of an Asset Purchaseehgent among Weight Watchers of
Raleigh Durham, the Company and Weight WatchershiN®@merica, Inc., a wholly owned subsidiary of thempany. Substantially all the
purchase price has been allocated to franchisésragiguired. The purchase price for the acquisitias $10,600 and was financed through
cash from operations.

On July 2, 2002, the Company completecattiplisition of the assets of one of its franchis@ésight Watchers of San Diego and The
Inland Empire, Inc., pursuant to the terms of asea$urchase Agreement among Weight Watchers ob&ayo, the Company and Weight
Watchers North America, Inc. Substantially all lo¢ fourchase price has been allocated to frandigists mcquired. The purchase price for the
acquisition was $11,000 and was financed through &@m operations.

On January 18, 2002, the Company compltedcquisition of the assets of one of its frasebs, Weight Watchers of North
Jersey, Inc., pursuant to the terms of an Assatiase Agreement executed on December 31, 2001 awleigiht Watchers of North
Jersey, Inc., the Company and Weight Watchers Namtbrica, Inc. Substantially all of the purchase@ihas been allocated to franchise
rights acquired. The purchase price for the actjoisivas $46,500. The acquisition was financedughoadditional borrowings from the
Company's Credit Facility (as defined in Note &)isTborrowing was subsequently repaid by the entti@mtecond quarter 2002. See Note 6.

Acquired assets in total for 2002 of $48dlude inventory ($155), property and equipmenBgj2and other assets ($2



4. Goodwill and Other Intangible Assets

In accordance with SFAS No. 142, the Comgpamlonger amortizes goodwill or other indefiniteed intangible assets. The Company
performed fair value impairment testing as of Jap3a 2004 and December 28, 2002 on its goodwidl ather indefinite-lived intangible
assets, which determined that no impairment wadeewi Unamortized goodwill is due mainly to thewisgion of the Company by
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the H.J. Heinz Company in 1978. The balance in gdbcemained unchanged from December 29, 2001d¢odnber 28, 2002. The goodwill
balance increased during the fiscal year endedadard) 2004 primarily due to a small foreign acdias. Franchise rights acquired are due
mainly to acquisitions of the Company's franchitedtories. Prior to fiscal 2002, goodwill and ethindefinite-lived intangible assets were
being amortized on a straight-line basis over pisri@nging from 3 to 40 years. Amortization of gedidand other indefinite-lived
intangibles for the fiscal year ended Decembe2P91 was $9,782.

Also, in accordance with SFAS No. 142, aggite amortization expense for finite lived intdobgiassets was recorded in the amounts of
$1,062, $951 and $729 for the fiscal years endedalg 3, 2004, December 28, 2002 and December®d,, 2espectively.

The carrying amount of amortized intangiésets as of January 3, 2004 and December 28 v2@¥)as follows:

January 3, 2004 December 28, 2002
Gross Gross

Carrying Accumulated Carrying Accumulated

Amount Amortization Amount Amortization
Deferred software co: $ 1,87¢ $ 1,20 $ 1,26 $ 86¢
Trademarks 7,60( 6,87¢ 7,22: 6,67¢
Non-compete agreeme 1,20( 87¢ 1,20(C 57¢
Other 4,00: 3,26¢ 3,98t 3,191
$ 14,68: $ 12,22¢ % 13,66¢ $ 11,31

Estimated amortization expense of finitedi intangible assets for the next five fiscal gaaras follows:

2004 $ 89¢
2005 $ 42¢
2006 $ 291
2007 $ 17z
2008 $ 98

As required by SFAS No. 142, the resultglie fiscal year ended December 29, 2001 havéeen restated. A reconciliation of net
income, as if SFAS No. 142 had been adopted ai¢haning of

F-15

fiscal year 2001, is presented below for the figears ended January 3, 2004, December 28, 200Receimber 29, 2001:

Fiscal Years Ended

January 3, December 28, December 29,
2004 2002 2001
Reported net income available to common shareh® $ 143,94: $ 143,44( $ 145,68
Addback: goodwill amortization (net of ta — — 6,357
Adjusted net income available to common sharehslder $ 143,94: $ 143,44( $ 152,04

Basic earnings per sha
Reported net income available to common sharehwlder $ 135 $ 135 % 1.34



Addback: goodwill amortization (net of tax)
Adjusted net income available to common sharehslder

Diluted earnings per shar
Reported net income available to common sharehslder

Addback: goodwill amortization (net of tax)

Adjusted net income available to common sharehslder

5. Property and Equipment

The components of property and equipmemewe

Leasehold improvemen
Equipment

Less: Accumulated depreciation and amortiza

Construction in progres

Depreciation and amortization expense operty and equipment for the fiscal years endedalgr3, 2004, December 28, 2002 and

December 29, 2001 was $4,832, $3,789 and $2,78Recétvely.

— — 0.0¢
$ 1.3t % 1.3 $ 1.4C
IS B
$ 131 $ 131 $ 1.31

— — 0.0€
$ 131 $ 131 $ 1.37
IS B

January 3, December 28,
2004 2002

$ 9,33C $ 6,73
30,20: 29,30¢

39,53: 36,03¢

23,81¢ 23,68¢

15,713 12,35¢

34 13t

$ 15,747 $ 12,49(
]
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6. Long-Term Debt

The components of long-term debt are devi:

EURO 100.0 million 13% Senior Subordinated Notes 2009
US $150.0 million 13% Senior Subordinated Notes 210@9
Term Loan A due 200

Term Loan B due 200

Transferable Loan Certificate due 2(C

Less Current Portio

Credit Facility

The Company's Credit Agreement as amendethouary 16, 2001, December 21, 2001, April 13266d August 21, 2003 (the "Credit

January 3, 2004

December 28, 2002

Effective

Effective

Balance rate Balance rate

$ 10,56+ 13.0% $ 104,38( 13.0(%

5,13( 13.0(% 150,00( 13.00%

24,34( 3.04% 44,83¢ 3.7¢%

380,93’ 3.5% 97,61¢ 4.4€%

48,90: 3.85% 57,84¢ 4.4(%
469,87 454,68(
15,55¢ 18,361
$ 454,32( $ 436,31¢
— —

Facility") consists of Term Loans, a Revolver, andansferable loan certificate ("TLC



On April 1, 2003, in connection with thegagsition of certain of the assets of the WW Graine, Company borrowed $85,000 under a
new Term Loan D pursuant to the Credit Facilityaaeended on that date. This loan was repaid addcegpas part of the August 21, 2003
refinancing, as explained below.

On August 21, 2003, in conjunction with teader offer (as described below), the Comparipaated its Credit Facility as follows:
Term Loans B and D and the TLC in the aggregateusutnaf $204,674 were repaid and replaced with a fiemn Loan B in the amount of
$382,851 and a new TLC in the amount of $49,14@mTleoan A in the amount of $29,956 remained in plalong with a Revolver with
available borrowings up to $45,000.

Borrowings under the Credit Facility, aseatted, are paid quarterly and bear interest aeaecpual to LIBOR plus (a) in the case of
Term Loan A and the Revolver, 1.75% or, at the Camyfs option, the alternate base rate, as defpied,0.75% and, (b) in the case of Term
Loan B and the TLC, 2.25% or, at the Company'sooptihe alternate base rate plus 1.25%. At Jarid2904 and December 28, 2002, the
interest rates were 2.93% and 3.15%, respectivelyérm Loan A, 3.43% and 4.31%, respectively ferr Loan B, and 3.44% and 4.32%,
respectively for the TLC. In addition to payingentst on outstanding principal under the CrediflBgcthe Company is also required to pe
commitment fee to the lenders under the Revolvér méspect to the unused commitments at a ratd em0a860% per year. All assets of the
Company collateralize the Credit Facility.

The Credit Facility contains covenants tiestrict the Company's ability to incur additiomadebtedness, pay dividends on and redeem
capital stock, make other restricted paymentsuifioly investments, sell its assets and enter immsaidations, mergers and transfers of all or
substantially all of its assets. The Credit Fac#itso requires the Company to maintain specifiedrfcial ratios and satisfy financial conditi
tests.
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Senior Subordinated Notes

In addition, as part of the Transactior, @ompany issued $150,000 USD denominated 48d,600 euro denominated principal amc
of 13% Senior Subordinated Notes due 2009 (theéddpto qualified institutional buyers.

In fiscal 2003, the Company successfulljnpteted a tender offer and consent solicitatiopurchase 96.6% of its $150,000 USD
denominated ($144,900) and 91.6% of its €100,000 éenominated (€91,600) 13% Senior Subordinate@d\Ndhe consideration for the
tender offer and consent solicitation was fundedhficash from operations of $57,292 and additionaidwings under the Credit Facility of
$227,326 (as described above). In conjunction thightender offer, the Company also solicited cotsseneliminate substantially all of the
restrictive covenants and certain default provisionthe indentures pursuant to which the Notegwssued. Due to this early extinguishment
of debt, the Company recognized expenses of $4 786 fiscal year ended January 3, 2004, whiclugted tender premiums of $42,619,
the write-off of unamortized debt issuance cost$4887 and $362 of fees associated with the tciiosa

At January 3, 2004 and December 28, 20@2¢etiro notes of €8,388 and €100,000, respectitralyslated into $10,564 and $104,380,
respectively. The unrealized impact of the chamgerieign exchange rates related to euro denondrasbt is reflected in other expense, net.
Interest is payable on the Notes semi-annually prilA and October 1 of each year. The Company imerest rate swaps and foreign
currency forward contracts in association withdiébt. As of January 3, 2004, 100% of the Compaswyrs denominated Senior Subordinated
Notes are effectively hedged through the use @ish dlow hedge

The Company's obligations under the Notesabordinated and junior in right of paymentlt@aisting and future senior indebtedness
of the Company, including all indebtedness underGredit Facility. The Notes are guaranteed byagedubsidiaries of the Company.

Maturities

At January 3, 2004, the aggregate amourggisting long-term debt maturing in each of tlextrfive years and thereafter are as follows
(see also Note 19):

2004 $ 15,55¢
2005 17,42¢
2006 4,32
2007 4,32
2008 4,32(
2009 and thereaftt 423,93¢

$ 469,87



7. Redeemable Preferred Stock

The Company issued one million shares oeS&\ Preferred Stock to Heinz in conjunction wtile Transaction. On March 1, 2002, the
Company redeemed from Heinz all of the Company'®Sé Preferred Stock for a redemption price d,820 plus accrued and unpaid
dividends. The redemption
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was financed through additional borrowings of $0B,0nder the Credit Facility (as defined in Notev@ich was repaid by the end of the
second quarter 2002, and cash from operations.

8. Treasury Stock

On April 18, 2001, the Company entered mfeut/Call Agreement with Heinz, pursuant to wHitdinz acquired the right and option to
sell during the period ending on or before May2®)2, and the Company acquired the right and optiggurchase after that date and on or
before August 15, 2002, 6,719 shares of the comstmk of the Company owned by Heinz. Under thigegrent, during the fiscal year
ended December 29, 2001, Heinz sold all of itsesh&y the Company at fair value for an aggregateh@ase price of $27,132, which was
funded with cash from operations. Heinz no longdd$ any common stock of the Company.

On October 9, 2003, the Company's Boardidctors authorized a program to repurchase 259,000 of the Company's outstanding
stock. The repurchase program allows for sharée fourchased from time to time in the open markétmugh privately negotiated
transactions. No shares will be purchased fromlAt&embourg or its affiliates under the programthe fourth quarter of 2003, the
Company purchased 784 shares of stock in the opeketnat a total cost of $28,815.

9. Earnings Per Share

Basic earnings per share ("EPS") computatare calculated utilizing the weighed averagebemof common shares outstanding during
the periods presented. Diluted EPS includes thghted average number of common shares outstandihtha effect of dilutive common
stock equivalents.

The following table sets forth the compiaiatof basic and diluted EPS.

January 3, December 28, December 29,
2004 2002 2001
Numerator:
Net income $ 143,94: $ 143,69: $ 147,18
Preferred stock dividenc — 254 1,50(

Numerator for basic and diluted E—income available to
common shareholde $ 143,94. $ 143,44( $ 145,68°

Denominator
Denominator for basic E—weightec-average share ,

Effect of dilutive stock option 3,04¢ 3,70¢ 2,947
Denominator for diluted EF—weighte-average share 109,72« 109,66: 111,62:
EPS:

Basic $ 135 % 13 % 1.34
I I I

Diluted $ 131 $ 131 % 1.31
I I I
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For the fiscal 2003, 2002 and 2001 compriat391, 10 and 0 stock options, respectivelygvexcluded from the calculation of
weighted average shares for diluted EPS becauseetfexts were ar-dilutive.



10. Stock Plans
Weight Watchers | ncentive Compensation Plans:

On December 16, 1999, the Board of Directatopted the 1999 Stock Purchase and Option Plafeight Watchers International, Inc.
and Subsidiaries (the "Plan"). The Plan is desigog@tomote the long-term financial interests aralgh of the Company and its subsidiaries
by attracting and retaining management with thétalo contribute to the success of the busingsg Board of Directors or a committee
thereof administers the Plan.

Under the stock purchase component of ke giscussed above, 1,639 shares of common steck sold to 45 members of the
Company's management group at a price of $2.13.W%er share.

Other Stock Options (other than incentive optioS$pck Appreciation Rights, Restricted Stock, PasehStock, Dividend Equivalent Rights,
Performance Units, Performance Shares and Othek-StBased Grants. The maximum number of sharesadlaifor grant under this plan
was 5,647 shares of authorized common stock dweddffective date of the Plan. In 2001, the nunafshares available for grant was
increased to 7,058 shares.

Pursuant to the restricted stock compooétiie Plan, the Company granted 7 shares of castirstock to certain employees during 2!
The weighted average fair value of these shardbedate of the grant was $39.35. These share®vest period of three years and resulted
in compensation expense of $53 for the fiscal yealed January 3, 2004.

Pursuant to the option component of the Rlee Board of Directors authorized the Companegriter into agreements under which
certain members of management received Non-Qualffime and Performance Stock Options providing ttieenopportunity to purchase
shares of the Company's common stock at an exgrdiseof $2.13 to $45.50. The options are exebdéshased on the terms outlined in the
agreement. The exercise price was equivalent téathenarket value at the date of grant.

The fair value of each option is estimatadhe date of grant using the Black-Scholes optigcing model with the following weighted
average assumptions:

January 3, December 28, December 29,
2004 2002 2001
Dividend yield 0% 0% 0%
Volatility 36.5% 34.5% 34.6%
Risk-free interest rat 2.6%-3.7% 3.5%-5.2% 5.1%-5.4%
Expected term (year: 5.6 7.0 7.5
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A summary of the Company's stock optionvégtis as follows:
January 3, 2004 December 28, 2002 December 29, 2001
Weighted Weighted Weighted
Number of average Number of average Number of average
Shares exercise price Shares exercise price Shares exercise price
Options outstanding, Beginning of
year 4,89¢ $ 3.6¢ 5671 $ 2.3t 5301 $ 2.13
Granted 54z $ 40.61 181 $ 37.3i 731 $ 3.8¢
Exercisec (855) $ 2.2¢ (776) $ 2.1¢ 93 % 2.1
Cancellec 83 % 14.6: (180 % 2.2¢ (269 $ 2.13
Options outstanding, end of ye 4,501 $ 8.1¢ 4,89¢ $ 3.6¢ 5,671 $ 2.3t
Options exercisable, end of ye 2971 $ 2.8C 2,95 $ 2.2¢ 247¢ $ 2.1¢
Options available for grant, end of
year 827 1,29: 1,294
Weighted-average fair value of
options granted during the ye $ 16.01 $ 17.41 $ 1.8¢

The following table summarizes informatamout stock options outstanding at January 3, 2§04nge of exercise pric



Options Outstanding

Options Exercisable

Weighted
Average Weighted Weighted
Remaining Average Average
Range of Shares Contractual Exercise Shares Exercise
Exercise Prices Outstanding Life (Yrs.) Price Exercisable Price
$2.1:-%$2.34 3,27¢ 6.1 $ 2.1¢ 2,651 $ 2.15
$4.04 52¢ 74 % 4.04 27¢ $ 4.04
$35.8-$45.50 69¢€ 6.5 39.8i 41 $ 37.51
4,501 2,971
— ——

WeightWatchers.com Stock Incentive Plan of Weight Watchers International, Inc. and Subsidiaries:

In April 2000, the Board of Directors adegithe WeightWatchers.com Stock Incentive Plan efglt Watchers International, Inc. and
Subsidiaries, pursuant to which selected employege granted options to purchase shares of cominck sf WeightWatchers.com, Inc.
that are owned by the Company. The number of stzas@itable for grant under this plan is 400 shaffesuthorized 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. No opti@wtbeen granted under this Plan during the fisgeals ended January 3, 2004,

December 28, 2002 or December 29, 2001.
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A summary of the stock option activity unttee WeightWatchers.com Stock Incentive Plan ifolsws:

January 3, 2004

December 28, 2002

December 29, 2001

Weighted Weighted Weighted
Number of average Number of average Number of average
Shares exercise price Shares exercise price Shares exercise price
Options outstanding, Beginning of
year 152 $ 0.5C 164 $ 0.5C 17 $ 0.5C

Granted — — —

Exercisec — — —

Cancellec D13 0.5C 12 % 0.5C 9% 0.5C
Options outstanding, end of ye 151 $ 0.5C 152 $ 0.5C 164 $ 0.5C
Options exercisable, end of ye 13: $ 0.5C 11 $ 0.5C 84 $ 0.5C
Options available for grant, end of
year 24¢ 24¢ 23€

Weighted average fair value of
options granted during the ye

The weighted average remaining contradiigabf options outstanding at January 3, 2004 &.8syears.

11. Income Taxes

The following tables summarize the prowisfor (benefit from) U.S. federal, state and foreigxes on income:

Current:
U.S federal

State
Foreign

Deferred:

January 3, December 28, December 29,
2004 2002 2001
$ 40527 $ 55,67C $ 27,58:
10,74( 14,65( 7,11(C
20,34 16,92 11,39¢
$ 7161 $ 87,24, $ 46,08¢




U.S federal $ 1517 $ 4565 $ (61,269

State 1,73¢ 397 (5,61¥)
Foreign (230 (39¢) (4,18¢)

$ 16,67° $ 4566 $ (71,06¢)

Total tax provision (benefit $ 88,28{ $ 91,807 $ (24,987
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The components of income before incomegaxmsist of the following:

January 3, December 28, December 29,
2002 2002 2001
Domestic $ 170,19¢ $ 185,61( $ 88,24
Foreign 62,03: 49,89 33,96:
$ 232,22¢ $ 23550 $ 122,20:

The difference between the U.S. federduisiay tax rate and the Company's consolidateccti¥ie tax rate are as follows:

January 3, December 28, December 29,
2004 2002 2001
U.S. federal statutory ra 35.(% 35.(% 35.(%
Foreign income taxe (0.2 (0.2 4.3
States income taxes (net of federal ben 4.C 4.C 0.¢
Goodwill amortizatior — — 0.2
Other (0.8) 0.2 3.5
Valuation allowanct — — (55.7)
Effective tax rate 38.(% 39.(% (20.9)%
I I I
The deferred tax assets (liabilities) releok on the balance sheet are as follows:
January 3, December 28,
2004 2002
Depreciation/amortizatio $ 10 $ 44¢€
Provision for estimated expens 1,44: 1,18
Operating loss carryforwart 3,81¢ 3,70¢
WeightWatchers.com loe 11,50¢ 13,45¢
Other 2,057 722
Amortization 96,61¢ 116,43
Total deferred tax asse $ 115,447 $ 135,95!
I I
Deferred incomt $ (65 $ (637)
Other (1,775 (2,865)
Total deferred tax liabilitie $ (1,840 $ (3,5072)
I I
Net deferred tax asse $ 113,60: $ 132,45:

On September 29, 1999, the Company effextedapitalization and stock purchase agreemehtitgiformer parent, Heinz. For U.S.
purposes, the Transaction was treated as a tazalel@einder IRC section 338(h)(10), resulting ineg-4ip in the tax basis of net assets and,
recognition of a deferred tax asset in the amotifiid4,200. At the time of the Transaction, the @any determined that it was more lik



than not that a portion of the deferred tax assetldvnot be utilized.
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Therefore, a valuation allowance of $72,100 waaldisthed against the corresponding deferred tat.aBased on the Company's
performance since the Transaction, the Companyrdated that the valuation allowance was no longguired. Accordingly, the provision
for taxes for the fiscal year ended December 20]1206cludes a one-time reversal (credit) of theaiming balance of the valuation allowance
of $71,903 related to the Transaction.

As of January 3, 2004 and December 28, 2@&x2ous foreign subsidiaries of the Company hetdoperating loss carry forwards of
approximately $12,387 and $12,359 respectively,trmbwhich can be carried forward indefinitely.

As of December 29, 2001, the Company'ssiriduted earnings of foreign subsidiaries areamgér considered to be reinvested
permanently. Accordingly, the Company has recorlkethxes, after taking into account foreign taadits, on the undistributed earnings of
foreign subsidiaries.

12. Related Party Transactions
WeightWatchers.com:

On September 29, 1999, the Company entatec subscription agreement with WeightWatchers,cArtal and Heinz under which
Artal, Heinz and the Company purchased common stb¥ieightWatchers.com for a nominal amount. Then@any owns approximately
19.9% of WeightWatchers.com's common stock whil@alkowns approximately 72.8% of WeightWatchers.sotommon stock. Because the
Company has the ability to exercise significaniiaefice over WeightWatchers.com it accounts forithisstment under the equity method of
accounting.

Under the agreement with WeightWatchers,dbe Company granted it an exclusive license &itsstrademarks, copyrights and
domain names in electronic media in connection Wétlonline weight-loss business. The license ages# provides the Company with
control of how its intellectual property is used.particular, the Company has the right to appieightWatchers.com's e-commerce
activities, marketing programs, privacy policy andterials publicly displayed on the Internet. Thesstrols are designed to protect the value
of the Company's intellectual property.

Under warrant agreements dated Novembet @99, October 1, 2000, May 3, 2001, and Septerhde2001, the Company has received
warrants to purchase an additional 6,395 shar¥gsihtWatchers.com's common stock in connectioh tié loans that the Company has
made to WeightWatchers.com under the note deschibkdv. These warrants will expire from Novembey 2d09 to September 10, 2011 :
may be exercised at a price of $7.14 per shareafit\Watchers.com's common stock until their exjgra The exercise price and the
number of shares of WeightWatchers.com's commark steailable for purchase upon exercise of the avasrmay be adjusted from time to
time upon the occurrence of certain events.

Loan Agreement:

Pursuant to the amended loan agreemerd &atetember 20, 2001 between the Company and Wéagbhers.com, through fiscal year
2001, the Company provided loans to WeightWatcbens.aggregating $34,500. The Company has no fuothlégation to provide funding -
WeightWatchers.com. Beginning on January 1, 2d@2]dan bears interest at 13% per year and begjriMarch 31, 2002, interest has been
and shall be paid to the Company semi-annually. All
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principal outstanding under the agreement is payat$ix semi-annual installments commencing ondii&1, 2004. For the years ended
January 3, 2004 and December 28, 2002, the Commeanyded interest income on the loan of $4,219%hd54, respectively. As of
January 3, 2004 and December 28, 2002, the interesivable balance was $1,009 and $1,106, resp8ctand is included within
receivables, net. As WeightWatchers.com is an gguestee, and the Company was the only entityighog funding through fiscal year
2001, the Company reduced its loan receivable bakhy 100% of WeightWatchers.com's losses inlfZ@@1. Additionally, the remaining
loan receivable balances were reviewed for impaitroa a quarterly basis and, accordingly, durisgdl 2001 the Company recorded a full
valuation allowance against the remaining balanbesing fiscal 2003, the Company received a volgntaan repayment of $5,000 that was
recorded as a component of other expense, net.

Intellectual Property License:



The Company entered into an amended anateelsintellectual property license agreement dstgutember 29, 2001 with
WeightWatchers.com. In fiscal 2002, the Companyabegarning royalties pursuant to the agreementthfeoyears ended January 3, 2004
December 28, 2002, the Company recorded royaltyniecof $7,080 and $4,175, respectively, which wahided in product sales and other,
net. As of January 3, 2004 and December 28, 20@2Xgceivable balance was $1,758 and $1,280, riégggcand is included within
receivables, net.

Service Agreement:

Simultaneous with the signing of the amehaled restated intellectual property license agesgnthe Company entered into a service
agreement with WeightWatchers.com, under which \W¥iatchers.com provides certain types of serviths.Company is required to pay
for all expenses incurred by WeightWatchers.coradatlly attributable to the services it performs urttiés agreement, plus a fee of 10% of
those expenses. The Company recorded service expéfig,971, $1,862 and $554 for the years endedaip 3, 2004, December 28, 2002
and December 29, 2001, respectively, that was diecliin marketing expenses. The accrued servicebpmgaJanuary 3, 2004 and
December 28, 2002 was $1,223 and $484, respectaetyis netted against receivables, net.

Nellson Agreement:

On November 30, 1999, the Company enteredan agreement with Nellson Neutraceutical, (fdellson™), which up until October 4,
2002 was a wholly-owned subsidiary of Artal, toghase nutrition bar products manufactured by Nelfso sale at the Company's meetings.
Upon sale by Artal, Nellson is no longer considemaélated party. Under the agreement, Nellsoneasgiee produce sufficient nutrition bar
products to fill the Company's purchase ordersiwi8® days of receipt. The Company is not bounguchase a minimum quantity of
nutrition bar products. The term of the agreemansithrough December 31, 2004, and the Companthkazption to renew the agreement
for successive one-year periods by providing writtetice to Nellson. Management believes the prongsof the agreement are comparable
to those the Company would receive from a thirdyparotal purchases from Nellson for the fiscalgeended December 28, 2002 and
December 29, 2001 were $24,351, and $18,706, rieglgc These purchases represent approximately 2iéw2% of total inventory
purchases for the fiscal years ended December@®2 2nd December 29, 2001, respectively.
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Management Agreement:

Simultaneous with the closing of the Comymacquisition by Artal, the Company entered mtmanagement agreement with The Invus
Group, LLC ("Invus"), the independent investmentiadr to Artal. Under this agreement, Invus proddiee Company with management,
consulting and other services in exchange for aualfee equal to the greater of $1,000 or onegmeraf the Company's EBITDA (as defir
in the indentures relating to the Company's Se@idrordinated Notes), plus any related out-of-poekpenses. This agreement has been
terminated effective December 28, 2002. These neamnagt fees, recorded in other expense, net fdidta years ended December 28, 2002
and December 29, 2001, were $2,838, and $1,926cctegely.

Heinz:

At the closing of the Transaction, the Campgranted to Heinz an exclusive worldwide, royélee license to use the Custodial
Trademarks (or any portion covering food and beyeroducts) in connection with Heinz licensed pictd. Heinz will pay the Company an
annual fee of $1,200 for five years in exchangalerCompany serving as the custodian of the Cigtddademarks.

As of January 3, 2004, December 28, 20@Recember 29, 2001, other accrued liabilitiesuidel $1,965, $3,209 and $2,888,
respectively, primarily consisting of food royaftieeceived on behalf of Heinz.

13. Employee Benefit Plans
Weight Watchers Sponsored Plans:

Effective September 29, 1999, the net assdathe Heinz sponsored employee savings plan ikemeferred to the Weight Watchers
sponsored plan upon execution of the Transactiba.dompany sponsors the Weight Watchers Savings(fPla "Savings Plan”) for salaried
and hourly employees. The Savings Plan is a defioatribution plan that provides for employer métghcontributions up to 100% of the
first 3% of an employee's eligible compensatiore Bavings Plan also permits employees to contribetiween 1% and 13% of eligible
compensation on a pre-tax basis. Expense relaté@$e contributions for the fiscal years endedidan3, 2004, December 28, 2002 and
December 29, 2001 was $1,228, $1,033 and $823%ctgply.

The Company sponsors the Weight WatchesBt&haring Plan (the "Profit Sharing Plan”) fdirfall-time 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 eachtiggrant based on the participant's age and a ptge of the participant's eligik



compensation. The Profit Sharing Plan has a supggleahemployer 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. Expense related to these contabsitior the fiscal years ended January 3,
2004, December 28, 2002 and December 29, 2001 W&5% $1,560, and $1,361, respectively.
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For certain senior management personnelCdmpany sponsors the Weight Watchers Executiofit Bharing Plan. Under the Internal
Revenue Service ("IRS") definition, this plan isiswered 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@mwalued at the end of each fiscal
month, based on an annualized interest rate ofeppis 2%, with an annualized cap of 15%. Expeekdad to these contributions for the
fiscal years ended January 3, 2004, December 22, 20d December 29, 2001 was $774, $567, and $&§2ectively.

During fiscal 2002, the Company receivddwrable determination letter from the IRS thaalifies the Company's Savings Plan under
Section 401(a) of the IRS Code.

14. Cash Flow Information

January 3, December 28, December 29,
2004 2002 2001
Net cash paid during the year f
Interest expens $ 38,53: $ 41,58t $ 54,55¢
Income taxe: $ 59,73¢ $ 75,68: $ 39,47«
Noncash investing and financing activities weréofisws:
Fair value of net assets acquired in connectioh thi¢ acquisition $ 4,797 $ 461 $ 3,70¢
Liabilities incurred in connection with the pubgquity offering — — $ 1,95(C
Liability incurred in connection with a noncompetgreemen = — $ 1,20(C

15. Commitments and Contingencies
Legal:

Due to the nature of its activities, then@pany is, at times, subject to pending and threatdéegal actions that arise during the normal
course of business. In the opinion of managemeasedin part upon advice of legal counsel, theadisipn of such matters is not expected to
have a material effect on the Company's resultpefations, financial condition or cash flows.
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Lease Commitments:

Minimum rental commitments under non-caabkd operating leases, primarily for office andtaéfacilities at January 3, 2004, consist
of the following:

2004 $ 21,46(
2005 16,17¢
2006 11,20¢
2007 7,062
2008 4,341
2009 and thereaftt 17,78
Total $ 78,03¢
|

Total rent expense charged to operatiodguthese leases for the fiscal years ended JaBuano4, December 28, 2002 and
December 29, 2001 was $23,855, $16,321 and $14,84j8ctively.

Finland Repurchase Agreement:



The Company is a party to a repurchasecageat related to the 10% minority interest in tlassroom operation of Finland. Pursuant to
this agreement, the Company may elect or be regjtireepurchase the minority shareholders' inténebtis operation. 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 onltapie of the average operating income duringl#tst three years. In December 2003, the
minority shareholder elected to sell his interaghie Finland operation. The terms of the purclageement will be finalized and payment
will be made in 2004. The Company estimates thyseant will be approximately $1,500.

Franchise Profit Sharing Fund:

In October 2000, the Company reached agemgent with certain franchisees regarding the sgani profits of prior and future retail
licensed product sales. The settlement provided fmyment of approximately $3,836, to be paidtiottugh 2001, and released the Comj
from any future obligations to the franchisees urmefit sharing arrangements dating back to 1969.

The Company's franchise agreement wittagedther North American franchisees provides foeanual franchise profit sharing
distribution of retail licensed product sales bagpdn specified formulas. Profit sharing expensgeuithis arrangement for the fiscal years
ended January 3, 2004, December 28, 2002 and Decet@8p2001 was $37, $56 and $40, respectively.

16. Segment and Geographic Data

The Company is engaged principally in ane bf business, weight loss products and servibes.following table presents information
about the Company's sources of revenue and otfoeniation by
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geographic area. There were no material amourgale$ or transfers among geographic areas and tesiahamounts of United States exf
sales.

Revenues

January 3, December 28, December 29,

2004 2002 2001
NACO meeting fee $ 392,43. $ 350,68 $ 262,46’
International compar-owned meeting fee 214,77. 170,04 153,21:
Product sale 276,83! 237,60: 170,36
Franchise royaltie 24,87¢ 31,347 28,37:
Other 35,01+ 19,96¢ 9,45¢
$ 94393 $ 809,64: $ 623,87(
| | |
Revenues
January 3, December 28, December 29,
2004 2002 2001
United State: $ 599,94: $ 542,88! $ 397,43:
United Kingdom 140,88t 112,75( 97,59
Continental Europ 159,15! 117,42! 97,42
Australia, New Zealand and ott 43,947 36,58 31,42:
$ 94393 $ 809,64: $ 623,87(
| .| .|
Long-Lived Assets
January 3, December 28, December 29,
2004 2002 2001
United State! $ 506,00: $ 299,34¢ $ 230,69¢
United Kingdom 2,65: 2,85¢ 2,90¢
Continental Europ 3,15z 2,53 2,02t
Australia, New Zealand and ott 26,43 18,30: 16,26(
$ 538,24: $ 323,04: $ 251,89(



17. Financial Instruments
Fair Value of Financial Instruments:

The Company's significant financial instents include cash and cash equivalents, shorteamgaérm debt, current and noncurrent ne
receivable, currency exchange agreements and daasan

In evaluating the fair value of significdimancial instruments, the Company generally wpested market prices of the same or similar
instruments or calculates an estimated fair valua discounted cash flow basis using the ratesadlaifor instruments with the same
remaining maturities. As of January 3, 2004, thevalue of financial instruments held by the Compaexcluding the 13% Senior
Subordinated Notes due 2009, approximated the dedoralue. Based on current interest rates, maramdoelieves that the carrying amount
at January 3, 2004 of the Company's 13% Senior@8utzied Notes due 2009 of $15,694 has an estinfaitedalue of $18,775.
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Derivative Instruments and Hedging:

The Company enters into forward and swagireots to hedge transactions denominated in foreigrencies to reduce currency risk
associated with fluctuating exchange rates. Thes&acts are used primarily to hedge certain intenpany cash flows and for payments
arising from some of the Company's foreign curretegominated obligations. In addition, the Companters into interest rate swaps to
hedge a substantial portion of its variable ratat.d&s of January 3, 2004, December 28, 2002 armbDber 29, 2001 the Company held
currency and interest rate swap contracts to psechartain foreign currencies totaling $255,15@,$36 and $204,276, respectively. The
Company also held separate currency and interesswaap contracts to sell foreign currencies of6$264, $96,051 and $207,730,
respectively. The Company is hedging forecastatstretions for periods not exceeding the next 12thsoi\t January 3, 2004, the Company
estimates that derivative losses of $270, netadrime taxes, reported in accumulated other compsareemcome (loss) will be reclassified to
the Statement of Operations within the next twehanths.

As of January 3, 2004 and December 28, 20@2ulative losses for qualifying hedges were regabas a component of accumulated
other comprehensive loss in the amount of $443($27 of taxes) and $4,536 ($2,675 net of taxespectively. The Company discontinued
certain of its cash flow hedges that were assatiaith the euro denominated Notes that were exisigd, as described in Note 6. As such,
the Company has reclassified a net loss of $5,88% ficcumulated other comprehensive income to etkgense, net. In addition, the
Company has recorded net proceeds of $2,710 frergdm on settlement in cash from financing adésitn the Statement of Cash Flows as
cash flows from hedge transactions are classifiedmanner consistent with the item being hedgedddtition, the ineffective portion of
changes in fair values of qualifying cash flow hesligvas not material. Prior to the extinguishmenhefeuro Notes, the Company hedged
24% of the outstanding principal of the euro Natiesforward contracts, subsequent to the extingnesfit the Company is currently 100%
hedged. As such, to offset gains or losses from@ésin foreign exchange rates related to the Motes for the fiscal years ended January 3,
2004 and December 28, 2002, the Company reclas§i8&0 ($508 before taxes) and $2,258 ($3,702 befotes) from accumulated other
comprehensive income (loss) to other expense, net.

For the fiscal years ended January 3, 20@MDecember 28, 2002, fair value adjustmentsdargualifying hedges resulted in a
reduction to net income of $2,136 ($3,502 befoxesaand $2,082 ($3,528 before taxes), includeliwvigther expense, net, respectively. In
addition, for the fiscal year ended December 28226he Company terminated all nqoalifying hedges resulting in an increase to nebine
of $1,439 ($2,359 before taxes), included withineotexpense, net.
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18. Quarterly Financial Information (Unaudited)

The following is a summary of the unauditgrterly results of operations for the fiscalrgeended January 3, 2004 and December 28,
2002.

For the Fiscal Quarters Ended

March 29, June 28, September 27, January 3,
2003 2003 2003 2004

Fiscal year ended January 3, 200
Revenues, ne $ 251,47¢ $ 258,86¢ $ 217,49¢ $ 216,08t



Operating incom: $ 79,41¢ $ 97,63t $ 74,01¢ $ 65,00:
Net income $ 40,58. $ 53,77: $ 11,48: $ 38,10¢
Basic EPS $ 0.3t $ 05C $ 011 $ 0.3€
Diluted EPS $ 037 $ 0.4¢ $ 0.1C $ 0.3t
For the Fiscal Quarters Ended
March 30, June 29, September 28, December 28,
2002 2002 2002 2002

Fiscal year ended December 28, 20(

Revenues, ne $ 212,50 $ 217,89 $ 189,17. $ 190,07¢
Operating incom: $ 71,05¢ $ 90,52: $ 74,407 $ 60,87
Net income $ 37,28¢ % 4122 $ 36,83: $ 28,35¢
Basic EPS $ 0.3 $ 03¢ $ 0.3 $ 0.27
Diluted EPS $ 03¢ $ 0.3t $ 034 % 0.2€

Basic and diluted EPS are computed indegathdfor each of the periods presented. Accordinthle sum of the quarterly EPS amounts
may not agree to the total for the year.

19. Subsequent Event

In January 2004, the Company refinancedxisting debt, which moved a large portion oftiebt from fixed term loans to revolver.
Under the refinancing, the term loans have beencedfrom $454,180 to $150,000 and the Revolveadaphas increased from $45,000 to
$350,000. To complete the refinancing, the Compiey down $310,000 of the Revolver. In connectiath this early extinguishment of
debt, the Company incurred charges of approxim#&&J900 in the first quarter of 2004.

20. Guarantor Subsidiaries

The Company's payment obligations undeStngior Subordinated Notes are fully and unconaiitily guaranteed 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 Twgeinst Corporation; W.W. Weight Reduction Servicks;.; W.W.I. European
Services Ltd.; W.W. Inventory Service Corp.; Weilitiatchers North America, Inc.; Weight Watchers UH6Idings Ltd.; Weight Watchers
International Holdings Ltd.; Weight Watchers (U.Kijited; Weight Watchers (Exercise) Ltd.; WeighttWhers (Accessories &
Publications) Ltd.;
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Weight Watchers (Food Products) Limited; Weight @tiars New Zealand Limited; BLTC Pty Ltd.; LLTC Rftd.; Weight Watchers Asia
Pacific Finance Limited Partnership (APF); Weighatdhers International Pty Limited; Fortuity Pty |Lthd Gutbusters Pty Ltd. (collective
the "Guarantor Subsidiaries"). The obligationsatteGuarantor Subsidiary under its guarantee otites are subordinated to such
subsidiary's obligations under its guarantee ohie senior credit facility.

Presented below is condensed consolidéitiagcial information for Weight Watchers Interraatal, Inc. ("Parent Company"), the
Guarantor Subsidiaries and the Non-Guarantor Siabsigd (primarily companies incorporated in Eurapeauntries other than the United
Kingdom). In the Company's opinion, separate fingratatements and other disclosures concerninly efihe Guarantor Subsidiaries would
not provide additional information that is matetalinvestors. Therefore, the Guarantor Subsidsaaie combined in the presentation below.

Investments in subsidiaries are accourdety the Parent Company on the equity method odaating. Earnings 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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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S



SUPPLEMENTAL CONSOLIDATING BALANCE SHEET

AS OF JANUARY 3, 2004

(IN THOUSANDS)

Parent

Non-

Guarantor Guarantor

Company Subsidiaries Subsidiaries Eliminations Consolidated
ASSETS
CURRENT ASSET¢
Cash and cash equivalel $ 2,17C $ 10,63 $ 10,63¢ $ — 3 23,4«
Receivables, ne 4,474 12,21¢ 1,852 — 18,5«
Inventories, ne — 27,48: 11,62¢ — 39,1:
Prepaid expenst¢ 3,33¢ 18,47: 7,91 — 29,7.
Deferred income taxe (1,96¢€) 5,77C — — 3,8(
Intercompany (payables) receivab (177,60 164,83¢ 12,76 — -
TOTAL CURRENT ASSETS (169,58 239,41! 44,79t — 114,6:
Investment in consolidated subsidiar 701,89 — — (701,89) -
Property and equipment, r 1,315 12,32« 2,10¢ — 15,7«
Notes and other receivabl 222 — — — 22
Franchise rights acquire 3,38¢ 491,94¢ 92¢ 496,2¢
Goodwill 23,38t 394 — — 23,7
Trademarks and other intangible as: 1,36¢ 1,09C — — 2,4t
Deferred income taxe 38,49¢ 72,13t (832) — 109,7¢
Deferred financing costs, n 4,58: — — — 4,5¢
Other noncurrent asse 463 1,24(C 51F — 2,21
TOTAL ASSETS $ 605,52! $ 818,54 $ 47,51 % (701,89) $ 769,6¢
I I I I —
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES
Portion of long-term debt due within or
year $ 15,06: $ 49z $ — % — $ 15,5¢
Accounts payabl 1,16¢ 12,87¢ 8,24: — 22,2¢
Salaries and wagt 6,961 7,874 5,95¢ — 20,7¢
Accrued interes 2,152 20€ — — 2,3t
Other accrued liabilitie 8,08¢ 21,35¢ 2,57¢ — 32,0:
Income taxes (receivable) paya (15,00¢) 39,54¢ 82 — 24,6:
Deferred revenu — 14,66 1,86¢ — 16,5:
TOTAL CURRENT LIABILITIES 18,42¢ 97,01¢ 18,72¢ — 134,1°
Long-term debi 405,90¢ 48,41 — — 454,3;
Other — (18) 28 — 1
TOTAL LIABILITIES 424,33 145,40¢ 18,754 — 588,5(
Shareholders' equi 181,18t 673,13t 28,75¢ (701,89) 181,1¢
TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY $ 605,52! $ 818,54° $ 47,51 % (701,89) $ 769,6!
I I I I —
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S

SUPPLEMENTAL CONSOLIDATING BALANCE SHEET

ASSETS

CURRENT ASSET¢
Cash and cash equivale
Receivables, ne
Inventories, ne
Prepaid expense
Deferred income taxe
Intercompany (payables) receivab

TOTAL CURRENT ASSET<S

Investment in consolidated subsidiar
Property and equipment, r

Notes and other receivabl

Franchise rights acquire

Goodwill

Trademarks and other intangible as:
Deferred income taxe

Deferred financing costs, n

Other noncurrent asse

TOTAL ASSETS

AS OF DECEMBER 28, 2002

(IN THOUSANDS)

Parent

Guarantor

Non-
Guarantor

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES

Portion of loni-term debt due within one ye $

Accounts payabl
Salaries and wagt
Accrued interes

Other accrued liabilitie
Income taxes payab
Deferred revenu

TOTAL CURRENT LIABILITIES

Long-term debt
Other

TOTAL LIABILITIES

Shareholders' equil

TOTAL LIABILITIES AND

SHAREHOLDERS' EQUITY (DEFICIT $

Company Subsidiaries Subsidiaries Eliminations Consolidated
$ 34,69¢ $ 14,80¢ $ 8,02¢ $ — 3 57,53(
3,461 13,97: 1,667 — 19,10¢
— 30,02: 8,562 — 38,58:
2,45% 16,53¢ 6,712 — 25,70(
4,22 — 4,22z
(228,146 218,44¢ 9,697 — —
(187,53)) 298,00° 34,66¢ — 145,14:
556,95 — — (556,95 —
1,38( 9,401 1,70¢ — 12,49(
242 — — — 24z
3,38t 280,66( 77C 284,81!
23,38¢ — — — 23,38¢
897 1,45¢ — — 2,35z
37,17« 91,83: (775) — 128,23:
7,851 — — — 7,851
62€ 77€ 43¢ — 1,84z
$ 444.36. $ 682,13. $ 36,80¢ $ (556,95) $ 606,35(
;5§ ______§ N |
17,63 $ 72¢ $ — $ — $ 18,36!
1,215 14,67¢ 4,351 — 20,24
7,00t 4,93¢ 4,67¢ — 16,61¢
8,12¢ 47¢ — o 8,59¢
10,07¢ 16,32¢ 3,451 — 29,85¢
(25,54/) 39,06¢ 45C — 13,97:
10C 14,11¢ 1,21¢ — 15,43:
18,61« 90,33( 14,14( — 123,08
379,20( 57,11¢ — — 436,31¢
— 32t 74 — 39¢
397,81 147,77 14,21 — 559,80:
46,54¢ 534,35¢ 22,59¢ (556,959 46,54¢
444.36. $ 682,13: $ 36,80¢ $ (556,95) $ 606,35(
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF OPERATIONS
FOR THE FISCAL YEAR ENDED JANUARY 3, 2004

(IN THOUSANDS)

Non-

Parent Guarantor Guarantor

Company Subsidiaries Subsidiaries Eliminations Consolidated

Revenues, ne $ 14,35 $ 770,42 $ 159,15° $ — 943,93.
Cost of revenue 272 348,33¢ 91,79( — 440,39¢
Gross profit 14,07¢ 422,08 67,367 — 503,53¢
Marketing expense 2,37: 85,94¢ 25,28¢ — 113,60:
Selling, general and administrative expel 11,98( 46,88! 15,00: — 73,86:
Operating (loss) incom (27%) 289,26: 27,08: — 316,06¢
Interest expense (income), | 27,60¢ 6,92¢ (839 — 33,69¢
Other expense (income), r 6,33 (3,455 (10¢) — 2,774
Early extinguishment of del 47,36¢ — — — 47,36¢

Equity in income of consolidated
subsidiaries 161,01: — — (161,019 —
Franchise commission income (lo 74,92 (64,759 (20,169 — —
Income before income tax 154,34t 221,02¢ 17,86¢ (161,019 232,22¢
Provision for income taxe 10,40¢ 71,19 6,692 — 88,28¢
Net income $ 14394: $ 149,83t $ 11,17 $ (161,01) $ 143,94:
I I I I I
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF OPERATIONS
FOR THE FISCAL YEAR ENDED DECEMBER 28, 2002
(IN THOUSANDS)
Non-
Parent Guarantor Guarantor
Company Subsidiaries Subsidiaries Eliminations Consolidated

Revenues, n¢ $ 8,801 $ 683,41¢ $ 117,42 $ — % 809,64-
Cost of revenue (752) 304,37! 66,667 — 370,29(
Gross profit 9,55 379,04 50,75¢ — 439,35¢
Marketing expense — 64,11 17,12( — 81,23:



Selling, general and administrative expel 9,364 41,35] 10,54¢ — 61,267

Operating incom: 18¢ 273,57 23,09: — 296,85
Interest expense (income), | 33,72¢ 9,51¢ (94¢) — 42,29¢
Other expense (income), r 21,80: (2,792 45 — 19,05¢
Equity in income of consolidated
subsidiaries 161,88: — — (161,88 —
Franchise commission income (lo 63,42¢ (56,757 (6,669 — —

Income before income tax 169,96° 210,08t 17,32¢ (161,88) 235,50:
Provision for income taxe 26,27: 58,95: 6,58: — 91,80

Net income $ 143,69: $ 151,137 $ 10,74¢  $ (161,88) $ 143,69:
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF OPERATIONS
FOR THE FISCAL YEAR ENDED DECEMBER 29, 2001

(IN THOUSANDS)

Non-
Parent Guarantor Guar();ntor
Company Subsidiaries Subsidiaries Eliminations Consolidated
Revenues, ne $ 4,19¢ $ 522,25 $ 97,42: $ — $ 623,87(
Cost of revenue 821 231,40: 54,21 — 286,43
Gross profit 3,37: 290,85: 43,20¢ — 337,43¢
Marketing expense — 57,11; 12,59¢ — 69,71¢
Selling, general and administrative
expense: 17,78( 39,73¢ 15,51« — 73,02¢
Operating (loss) incom (14,407 194,00: 15,09t — 194,68
Interest expense (income), 1 40,71« 14,69: (869) — 54,53}
Other expense (income), r 14,98: 3,592 (5,287 — 13,28¢
Early extinguishment of del 4,65¢ — — — 4,65¢
Equity in income of consolidated
subsidiaries 109,28 — — (109,285 —
Franchise commission income (lo 47,82: (42,089 (5,739 — —
Income before income tax 82,34t 133,63: 15,51: (109,289 122,20!
(Benefit from) provision for income tax (64,847) 34,43 5,42¢ — (24,987
Net income $ 147,18 $ 99,20: $ 10,08: $ (109,285 $ 147,18
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF CASH FLOW
FOR THE FISCAL YEAR ENDED JANUARY 3, 2004

(IN THOUSANDS)

Non-
Parent Guarantor Guarantor
Company Subsidiaries Subsidiaries Eliminations Consolidated

Operating activities
Net income $ 14394. % 149,83t $ 11,17 $ (161,019 $ 143,94:
Adjustments to reconcile net income to cas
provided by operating activitie

Depreciation and amortizatic 947 4,03: 91¢ — 5,894
Amortization of deferred financing cos 1,24¢ — — — 1,24¢
Restricted stock compensation expe 53 — 53
Loss on settlement of hed 5,381 — 5,381
Deferred tax (benefit) provisic (2,587) 19,58: (95) — 16,90¢
Unrealized gain on derivative instrume (5,09%) — — — (5,099
Accounting for equity investme (5,000 — — — (5,000
Allowance for doubtful accoun 117 19t 24C — 552
Reserve for inventory obsolescence, o — 3,704 922 — 4,62
Foreign curreny exchange rate |i 9,58: (2,309 9 — 7,271
Early extinguishment of del 47,36¢ — — — 47,36¢
Tax benefit of stock options exercis 7,31¢ — — — 7,31¢
Other items, ne — (8) (55) — (63)
Changes in cash due
Receivable! (1,10%) 2,11z (14¢€) — 861
Inventories — 3,27( (2,127 — 1,14¢
Prepaid expenst¢ (468) (1,239 147 — (1,555
Intercompany receivables/payab (61,219 60,78: 43¢ — —
Accounts payabl (629) (2,639 2,69/ — (569
Accrued liabilities (7,327%) 5,012 (1,159 — (3,469
Deferred revenu (100 (302 36C — (42
Income taxe: 7,96¢ (1,26€) (387) — 6,31¢
Cash provided by operating activiti 140,39° 240,78( 12,93« (161,019 233,09¢
Investing activities
Capital expenditure (427) (3,636 (96€) — (5,029
Advances, repayments and interest in equi
investmen 5,00(C — — — 5,00(C
Cash paid for acquistior — (209,116 (1,359 — (210,470)
Other items, ne (814 (31¢) 11 — (1,127
Cash used for investing activiti 3,75¢ (213,07() (2,309 — (211,620
Financing activities
Net increase in sh-term borrowings 57€ 422 — — 99¢
Proceeds from borrowing 85,00( — — — 85,00(
Payment of dividend — (24,239 (13,339 37,57. —
Parent company investment in subsidia (144,944 — — 144,94! —
Payments on lor-term debt (49,50:) (8,945 — — (58,44
Proceeds from new term lo 227,32¢ — — — 227,32t
Repayment of hic-yield loan (244,919 — — — (244,919
Proceeds from settlement of hec 2,71( — — — 2,71(

Premium paid on extinguishment of debt ar
other cost: (42,98() — — — (42,980



Deferred financing cos (2,36¢€) — — — (2,36€)
Purchase of treasury sto (28,81%) — — — (28,81%)
Proceeds from stock options exerci: 2,00z — — — 2,00z
Cash used for financing activiti (195,91 (32,767) (13,339 182,52. (59,490
Effect of exchange rate changes on cash and
equivalents and othi 19,23: 877 5,32¢ (21,510 3,92
Net (decrease) increase in cash and
equivalents (32,529 (4,175 2,611 — (34,089
Cash and cash equivalents, beginning of fisce
year 34,69 14,80¢ 8,02¢ — 57,53(
Cash and cash equivalents, end of fiscal $ 2,17C % 10,63 $ 10,63¢ % — $ 23,44:
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF CASH FLOW
FOR THE FISCAL YEAR ENDED DECEMBER 28, 2002

(IN THOUSANDS)

Parent Guarantor Gu,;lroanr;tor
Company Subsidiaries Subsidiaries Eliminations Consolidated
Operating activities
Net income $ 143,69: $ 151,137 % 10,74:  $ (161,88) $ 143,69:
Adjustments to reconcile net income t
cash provided by operating activitit
Depreciation and amortizatic 75€ 3,25¢ 722 — 4,73¢
Amortization of deferred financing cos 1,31z — — — 1,31z
Deferred tax (benefit) provisic (4,017 8,49¢ 79 — 4,56¢
Unrealized gain on derivative
instruments 174 — — — (1749
Allowance for doubtful accoun 19 184 30 — 238
Reserve for inventory obsolescence,
other (280) 3,03 — — 2,75¢
Foreign currency exchange rate gain
(loss) 19,33: (2,10¢) — — 17,22«
Tax benefit of stock options exercis 6,331 — — — 6,331
Other items, ne 3 26 (179 — (15€)
Changes in cash due
Receivable! (765) (4,677 337 — (5,099
Inventories 28C (9,58¢) (3,139) — (12,449
Prepaid expense (1,190 (4,777 (3,169 — (9,13))
Intercompany receivables/payab 65,81 (67,867) 2,05( — —
Accounts payabl 19t (31) 1,43( — 1,59¢
Accrued liabilities (1,46%) 4,05¢ (628) — 1,96¢
Deferred revenu 10C 2,961 (935) — 2,12¢
Income taxe: (13,850) 21,29 (2,049 — 5,40:
Cash provided by operating activiti 216,09 105,41 5,30¢ (161,88) 164,93t




Investing activities
Capital expenditure
Cash paid for acquisitior
Other items, ne

Cash used for investing activiti

Financing activities
Net (decrease) increase in sl-term
borrowings
Parent company investment in
subsidiaries

Payment of dividend

Payments on lor-term debt
Redemption of redeemable preferred
stock

Net Parent advanct
Cost of public equity offerin
Proceeds from stock options exerci:

Cash used for financing activiti

Effect of exchange rate changes on cast
cash equivalents and otf

Net increase (decrease) in Ci

and cash equivalen

Cash and cash equivalents, beginning o
fiscal year

Cash and cash equivalents, end of fiscal
year

(515) (3,549) (828) — (4,889
— (68,149 — — (68,149
(591) (177) (59) — (827)
(1,106 (71,879 (884) — (73,869
(265) 51¢ — — 254
(140,140 — — 140,14( —
(1,249 (22,540) (7,326 29,86¢ (1,249
(29,18¢) (6,152) — — (35,339
(25,000 (25,000
— 12 697 (709) —
(850) (850)
1,69¢ — — — 1,69¢
(194,999 (28,16) (6,629 169,29 (60,489
8,46¢ 622 1,93: (7,416 3,607
28,46¢ 6,002 (276€) — 34,19:
6,23( 8,802 8,30¢ — 23,33¢
$ 34,69: $ 14,80¢ $ 8,02¢ $ — $ 57,53(
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE S
SUPPLEMENTAL CONSOLIDATING STATEMENT OF CASH FLOW
FOR THE FISCAL YEAR ENDED DECEMBER 29, 2001

(IN THOUSANDS)

Operating activities
Net income
Adjustments to reconcile net income t
cash provided by (used for) operating
activities:
Depreciation and amortizatic
Amortization of deferred financing cos
Deferred tax (benefit) provisic
Unrealized loss on derivative instrume
Accounting for equity investme
Allowance for doubtful accoun

Reserve for inventory obsolescen

Non-
Parent Guarantor Guarantor
Company Subsidiaries Subsidiaries Eliminations Consolidated
$ 147,18 $ 99,20: $ 10,08: $ (209,28Y) $ 147,18
2,311 10,34¢ 58¢€ — 13,24:
2,091 — — — 2,091
(77,669 6,59¢ — — (71,069
1,12t — — — 1,12¢
17,34« — — — 17,34«
6,12 207 — — 6,33(



other

Foreign currency exchange rate (gain

loss
Early extinguisment of del
Other items, ne
Changes in cash due
Receivable!
Inventories
Prepaid expenst¢

Intercompany receivables/payab

Accounts payabl
Accrued liabilities
Deferred revenu

Income taxe:

Cash provided by (used for) operating

activities

Investing activities

Capital expenditure
Advances and interest to equity
investmen

Cash paid for acquisitior
Other items, ne

Cash used for investing activiti

Financing activities

Net increase in sh-term borrowings

Proceeds from borrowing
Parent company investment in
subsidiaries

Payment of dividend

Payments on lor-term debt
Deferred financing cos

Net Parent advanct

Purchase of treasury sto

Cost of public equity offerin
Proceeds from sale of common st

Proceeds from stock options exerci:

Cash (used for) provided by financi

activities

Effect of exchange rate changes on cast

cash equivalents and otf

Net (decrease) increase in cash and
equivalents

Cash and cash equivalents, beginning o

fiscal year

Cash and cash equivalents, end of fiscal

year

— 2,71¢ — — 2,71¢
(6,501) 29 (24) — (6,49€6)
4,65¢ — — — 4,65¢
— 46 14 — 191
4,27¢ (3,539 (509) — 231
— (10,53)) (1,362 — (11,899
(307) (4,740 (564) — (5,608)
151,06 (146,45%) (4,607 — —
18C 5,17% (152) — 5,201
2,54¢ (64E) 1,24 — 3,14¢
— 6,29t 99t — 7,29(
(13,27 19,05: 90 — 5,87(
241,17: (16,249 5,921 (109,28Y) 121,56
(269) (2,729 (841) — (3,839
(17,349 — — — (17,349
— (97,87 — — (97,87

31C (1,276 (97) — (1,06%)
(17,309 (101,87) (93¢€) — (120,119
17¢ 575 — — 74¢€
35,04: — — — 35,04:
(240,936 — — 240,93 —
(1,500) (4,897 (3,739 8,62t (1,500
(3,466 (22,347 — — (25,819
(2,406) — — — (2,406)
— 142,44¢ 99t (143,44 —
(27,137 — — — (27,13))
(1,017) — — — (1,017
52¢ — — — 525
19¢ — — — 19¢
(240,51°) 115,78: (2,737) 106,11 (21,359
(3,820) (49) (55%) 3,16¢ (1,259
(20,469 (2,387) 1,69: — (21,169
26,69¢ 11,19 6,611 — 44,50:
6,23( 8,80 8,30¢ — 23,33¢




Report of Independent Auditors

To the Board of Directors and Shareholders
of Weight Watchers International, Inc.:

In our opinion, the consolidated finanattements listed in the index appearing under t&(a)(1) on page F-1 present fairly, in all
material respects, the financial position of Weidfatchers International, Inc. and its subsidiaaie3anuary 3, 2004 and December 28, 2002,
and the results of their operations and their élasts for each of the years ended January 3, 2DBdember 28, 2002 and December 29,
2001, in conformity with accounting principles geally accepted in the United States of Americaadidition, in our opinion, the financial
statement schedule listed in the index appeariniguhtem 15(a)(2) on page F-1 presents fairly limaterial respects, the information set
forth therein when read in conjunction with theatetl consolidated financial statements. These dinhstatements and financial statement
schedule are the responsibility of the Company'sagament; our responsibility is to express an opiwin these financial statements and
financial statement schedule based on our audiéscdviducted our audits of these statements in daooe with auditing standards generally
accepted in the United States of America, whichuirecthat we plan and perform the audit to obtasspnable assurance about whether the
financial statements are free of material misstatgmAn audit includes examining, on a test basiglence supporting the amounts and
disclosures in the financial statements, assessgccounting principles used and significaninesties made by management, and evaluating
the overall financial statement presentation. Westee that our audits provide a reasonable basistdo opinion.

As discussed in Note 2 to the consolidéiteahcial statements, on December 30, 2001, Wélgtichers International, Inc. adopted
Statement of Financial Accounting Standards No, 1@®odwill and Other Intangible Assets."

PricewaterhouseCoopers, LLP
New York, New York

February 16, 2004
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SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS AND R ESERVES

(IN THOUSANDS)

Balance at Charged to Balance at
Beginning Costs and End
of Period Expenses Deductions(1) of Period
FISCAL YEAR ENDED JANAURY 3, 200:
Allowance for doubtful accounts $ 707 $ 557 $ (23¢) $ 1,02¢
Inventory reserves, other $ 2,82¢ $ 543¢ $ (5,60) $ 2,66¢€
FISCAL YEAR ENDED DECEMBER 28, 200
Allowance for doubtful accounts $ 72¢ $ 22 % (242) $ 707
Inventory reserves, other $ 2,70¢ % 2,88 % (2,769 $ 2,82¢
FISCAL YEAR ENDED DECEMBER 29, 200
Allowance for doubtful accounts $ 797 $ 6,33 $ (6,401 $ 72€
Inventory reserves, other $ 253 $ 2,718 $ (2,54)) $ 2,70¢
Tax valuation allowance $ 72,10C $ — $ (72,100 $ —

Q) Primarily represents the utilization of establisheskerves, net of recoveries.
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Exhibit



Number Description

**2.1 — Recapitalization and Stock Purchase Agreementddhtly 22, 1999, among Weight Watchers Internatidna., H.J.
Heinz Company and Artal International S.A. is immanated herein by reference to Exhibit 2 filed wilie Registrant's
Registration Statement on Forr-4 (File No. 33-92005) as filed on December 2, 19

**2.2 — Asset Purchase Agreement, dated as of March 3B, 29Gand among the WW Group, Inc., The WW GrougtEd._.C..
The WW Group West L.L.C., Cuida Kilos, S.A. de G.Weight Watchers North America, Inc. and Weighttetiars
International, Inc. is incorporated herein by refere to Exhibit 2.1 filed with the Registrant's @mt Report on Form 8-
K dated April 1, 2003

**3.1 — Amended and Restated Articles of Incorporation @&igkit Watchers International, Inc. is incorporatedein by
reference to Exhibit 3.1 filed with the Registraminnual Report on Form 10-K for the fiscal yead@t December 29,
2001.

**3.2 — Amended and Restated By-laws of Weight Watcheerattional, Inc. is incorporated herein by refeeetocExhibit 3.2

filed with the Registrant's Annual Report on For@-K for the fiscal year ended December 29, 2(

**3.3 — Articles of Amendment to the Articles of Incorpacat, as Amended and Restated, of Weight Watchéesrational,
Inc., to Create a New Series of Preferred Stockdbesed as Series B Junior Participating PrefeBtedk, adopted as of
November 14, 2001 is incorporated herein by refegdn Exhibit 3.3 filed with the Registrant's AnhRa&port on
Form 1(-K for the fiscal year ended December 29, 2(

**4.1 — Senior Subordinated Dollar Notes Indenture, datedf&eptember 29, 1999, between Weight Watchéssnational,
Inc. and Norwest Bank Minnesota, National Assooiats incorporated herein by reference to Exhitfitfded with the
Registrant's Registration Statement on Fo-4 (File No. 33-92005) as filed on December 2, 19

**4,2 — Supplemental Indenture, dated as of August 7, 2@0B\e Senior Subordinated Dollar Notes Indentda¢ed as of
September 29, 1999, between Weight Watchers Irtterrad, Inc. and Wells Fargo Bank Minnesota, Naion
Association (formerly known as Norwest Bank MinrtasdNational Association) is incorporated hereirréfgrence to
Exhibit 4.1 filed with the Registrant's Quarterlgpodrt on Form 1-Q for the quarterly period ended September 27, Z

*4.3 — Guarantee Agreement, dated as of March 3, 2008ndiy 58 WW Food Corp., Waist Watchers, Inc., WelWlatchers
Camps and Spas, Inc., Weight Watchers Direct, WéW Twentyfirst Corporation, W.W. Weight Reduct®8ervices,
Inc., W.W.I. European Services, Ltd., W.W. Invegt&ervice Corp., Weight Watchers North America, |i¢eight
Watchers U.K. Holdings Ltd., Weight Watchers Intgronal Holdings, Ltd., Weight Watchers U.K. Lintdté/Neight
Watchers (Accessories & Publications) Ltd., Weidhatchers (Food Products) Limited, Weight WatcheesvN ealand
Limited, Weight Watchers International Pty Limitdebrtuity Pty Ltd. and Gutbusters Ltd. is incorgerhherein by
reference to Exhibit 4.2 with Amendment No. 1 te BRegistrant's Registration Statement on Form Sid Ko. 333-
92005) as filed on March 2, 20C

*4.4 — Senior Subordinated Euro Notes Indenture, dated Ssptember 29, 1999, between Weight Watchersnatienal Inc.
and Norwest Bank Minnesota, National Associatiom@®rporated herein by reference to Exhibit 4.thvhe
Registrant's Registration Statement on Fo-4 (File No. 33-92005) as filed on December 2, 19

*45 — Supplemental Indenture, dated as of August 7, 2@0Be Senior Subordinated Euro Notes Indentuatedlas of
September 29, 1999, between Weight Watchers Irtterrad, Inc. and Wells Fargo Bank Minnesota, Nation
Association (formerly known as Norwest Bank Minrtas®National Association) is incorporated hereirréfgrence to
Exhibit 4.2 filed with the Registrant's Quarterlgport on Form 1-Q for the quarterly period ended September 27, 2

**4.6 — Guarantee Agreement, dated as of March 3, 200éndiy 58 WW Food Corp., Waist Watchers, Inc., Weifatchers
Camps and Spas, Inc., Weight Watchers Direct, WéW Twentyfirst Corporation, W.W. Weight Reduct®8ervices,
Inc., W.W.I. European Services, Ltd., W.W. Invegt&ervice Corp., Weight Watchers North America, |i¢eight
Watchers U.K. Holdings Ltd., Weight Watchers Intgraonal Holdings, Ltd., Weight Watchers U.K. Lintdté/NVeight
Watchers (Accessories & Publications) Ltd., Weldkatchers (Food Products) Limited, Weight WatcheesvN ealand
Limited, Weight Watchers International Pty Limitdeqrtuity Pty Ltd. and Gutbusters Ltd. is incorgechherein by
reference to Exhibit 4.4 with Amendment No. 1 te Begistrant's Registration Statement on Form Sid Ko. 333-
92005) as filed on March 2, 20C

**4.7 — Rights Agreement, dated as of November 15, 200&d®t Weight Watchers International Inc. and Equisdrrust
Company, N.A. is incorporated herein by referemcExhibit 4.5 to the Registrant's Registration &tant on Form S-3
(File No. 33:-89444) as filed on May 31, 20C

**4.8 — First Amendment dated as of November 4, 2003,e®Rights Agreement, dated as of November 15, 2§Gind
between Weight Watchers International, Inc. andi&eve Trust Company, N.A. is incorporated hergimdference to



**4.9

*10.1

**10.4

**10.7

**10.8

Exhibit 4.3 filed with the Registrant's Quarterlgpodrt on Form 1-Q for the quarterly period ended September 27, 2

Specimen of stock certificate representing WeiglataNers International Inc.'s common stock, no pduesis
incorporated herein by reference to Exhibit 4.ehwlimendment No. 2 to the Registrant's Registrafitaiement on
Form &1 (File No. 33-69362) as filed on November 9, 20!

Fifth Amended and Restated Credit Agreement, daseaf January 21, 2004, among Weight Watchersnatemal, Inc.
Credit Suisse First Boston, The Bank of Nova Scatid various financial institution

License Agreement, dated as of September 29, 1@®@een WW Foods, LLC and Weight Watchers Inteomat, Inc.
is incorporated herein by reference to Exhibit Ifdetl with the Registrant's Registration Statemamform S-4 (File
No. 333-92005) as filed on December 2, 19

LLC Agreement, dated as of September 29, 1999, dmiviH.J. Heinz Company and Weight Watchers Intenmalt Inc.
is incorporated herein by reference to Exhibit Hfded with the Registrant's Registration Statemamtorm S-4 (File
No. 333-92005) as filed on December 2, 19

Operating Agreement, dated as of September 29, 1#9%&een Weight Watchers International, Inc. antl Heinz
Company is incorporated herein by reference to lixhD.8 filed with the Registrant's Registratiaat8ment on
Form &4 (File No. 33-92005) as filed on December 2, 19

**10.9

**10.10

**10.11

**10.12

**10.13

**10.14

**10.15

**10.16

**10.17

**10.18

**10.19

**10.20

Stockholders' Agreement, dated as of September@®, among Weight Watchers International, InctalAr
Luxembourg S.A., Merchant Capital, Inc., Logo Inmamated Pty. Ltd., Longisland International Limité&thvoy Partner
and Scotiabanc, Inc. is incorporated herein byregifee to Exhibit No. 10.9 filed with Amendment Noto the
Registrant's Registration Statement on Fo-1 (File No. 33-69362) as filed on October 29, 20!

Registration Rights Agreement, dated Septembet 239, among WeightWatchers.com, Weight Watcheesmational,
Inc., H.J. Heinz Company and Artal Luxembourg SsAincorporated herein by reference to Exhibit 0Ciled with the
Registrant's Registration Statement on Fo-4 (File No. 33-92005) as filed on December 2, 19

Stockholders' Agreement, dated September 29, E986ng WeightWatchers.com, Weight Watchers Inteonati Inc.,
Artal Luxembourg S.A., H.J. Heinz Company is inamated herein by reference to Exhibit 10.11 fildathwhe
Registrant's Registration Statement on Fo-4 (File No. 33-92005) as filed on December 2, 19

Letter Agreement, dated as of September 29, 199%den Weight Watchers International, Inc. and [fives Group,
LLC is incorporated herein by reference to Exhilfit12 filed with the Registrant's Registration &ta¢nt on Form S-4
(File No. 33:-92005) as filed on March 2, 20C

Amendment to Letter Agreement, dated as of Oct@BeR001, between Weight Watchers International, &amd The
Invus Group, LLC is incorporated herein by refeeeta Exhibit 10.13 filed with the Registrant's Amh&Report on
Form 1(-K for the fiscal year ended December 29, 2(

Amendment to Letter Agreement, dated as Januarg2@BB between Weight Watchers International, Ind. @he Invus
Group, LLC is incorporated herein by reference xbigit 10.14 filed with the Registrant's Annual Repon Form 10-K
for the fiscal year ended December 28, 2(

Agreement of Lease, dated as of August 1, 199%dmat Industrial & Research Associates Co. and Wélgtchers
International, Inc. is incorporated herein by refere to Exhibit 10.13 filed with the Registrant&gigtration Statement
on Form &4 (File No. 33-92005) as filed on March 2, 20C

Lease Agreement, dated as of April 1, 1997, betwlesito Investments and Weight Watchers North Arnaetitc. is
incorporated herein by reference to Exhibit 10ifletifwith the Registrant's Registration StatemenEForm S-4 (File
No. 333-92005) as filed on December 2, 19

Lease Agreement, dated as of August 31, 1995, leet®®8 State Line Limited Partnership and Weightdhats North
America, Inc. is incorporated herein by referer@&xhibit 10.15 filed with the Registrant's Regasion Statement on
Form &4 (File No. 33-92005) as filed on December 2, 19

Weight Watchers Savings Plan, dated as of Octob#®9®0, as amended, is incorporated herein byeaéerto
Exhibit 10.17 filed with the Registrant's Annualg®et on Form 1-K for the fiscal year ended December 29, 2(

Weight Watchers Executive Profit Sharing Plan, das of October 4, 1999 is incorporated hereineligrence to
Exhibit 10.18 filed with the Registrant's Annualg®et on Form 1-K for the fiscal year ended April 29, 20(

1999 Stock Purchase and Option Plan of Weight Waaitchnternational, Inc. and Subsidiaries is incoaped herein by
reference to Exhibit 10.19 filed with the Registta\nnual Report on Form 10-K for the fiscal yeaded April29,



2000.

**10.21

**10.22

**10.23

**10.24

**10.25

**10.26

**10.27

**10.28

**10.29

**10.30

**10.31

**10.32

WeightWatchers.com Stock Incentive Plan of WeiglattMers International, Inc. and Subsidiaries isiiporated herein
by reference to Exhibit 10.20 filed with the Rerasit's Annual Report on Form 10-K for the fiscahyended April 29,
2000.

Warrant Agreement, dated as of November 24, 198yden WeightWatchers.com, Inc. and Weight Watchers
International, Inc. is incorporated herein by refere to Exhibit 10.20 filed with Amendment No. lthe Registrant's
Registration Statement on Forr-1 (File No. 33-69362) as filed on October 29, 20!

Warrant Certificate of WeightWatchers.com No. ltedaas of November 24, 1999 is incorporated hdygireference to
Exhibit 10.21 filed with Amendment No. 1 to the Raant's Registration Statement on Form S-1 (Nde 333-69362)
as filed on October 29, 200

Warrant Agreement, dated as of October 1, 2000vd®at WeightWatchers.com, Inc. and Weight Watchateshational
Inc. is incorporated herein by reference to ExHiiR2 filed with the Registrant's Quarterly RepmrtForm 10-Q for the
quarterly period ended October 28, 2C

Warrant Certificate of WeightWatchers.com, Inc. Bpdated as of October 1, 2000 is incorporatedihdxy reference
to Exhibit 10.2 filed with the Registrant's QualyeReport on Form 10-Q for the quarterly period ethé@Dctober 28,
2000.

Warrant Agreement, dated as of May 3, 2001, betWieightWatchers.com, Inc. and Weight Watchers irggonal,
Inc. is incorporated herein by reference to ExHiBiR2 filed with the Registrant's Quarterly RepmrtForm 10-Q for the
quarterly period ended June 30, 20

Warrant Certificate of WeightWatchers.com, Inc.,. Rpdated as of May 3, 2001 is incorporated hdsgireference to
Exhibit 10.3 filed with the Registrant's QuarteRgport on Form 1-Q for the quarterly period ended June 30, 2!

Warrant Agreement, dated as of September 10, 266delen WeightWatchers.com, Inc. and Weight Watchers
International, Inc. is incorporated herein by refare to Exhibit 10.29 filed with Amendment No. ltlie Registrant's
Registration Statement on Forr-1 (File No. 33-69362) as filed on October 29, 2C

Warrant Certificate WeightWatchers.com, Inc. Noddted as of September 10, 2001 is incorporatezlrhby reference
to Exhibit 10.30 filed with Amendment No. 1 to tRegistrant's Registration Statement of Form S-l& (Rd. 333-
69362) as filed on October 29, 20!

Second Amended and Restated Note, dated as of @ctpB000, by WeightWatchers.com, Inc. to Weiglatdtiers
International, Inc. is incorporated herein by refare to Exhibit 10.24 filed with Amendment No. ltlie Registrant's
Registration Statement on Forr-1 (File No. 33-69362) as filed on October 29, 20!

Second Amended and Restated Collateral AssignnmehBacurity Agreement, dated as of September 10, 2§
WeightWatchers.com, Inc. in favor of Weight Watehbtternational, Inc. is incorporated herein byerehce to
Exhibit No. 10.31 filed with Amendment No. 1 to tRegistrant's Registration Statement on Form Silé (0. 333-
69362) as filed on October 29, 20!

Termination Agreement, dated as of November 5, 206tlveen Weight Watchers International, Inc. antzhIA
Luxembourg S.A. is incorporated herein by refereiacExhibit No. 10.32 filed with Amendment No. 2ttee
Registrant's Registration Statement on Fo-1 (File No. 33-69362) as filed on November 9, 20!

**10.33

**10.34

**10.35

**10.36

Amended and Restated Co-Pack Agreement, datedSeptémber 13, 2001, between Weight Watchers latieral,
Inc. and Nellson Nutraceutical, Inc. is incorpodcakerein by reference to Exhibit No. 10.33 filedwhmendment No. 1
to the Registrant's Registration Statement on F&-1 (File No. 33-69362) as filed on October 29, 20t

Amended and Restated Intellectual Property Licé&xtggeement, dated as of September 10, 2001, bet\ksdght
Watchers International, Inc. and WeightWatchers.doim is incorporated herein by reference to Eititm. 10.34 filed
with Amendment No. 2 to the Registrant's Registrattatement on Form S-1 (File No. 333-69362)lad fin
November 9, 2001

Service Agreement, dated as of September 10, 2@dkeen Weight Watchers International, Inc. and
WeightWatchers.com, Inc. is incorporated hereimdfgrence to Exhibit No. 10.35 filed with Amendméld. 2 to the
Registrant's Registration Statement on Fo-1 (File No. 33-69362) as filed on November 9, 20!

Corporate Agreement, dated as of September 10, Deddeen Weight Watchers International, Inc. and



WeightWatchers.com, Inc. and Artal Luxembourg SsAncorporated herein by reference to Exhibit M®.36 filed witt
Amendment No. 2 to the Registrant's Registrati@ae®tent on Form S-1 (File No. 333-69362) as filedNevember 9,
2001.

**10.37 — Registration Rights Agreement dated as of Septe2®et999, among Weight Watchers International,, lIHc]. Heinz
Company and Artal Luxembourg S.A. is incorporatecein by reference to Exhibit No. 10.38 filed witmendment
No. 1 to the Registrant's Registration Statemerftam $-1 (File No. 33-69362) as filed on October 29, 20!

*10.38 — Form of Continuity Agreement, dated as of Octolisr2D03, between Weight Watchers International, &mcl certain
key executives (Chief Executive Officer, Chief Final Officer and General Counse
*10.3¢ — Form of Continuity Agreement, dated as of Octoli®r2D03, between Weight Watchers International, &mcl certain
key executives (certain other key executiv
**21. — Subsidiaries of Weight Watchers International, isdncorporated herein by reference to Exhibifilgd with
g\(grg)efdment No. 1 to the Registrant's Registratiae®tent on Form S-1 (File No. 333-69362) as filedDatober 29,
*23.1 — Consent of Independent Audito
*31.1 — Rule 13i-14(a) Certification by Linda Huett, President artde® Executive Officer
*31.2 — Rule 13i-14(a) Certification by Ann M. Sardini, Vice Presidend Chief Financial Office
*»*32.1 — Certification pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarl-Oxley Act of 2002
**32.2 — Certification pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarl-Oxley Act of 2002
* Filed herewith.
o Previously filed.

kk Pursuant to Commission Release No. 33-8212, thigication will be treated as "accompanying" thisrm 10-K and not "filed" as
part of such report for purposes of Section 1heffExchange Act, or otherwise subject to the lighif Section 18 of the Exchange
Act and this certification will not be deemed toibeorporated by reference into any filing, undex Securities Act of 1933, as
amended, or the Exchange Act, except to the exttanthe registrant specifically incorporates itrbference.
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be signed on his behalf by the undersigned, théosduly authorized.
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIE INDEX TO FINANCIAL STATEMENTS AND FINANCIAL
STATEMENT SCHEDULE COVERED BY REPORT OF INDEPENDEMIUDITORS ITEMS 15(a) 1&2

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES CONSOLIDATED BALANCE SHEETS AT (IN THOUSANDS)
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FIFTH AMENDED AND RESTATED CREDIT AGREEMENT

THIS FIFTH AMENDED AND RESTATED CREDIT AGREEMENT ,ated as of January 21, 2004 (amending and restiing
Fourth Amended and Restated Credit Agreement, deted August 20, 2003), is among WEIGHT WATCHERS ERNATIONAL, INC., &
Virginia corporation (the “ Borroweh, the various financial institutions as are orynecome parties hereto (collectively, the “ Lesdgr
CREDIT SUISSE FIRST BOSTON, acting through its Caynislands Branch (* CSFB, as the syndication agent and as a lead arrgjiger
such capacities, the “ Syndication Agérind a “ Lead Arranget, respectively), and THE BANK OF NOVA SCOTIA (* §ta Capital’), as
(x) the administrative agent for the Lenders, afjda(lead arranger for the Lenders (in such caijgacithe “ Administrative Ageritand a “
Lead Arrangef, respectively) and as Issuer (as defined below).

WITNESSETH

WHEREAS, pursuant to the Fourth Amended and Rebtatedit Agreement, dated as of August 20, 2002uwasnded or otherwise
modified prior to the date hereof, the * Existinge@it Agreement), among the Borrower, WW Funding Corp., a Delasveorporation (‘SP1
"), certain financial institutions and other Persdrom time to time party thereto (the “ Existingriders’) and the Agents, the Existing
Lenders made or continued the following extensminsredit to the Borrower which currently remairtstanding on the Effective Date in the
amounts set forth below:

@) the term A loans existing on the date thereof {tB&isting Term A Loans) continued to remain outstanding as
Term A Loans thereunder and are outstanding oEffeetive Date in an aggregate principal amour$24,339,628.87;

(b) the additional term B facility was made consistiidi) a tranche of additional term B loans (thExisting Term E
Loans”) of which an aggregate principal amount of $388,879.32 is outstanding on the Effective Date @hadditional TLCs
(the “ Existing TLCS") of which an aggregate principal amount of $48,920.68 is outstanding on the Effective Date; and

(c) the continuation of the revolving loans (the “ Bxig Revolving Loans) and the swing line loans (the “ Existing
Swing Line Loans; together with the Existing Term A Loans, the §ikig Term B Loans, the Existing Revolving Loand #me
Existing TLCs, the “ Existing Loan$ to the Borrower and SP1;

WHEREAS, in connection with the Current Refinanc{dgfined below) and the ongoing working capitad general corporate nee
of the Borrower, the Borrower desires to, amongpthings, refinance the Existing Loans (the “ @atrRefinancing) with Loans under this
Agreement and maintain and obtain the Commitmentsake Credit Extensions set forth herein;

WHEREAS, the Borrower has requested that the Exjdiiredit Agreement be amended and restated émiirety to become
effective and binding on the Borrower pursuanti® terms of this Agreement and the Lenders (inolyithe Existing Lenders) have agree:
amend and restate the Existing Credit Agreemeits ientirety to read as set forth in this Agreemantl it




has been agreed by the parties to the ExistingilChgdeement that the letters of credit issued antstanding under the Existing Credit
Agreement (the “ Existing Letters of Crebjitshall be governed by and deemed to be outstgnatiler the amended and restated terms and
conditions contained in this Agreement, with thieim that the terms of this Agreement shall sugkrdlke terms of the Existing Credit
Agreement (each of which shall hereafter have mitnvén effect upon the parties thereto, other ttmreterenced herein and other than for
accrued fees and expenses, and indemnificatiorigioog, accrued and owing under the terms of thetiag Credit Agreement on or prior to
the date hereof or arising (in the case of an imdication) under the terms of the Existing Crefigreement, in each case to the extent
provided for in the Existing Credit Agreement); yided, that any Rate Protection Agreements with anyarmaore Existing Lenders (or
their respective Affiliates) shall continue unameddnd in full force and effect;

WHEREAS, the Borrower desires to obtain or contithefollowing financing facilities from the Lendeas set forth below:

(&) arevolving loan commitment (to include availidy for revolving loans, swing line loans andters of credit) pursuant
to which Borrowings of revolving loans are and witintinue to be made to the Borrower from timdritetas set forth herein;

(b) aletter of credit commitment pursuant to vhilee Issuer will continue to issue letters of dréar the account of the
Borrower or any of its Subsidiaries (as definedbglfrom time to time; and

(c) aterm loan commitment pursuant to which Bafngs of term loans are made to the Borrower orgffiective Date;

WHEREAS, all Obligations shall continue to be ahdlsbe guaranteed pursuant to the Subsidiary Gtyaexecuted and delivered
by each Subsidiary party thereto required to dorster the Existing Credit Agreement and securedyaunt to the Security Agreements
executed and delivered by the Borrower and theiegdgle Subsidiaries pursuant to the Existing CrAditement; and

WHEREAS, the Lenders and the Issuer are willingthanterms and subject to the conditions hereinaéeforth, to so amend and
restate the Existing Credit Agreement and to mairdaextend such Commitments and make such LaatietBorrower and issue or
maintain (or participate in) Letters of Credit fbe account of the Borrower;

NOW, THEREFORE, the parties hereto hereby agreenend and restate the Existing Credit Agreementtlaa Existing Credit
Agreement is amended and restated in its entiegetiforth herein.




ARTICLE |
DEFINITIONS AND ACCOUNTING TERMS

SECTION 1.1 ._Defined TermsThe following terms (whether or not underscongtien used in this Agreement, including its
preamble and recitals, shall, except where theesiotherwise requires, have the following meani@yeh meanings to be equally applice
to the singular and plural forms thereof):

“ Acquisition " means the acquisition by the Borrower or ong®fSubsidiaries of certain of the business andas$dhe WW
Group Inc., a Pennsylvania corporation, The WW @réiest L.L.C., a Delaware limited liability compaagd The WW Group East L.L.C.
Michigan limited liability company (collectivelyhe “ Sellers’), which will include Weight Watchers franchisembers 11, 23, 39, 40, 60,
64, 73, 77 and 302 and was consummated on Ap2i0Q3.

“ Administrative Agent’ is defined in the preambkend includes each other Person as shall have sudrg®gbeen appointed as the
successor Administrative Agent pursuant to Sectiod .

“ Affiliate " of any Person means any other Person which, ttlirecindirectly, controls, is controlled by orisider common control
with such Person (excluding any trustee underngrcammittee with responsibility for administeriraqy Plan). A Person shall be deemed to
be “controlled by” any other Person if such otherd®n possesses, directly or indirectly, power

(@) to vote 15% or more of the securities (on a fullytéd basis) having ordinary voting power for #lection of
directors or managing general partners; or

(b) to direct or cause the direction of the managerardtpolicies of such Person whether by contractleerwise.
“ Agents” means, collectively, the Administrative Agent ahé Syndication Agent.

“ Agreement’ means, on any date, this Credit Agreement, andettand restated hereby and as further amendguleswented,
amended and restated, or otherwise modified fram to time and in effect on such date.

“ Alternate Base Ratémeans, on any date and with respect to all Bage Roans, a fluctuating rate of interest per aneqgoml to
the higher of

€)) the rate of interest most recently establishechbyAdministrative Agent at its Domestic Office tshase rate for
U.S. Dollar loans in the United States; and

(b) the Federal Funds Rate most recently determingtdoyadministrative Agent plus 1/2 of 1%.

The Alternate Base Rate is not necessarily intenold@ the lowest rate of interest determined leyAtministrative Agent in connection with
extensions of credit. Changes in the rate of @sieon that portion of any Loans maintained as BRege Loans will take effect
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simultaneously with each change in the AlternateeBRate. The Administrative Agent will give notim®mptly to the Borrower and the
Lenders of changes in the Alternate Base Rate.

“ Applicable Margin” means at all times,

(@) with respect to the unpaid principal amount of T&rhoans maintained as a
0] Base Rate Loan, 0.75% per annum; and
(i) LIBO Rate Loan, 1.75% per annum;
(b) from the Effective Date until the last day of tlirstftwo Fiscal Quarters following the Effective tBqthe “ Reset
Date”), with respect to the unpaid principal amouneath Revolving Loan and Swing Line Loans maintamed
0] Base Rate Loan, 0.75% per annum; and
(i) LIBO Rate Loan, 1.75% per annum;
(c) at any time after the Reset Date, if the Borrowse€sior secured debt rating is greater than orleéqugBB- by

S&P or Baa3 by Moody, with respect to the unpaid principal amountasfreRevolving Loan and Swing Line Loans maintaiasd

0] Base Rate Loan, 0.50% per annum; and
(i) LIBO Rate Loan, 1.50% per annum; and
(d) at any time after the Reset Date, if the Borrowsesior secured debt rating is not greater thatoal to BBB-by

S&P or Baa3 by Moody’s (or not rated at all), wigspect to the unpaid principal amount of each RéwypLoan and Swing Line
Loans maintained as a

0] Base Rate Loan, 0.75% per annum; and

(i) LIBO Rate Loan, 1.75% per annum.
The Applicable Margin for Designated New Term Loahall be determined pursuant to Section 2.1.6
“ARTAL " means ARTAL Luxembourg S.A., a corporation orgaea under the laws of Luxembourg.

“ ARTAL Pledge Agreemenitmeans the Pledge Agreement, dated Septembe©929, by ARTAL, in favor of the Administrative
Agent as amended, amended and restated, supplehoerdtherwise modified from time to time pursunthe terms thereof.

“ Assignee Lendetis defined in_Section 11.11.1




“ Australian Guaranty means the Guaranty, dated September 29, 199@/WWyAustralia, FPL and GB in favor of the
Administrative Agent, as amended, amended andtegstsupplemented or otherwise modified from timérhe in accordance with its terms.

“ Australian Pledge Agreemehineans the Australian Share Mortgage Agreemen¢ddSeptember 29, 1999, by WW Australia and
FPL in favor of the Administrative Agent, togethveith each Supplement thereto delivered pursuaglatese (bpf Section 7.1.7 as
amended, amended and restated, supplemented ownistaenodified from time to time pursuant to thenis thereof.

“ Australian Security Agreemefitmeans the Security Agreement, dated Septembei999, by WW Australia, FPL and GB in fav
of the Administrative Agent, together with each Blement thereto delivered pursuant to clausef{&ection 7.1.7 as amended, amended
and restated, supplemented or otherwise modifia fime to time pursuant to the terms thereof.

“ Australian Subsidiary means any Subsidiary that is organized undetai¥vs of Australia or any territory thereof.

“ Authorized Officer” means, relative to any Obligor, those of its affis whose signatures and incumbency shall havedeéfied
to the Administrative Agent and the Lenders in ingtfrom time to time.

“ Average Life” means, as of the date of determination, with eesjpo any Indebtedness, the quotient obtained\igting:

(x) the sum of the products of numbers of years froendéite of determination to the dates of each sanaes
scheduled principal payment of or redemption otilsinpayment with respect to such Indebtednessiptieli by the amount of such
payment
by

) the sum of all such payments.

“ Base Amount' is defined in_Section 7.2.7
“ Base Rate Loafimeans a Loan bearing interest at a fluctuating determined by reference to the Alternate Bage.Ra
“ Borrower” is defined in the preamble

“ Borrowing " means the Loans of the same type and, in theafas®8O Rate Loans, having the same Interest Blemiade by the
relevant Lenders on the same Business Day andgnirsuthe same Borrowing Request in accordande Séttion 2.1

“ Borrowing Request means a loan request and certificate duly exechyean Authorized Officer of the Borrower, subsialfy in
the form of Exhibit B1 hereto.




“ Business Day means

€)) any day which is neither a Saturday or Sunday fegal holiday on which banks are authorized ouiegl to be
closed in New York City; and

(b) relative to the making, continuing, prepaying graging of any LIBO Rate Loans, any day on whichlidga in
U.S. Dollars are carried on in the London interbardcket.

“ Capital Expenditure% means for any period, the sum, without duplicatiof

(@ the aggregate amount of all expenditures of thed®aer and its Subsidiaries for fixed or capitaleissnade
during such period which, in accordance with GAMBuId be classified as capital expenditures; and

(b) the aggregate amount of all Capitalized Lease Lliiegsi incurred during such period.

“ Capital Securitie§ means, (i) any and all shares, interests, paditns or other equivalents of or interests inx@eer designated)
corporate stock, including shares of preferredrefgsence stock, (ii) all partnership interestséthier general or limited) in any Person which
is a partnership, (iii) all membership interestdimited liability company interests in any limitdidbility company, and (iv) all equity or
ownership interests in any Person of any other.type

“ Capitalized Lease Liabilitiesmeans, without duplication, all monetary obligais of the Borrower or any of its Subsidiaries unde
any leasing or similar arrangement which, in acanog with GAAP, would be classified as capitalilesbes, and, for purposes of this
Agreement and each other Loan Document, the anafusich obligations shall be the capitalized amdahbeteof, determined in accordance
with GAAP, and the stated maturity thereof shalthe date of the last payment of rent or any o#imeount due under such lease prior to the
first date upon which such lease may be terminlyetthe lessee without payment of a penalty.

“ Cash Equivalent Investmehmeans, at any time:

(@) any evidence of Indebtedness, maturing not mone ¢in@ year after such time, issued or guaranteedebynited
States Government;

(b) commercial paper, maturing not more than nine nofrthm the date of issue, which is issued by

0] a corporation (other than an Affiliate of any Obliyorganized under the laws of any state of thitddn
States or of the District of Columbia and ratetkast A-I by S&P or P-I by Moody'’s, or

(i) any Lender which is an Eligible Institution (or iislding company);
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(c) any certificate of deposit or bankers acceptan@dyurmg not more than one year after such timechis issued
by either

0] a commercial banking institution that is a memkfghe Federal Reserve System and has a combined
capital and surplus and undivided profits of ngsléhan $500,000,000, or

(i) any Lender;

(d) short-term tax-exempt securities rated not lowanthlIG-1/1+ by either Moody’s or S&P with provis®ifor
liquidity or maturity accommodations of 183 daydess;

(e) any money market or similar fund the assets of twhie@ comprised exclusively of any of the itemsc#ja in
clauses (ajhrough (d)above and as to which withdrawals are permittddemt every 90 days; or

® in the case of any Subsidiary of the Borrower orgechin a jurisdiction outside the United Staté3:direct
obligations of the sovereign nation (or any ageheyeof) in which such Subsidiary is organized sntbnducting business or in
obligations fully and unconditionally guaranteedsuch sovereign nation (or any agency thereoj)iniestments of the type and
maturity described in clauses (ajough (eyabove of foreign obligors, which investments originls (or the parents of such obligors)
have ratings described in such clauses or equivedéings from comparable foreign ratings agenoie@ii) investments of the type
and maturity described in clausestfapugh (eyabove of foreign obligors (or the parents of sulligors), which investments or
obligors (or the parents of such obligors) arerat#d as provided above but which are, in the regsle judgment of the Borrower,
comparable in investment quality to such investmeanid obligors (or the parents of such obligor)videdthat the aggregate face
amount outstanding at any time of such investmehadl foreign Subsidiaries of the Borrower madesuant to this clause (iifjoes
not exceed $25,000,000.

“ CERCLA " means the Comprehensive Environmental Resporm®p€nsation and Liability Act of 1980, as amended.
“ CERCLIS" means the Comprehensive Environmental Responsgp€esation Liability Information System List.

“ Change in Contral means

@ any “person” or “group” (as such terms are useBufe 13d-5 under the Securities Exchange Act 04183
amended (the “ Exchange A9t and Sections 13(d) and 14(d) of the Exchangg) éicpersons (other than the Permitted ARTAL
Investor Group) becomes, directly or indirectlyaisingle transaction or in a related series ofstaations by way of merger,
consolidation, or other business combination oentlise, the “beneficial owner” (as such term isdugeRule 13d3 of the Exchang
Act) of more than 20% of the total voting powethie aggregate of all classes of Capital Securties
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the Borrower then outstanding entitled to vote galhein elections of directors of the Borrower;

(b) at all times, as applicable, individuals who on Effective Date constituted the Board of Directofshe Borrowel
(together with any new directors whose electioauoh Board or whose nomination for election bydtoekholders of the Borrower
was approved by a member of the Permitted ARTAlestor Group or a vote of 66.67% of the directoentstill in office who were
either directors at the beginning of such periot/bose election or nomination for election was presly so approved) cease for i
reason to constitute a majority of the Board ofbiors of the Borrower then in office;

(c) at all times, as applicable, the failure of the®uarer to own, free and clear of all Liens (othearthin favor of the
Administrative Agent pursuant to a Loan Documealf)of the outstanding shares of Capital Securibfesach of (x) UKHCL1,
UKHC2 and WW Australia (other than shares of Cdj8tcurities issued pursuant to a Local Managemkamt), and (y) SP1, in ez
case on a fully diluted basis; or

(d) any other event constituting a Change of Contreldg@fined in the Senior Subordinated Note Indeture

“ Code” means the Internal Revenue Code of 1986, as agiend

“ Commitment” means, as the context may require, a Lender'®Lef Credit Commitment, Revolving Loan Commitmesiving
Line Loan Commitment or Term B Loan Commitment.

“ Commitment Amount means, as the context may require, the Lett&€@reflit Commitment Amount, the Revolving Loan
Commitment Amount, the Swing Line Loan Commitmemi@unt or the Term B Loan Commitment Amount.

“ Commitment Termination Everitmeans

@) the occurrence of any Event of Default describedanises (afhrough (d)of Section 9.1.9 or

(b) the occurrence and continuance of any other Eviedetault and either
0] the declaration of the Loans to be due and payaitsuant to Section 9,3r
(i) in the absence of such declaration, the givingotice by theAdministrative Agent, acting at the directi

of the Required Lenders, to the Borrower that tben@itments have been terminated.

“ Compliance Certificaté means a certificate duly completed and executatidyghief financial Authorized Officer of the Bower,
substantially in the form of Exhibit Eereto.




“ Contingent Liability” means any agreement, undertaking or arrangenyewhich any Person guarantees, endorses or otherwis
becomes or is contingently liable upon (by diradndirect agreement, contingent or otherwise,rtavigle funds for payment, to supply funds
to, or otherwise to invest in, a debtor, or otheento assure a creditor against loss) the indebssgiobligation or any other liability of any
other Person (other than by endorsements of ingtntsrin the course of collection), or guaranteesptiyment of dividends or other
distributions upon the shares of any other Per3dre amount of any Person’s obligation under angtiigent Liability shall (subject to any
limitation set forth therein) be deemed to be ths@anding principal amount (or maximum principadaunt, if larger) of the debt, obligation
or other liability guaranteed thereby.

“ Continuation/Conversion Noticemeans a notice of continuation or conversion egerdificate duly executed by an Authorized
Officer of the Borrower, substantially in the foofiExhibit Chereto.

“ Controlled Groug’ means all members of a controlled group of caaions and all members of a controlled group afdsaor
businesses (whether or not incorporated) under aamouontrol which, together with the Borrower, aesated as a single employer under
Section 414(b) or 414(c) of the Code or Sectionl400ERISA.

“ Copyright Security Agreemeritmeans the Copyright Security Agreement, datedeSeper 29, 1999, delivered by the Borrower
and each of its U.S. Subsidiaries party therefavor of the Administrative Agent, as amended, $eiqmented, amended and restated or
otherwise modified.

“ Credit Extensior means, as the context may require,
(@) the making of a Loan by a Lender; or

(b) the issuance of any Letter of Credit, or the extenef any Stated Expiry Date of any previoushuiss Letter of
Credit, by the Issuer.

“ Current Asset§ means, on any date, without duplication, all &s¢ether than cash) which, in accordance with GA&Buld be
included as current assets on a consolidated akireet of the Borrower and its Subsidiaries &t siate as current assets (excluding,
however, amounts due and to become due from A##iaf the Borrower which have arisen from trarisastwhich are other than arm’s-
length and in the ordinary course of its business).

“ Current Liabilities” means, on any date, without duplication, all amtswvhich, in accordance with GAAP, would be inadds
current liabilities on a consolidated balance slé#he Borrower and its Subsidiaries at such dateluding current maturities of
Indebtedness.

“ Current Refinancing is defined in the second recital

“ Debt” means the outstanding principal amount of alleioigédness of the Borrower and its Subsidiariebefype referred to in
clauses (a) (b), (c) and_(e)of the definition of “Indebtedness” or any Conting&iability in respect thereof.
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“ Debt to EBITDA Ratio” means, as of the last day of any Fiscal Quatterratio of

€)) Debt outstanding on the last day of such Fiscalrt@ua

(b) EBITDA computed for the period consisting of suébcl Quarter and each of the three immediatelgqatimg
Fiscal Quarters.

“ Default” means any Event of Default or any condition, agcence or event which, after notice or lapse oktion both, would
constitute an Event of Default.

“ Designated Additional Revolving Loan Commitmehis defined in Section 2.1.6

“ Designated Additional Term B Loariss defined in Section 2.1.6

“ Designated New Loah means, as the context requires, a Designated AdéditTerm B Loan and/or a Designated New Term L

“ Designated New Term Loariss defined in Section 2.1.6

“ Designated Subsidiarymeans The Weight Watchers Foundation, Inc., a Nevk not-for-profit corporation.

“ Disbursement is defined in_ Section 2.6.2

“ Disbursement Dateis defined in Section 2.6.2

“ Disbursement Due Dateis defined in Section 2.6.2

“ Disclosure Schedulémeans the Disclosure Schedule attached hereSelasdule | as it may be amended, supplemented or
otherwise modified from time to time by the Borraweéth the written consent of the Required Lenders.

“ Disposition” (or correlative words such as “Disposetfipans any sale, transfer, lease contribution @ratbnveyance (including
way of merger) of, or the granting of options, veautls or other rights to, any of the Borrower’sterSubsidiaries’, assets (including accounts
receivable and Capital Securities of Subsidiatiegny other Person (other than to another Obligoa)single transaction or series of
transactions.

“ Domestic Office” means, relative to any Lender, the office of suehder designated as such_on Schedulediéto or designated
in the Lender Assignment Agreement or such othiéceobf a Lender (or any successor or assign dfl &iender) within the United States as
may be designated from time to time by notice fgaroh Lender, as the case may be, to each otherPeaisty hereto.

“ EBITDA " means, for any applicable period, the sum (withdwplication) of

€)) Net Income,
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plus

(b) the amount deducted, in determining Net Incomeagsmting amortization of assets (including amatiin with
respect to goodwill, deferred financing costs, ptin-cash interest and all other intangible aysets

plus
(c) the amount deducted, in determining Net Incomalldhcome taxes (whether paid or deferred) ofBoerower
and its Subsidiaries,
plus
(d) Interest Expense,
plus
(e) the amount deducted, in determining Net Incomeesmting depreciation of assets,
plus
® an amount equal to all non-cash charges deductadiuing at Net Income,
plus
(9) an amount equal to all minority interest chargedudted in determining Net Income (net of Restri®degments
made in respect of such minority interest),
plus
(h) an amount equal to the cash royalty payment redgivesuant to the Warnaco Agreement, to the exient
included in the calculation of Net Income,
plus
() the amount deducted, in determining Net Income,tddereign currency translation required by FASBds
FASB 133 arising after June 30, 1997,
plus
()] the amount deducted in determining Net Income pkages incurred in connection with the Weighco Agitjan,
the Acquisition and the Tender Offer,
minus

(k) an amount equal to the amount of all non-cash tséutluded in arriving at Net Income.
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“ Effective Date” means the date on which all the conditions preagdet forth in Article V\have been satisfied in the reasonable
judgment of the Administrative Ager

“ Eligible Institution” means a financial institution that either (a) hasbined capital and surplus of not less than $BWADO or it
equivalent in foreign currency, whose long-terntifieate of deposit rating or long-term senior utised debt rating is rated “BBBST higher
by S&P and “Baa2” or higher by Moody’s or an equévd or higher rating by a nationally recognizetingagency if both of the two named
rating agencies cease publishing ratings of investmor (b) is reasonably acceptable to the Aditnatise Agent and, in the case of
assignments of a Revolving Loan and/or a Revoliogn Commitment, the Issuer.

“ Environmental Laws$ means all applicable federal, state, local oefgn statutes, laws, ordinances, codes, ruleseqdations
(including consent decrees and administrative gjdetating to public health and safety and pratecdf the environment.

“ ERISA " means the Employee Retirement Income SecurityoAdi974, as amended.
“ Euro” means the single currency of participating mentbiates of the European Union.
“ Event of Default’ is defined in_Section 9.1

“ Existing Credit Agreemeritis defined in the first recital

“ Existing Lenders is defined in the first recital

“ Existing Loans’ is defined in_clause (d)f the first recital

“ Existing Revolving Loans$ is defined in_clause (d)f the first recital

“ Existing Swing Line Loan$ is defined in_clause (d)f the first recital

“ Existing Term A Loans is defined in_clause (af the first recital

“ Existing Term B Loans$ is defined in_clause (lf the first recital

“ Existing TLCs" is defined in clause (kf the first recital

“ Federal Funds Ratemeans, for any period, a fluctuating interesenaér annum equal for each day during such peoiod t

€)) the weighted average of the rates on overnightréédiends transactions with members of the Fedeemlerve
System arranged by federal funds brokers, as gddior such day (or, if such day is not a Busirzeg, for the next preceding
Business Day) by the Federal Reserve Bank of Newk;Yay

(b) if such rate is not so published for any day which Business Day, the average of the quotationsufch day on
such transactions received by the Administrativemdrom three federal funds brokers of recognstaniding selected by it.
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“ Fee Letters means, collectively, (a) the confidential feedef dated as of July 20, 1999, between Artal hiddonal S.A., a
Luxembourg corporation (* Al), and the Administrative Agent, as assumed by ART(b) the confidential fee letter, dated as of
December 21, 2001, among the Borrower, the Adnmatise Agent and the Syndication Agent, (c) thefictamntial fee letter, dated as of
March 31, 2003, among the Borrower, the AdminigteafAgent and the Syndication Agent, (d) the coerfidal fee letter, dated as of
August 23, 2003, among the Borrower, the AdmintateaAgent and the Syndication Agent and (e) thafidential fee letter, dated as of the
Effective Date, among the Borrower, the AdministatAgent and the Syndication Agent, in each case@mended, supplemented, restate
otherwise modified from time to time pursuant te thrms thereof.

“ Final Termination Daté means the later of (i) the Stated Maturity Daféhwespect to Term B Loans, and (ii) the date drictv all
Obligations are satisfied and paid in full.

“ Fiscal Quartef means any threaionth period ending on a Saturday closest to Maichlune 30, September 30, or December
any Fiscal Year.

“ Fiscal Year’ means any year ending on the Saturday closd3etember 31 (e.g., the “ 2004 Fiscal Yeeafers to the Fiscal Year
ending on January 1, 2005).

“ ENZ " means Weight Watchers New Zealand Unit Trusteaviealand trust which owns and operates the W#igtthers
classroom franchise and business in New Zealand.

“ ENZ Guaranty’ means the Guaranty, dated December 16, 1999, ina&@&lZ in favor of the Administrative Agent, as @nded,
supplemented, restated or otherwise modified fiame to time in accordance with its terms.

“ ENZ Security Agreemeritmeans the Security Agreement, dated Decembetd9), by FNZ in favor of the Administrative Agent,
together with each Supplement thereto deliveredyant to clause (of Section 7.1.13 as amended, amended and restated, supplemented
otherwise modified from time to time pursuant te thrms thereof.

“ Foreign Currency means any currency other than U.S. Dollars.

“FPL " means Fortuity Pty. Ltd. (ACN 007 148 683), ansfralian company incorporated in the State of \fiatavhich operates the
Weight Watchers classroom franchise and busineggctoria.

“F.R.S. Board’ means the Board of Governors of the Federal ResBystem or any successor thereto.

“ Franchise Acquisitiori means the acquisition of any Weight Watchersdhase by the Borrower or one of its Subsidiaries.

“ GAAP " is defined in Section 1.4
“ GB " means Gutbusters Pty. Ltd. (ACN 059 073 157)Aastralian company incorporated in the State of Nemwith Wales.
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“ Governmental Authority means the government of the United States of Asaerny other nation or any political subdivision
thereof, whether state or local (or the equivatkateof), and any agency, authority, instrumentatggulatory body, court, central bank or
other entity exercising executive, legislative,ifi@, taxing, regulatory or administrative powersfunctions of or pertaining to government.

“ Guaranties’ means, collectively, (a) the Australian Guararfb) the Subsidiary Guaranty, (c) the FNZ Guarantgt (d) each other
guaranty delivered from time to time pursuant ® tfrms of this Agreement.

“ Guarantor’ means any Person which has or may issue a Gyanantunder.

“ Hazardous Materidl means

@) any “hazardous substance”, as defined by CERCL&gaivalent applicable foreign law;

(b) any “hazardous waste”, as defined by the Resouors&vation and Recovery Act, as amended or eauival
applicable foreign law;

(c) any petroleum product; or

(d) any pollutant or contaminant or hazardous, dangeoodoxic chemical, material or substance withia tneaning
of any other applicable federal, state or local, lexgulation, ordinance or requirement (includioggent decrees and administrative
orders) relating to or imposing liability or stamds of conduct concerning any hazardous, toxicamgeérous waste, substance or
material, all as amended or hereafter amended.

“ Hedging Obligations means, with respect to any Person, all liab#iti# such Person under interest rate swap agresnietatrest
rate cap agreements and interest rate collar agmsprand all other agreements or arrangementgraebto protect such Person against
fluctuations in interest rates or currency exchamges, including but not limited to Rate Protectigreements.

“ herein”, “ hereof”, “ hereto”, “ hereunder’ and similar terms contained in this Agreemenaoy other Loan Document refer to
this Agreement or such other Loan Document, agdlse may be, as a whole and not to any particeletid®, paragraph or provision of this
Agreement or such other Loan Document.

“HJH " means H.J. Heinz Company, a Pennsylvania Corjporat

“ HJH Pledge Agreemeritmeans the HJH Pledge Agreement, dated Septendhd929, by HJH in favor of the Administrative
Agent, as amended, amended and restated, supper@mtherwise modified from time to time pursutanthe terms thereof.

“ Immaterial Subsidiary means, at any date of determination, any Subsidiagroup of Subsidiaries of the Borrower havassets
as at the end of or EBITDA for the immediately
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preceding four Fiscal Quarter period for which tékevant financial information has been deliveradspant to clause (ay clause (bpf
Section 7.1.D1f less than 5% of total assets of the Borrowerigm8ubsidiaries or $2,000,000, respectively,viatially or in the aggregate.

“ Impermissible Qualificatiori means, relative to the opinion or certificatiohamy independent public accountant as to any firzn
statement of any Obligor, any qualification or exti@n to such opinion or certification

€)) which is of a “going concern” or similar nature;
(b) which relates to the limited scope of examinatibmatters relevant to such financial statement; or
(c) which relates to the treatment or classificatiomy item in such financial statement and whicha aendition to

its removal, would require an adjustment to suemithe effect of which would be to cause such @bltg be in default of any of its
obligations under Section 7.2.4

“including ” means including without limiting the generalitf any description preceding such term, and, foppses of this
Agreement and each other Loan Document, the pdrtieto agree that the rule_of ejusdgenerisshall not be applicable to limit a general
statement, which is followed by or referable tceammeration of specific matters, to matters sintdahe matters specifically mentioned.

“ Indebtedness of any Person means, without duplication:

€)) all obligations of such Person for borrowed moneg all obligations of such Person evidenced by bpnd
debentures, notes or other similar instrumentdéorowed money in respect thereof;

(b) all obligations, contingent or otherwise, relatteethe face amount of all letters of credit, whethienot drawn, ar
banker’s acceptances issued for the account of Bacdon;

(c) all obligations of such Person as lessee undeeseakich have been or should be, in accordanceGAHAP,
recorded as Capitalized Lease Liabilities;

(d) net liabilities of such Person under all Hedgindigdtions;

(e) whether or not so included as liabilities in aceorce with GAAP, all obligations of such Person &y fhe
deferred purchase price of property or servicdsrahan indebtedness (excluding prepaid intehesebn and interest not yet due)
secured by a Lien on property owned or being puetidy such Person (including indebtedness arisidgr conditional sales or
other title retention agreements), whether or nohsndebtedness shall have been assumed by stsinR® is limited in recourse;
provided, however, that, for purposes of determining the amountyf lmdebtedness of the type described in this elaifisecourse
with respect to such Indebtedness is limited taifiogoroperty financed with such Indebtedness,ah@unt
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of such Indebtedness shall be limited to the fairket value (determined on a basis reasonably tadaegto the Administrative
Agent) of such property or the principal amounsoth Indebtedness, whichever is less; and

® all Contingent Liabilities of such Person in respafcany of the foregoing;

provided, that, Indebtedness shall not include unsecuréebtedness incurred in the ordinary course of lessiin the nature of accrued
liabilities and open accounts extended by suppbaraormal trade terms in connection with purchagepods and services, but excluding
the Indebtedness incurred through the borrowingafiey or Contingent Liabilities in connection theith. For all purposes of this
Agreement, the Indebtedness of any Person shélidedhe Indebtedness of any partnership or jantwre in which such Person is a general
partner or a joint venturer (to the extent sucts@eis liable for such Indebtedness).

“ Indemnified Liabilities” is defined in Section 11.4

“ Indemnified Partie$ is defined in Section 11.4

“ Initial Public Offering” means any sale of the Capital Securities of thedar to the public pursuant to an initial, primaffering
registered under the Securities Act of 1933 andpimposes of the Change in Control definition gpiyrsuant to which no less than 10% of
the Capital Securities of the Borrower outstandiftgr giving effect to such offering was sold punsuto such offering.

“ Intercompany Subordination Agreemeénmheans the Intercompany Subordination AgreemeatediSeptember 29, 1999, by the
Borrower, SP1 and each of the Guarantors in faftr@Administrative Agent, as amended, amendedrestated, supplemented or otherv
modified from time to time in accordance with isrs.

“ Interest Coverage Ratibmeans, at the close of any Fiscal Quarter, ttie camputed for the period consisting of such &lisc
Quarter and each of the three immediately prioc&iQuarters of:

€)) EBITDA (for such period)

(b) Interest Expense (for such period).

“ Interest Expensémeans, for any Fiscal Quarter, the aggregatedlmaed cash interest expense (net of interesinig) of the
Borrower and its Subsidiaries for such Fiscal Qarads determined in accordance with GAAP, inclgdive portion of any payments made in
respect of Capitalized Lease Liabilities allocatolénterest expense.

“ Interest Period means, relative to any LIBO Rate Loans, the mkheginning on (and including) the date on whicthsulBO
Rate Loan is made or continued as, or converteqd aLIBO Rate Loan pursuant to Section 2@.2.4and shall end on (but exclude) the «
which numerically corresponds to such date one, thwee or six or, with the consent of each
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applicable Lender, nine or twelve months theredfierif such month has no numerically correspogdiay, on the last Business Day of such
month), in either case as the Borrower may seleitsirelevant notice pursuant to Section@.2.4; provided, however, that

€)) the Borrower shall not be permitted to select kgePeriods to be in effect at any one time whinkehexpiration
dates occurring on more than ten different dates;

(b) Interest Periods commencing on the same date fand.oomprising part of the same Borrowing shabihe
same duration;

(c) if such Interest Period would otherwise end onyawlaich is not a Business Day, such Interest Pest@l end on
the next following Business Day (unless such nebkbiing Business Day is the first Business Dayailendar month, in which
case such Interest Period shall end on the Busiagsext preceding such numerically correspondiag); and

(d) no Interest Period for any Loan may end later th@nStated Maturity Date for such Loan.

“ Investment’ means, relative to any Person,

@ any loan or advance made by such Person to any Bérson (excluding commission, travel and simadwances
to officers and employees made in the ordinary s®of business);

(b) any ownership or similar interest held by such &eia any other Person; and

(c) any purchase or other acquisition of all or sulisdéiy all of the assets of any Person or any divighereof.
The amount of any Investment shall be the origmadcipal or capital amount thereof less all retuo principal or equity thereon (and
without adjustment by reason of the financial ctindiof such other Person) and shall, if made leyttAnsfer or exchange of property other

than cash, be deemed to have been made in anadnigincipal or capital amount equal to the fairrked value of such property at the time of
such transfer or exchange.

“ Issuance Requesimeans a Letter of Credit request and certifichtly executed by an Authorized Officer of the Boves,
substantially in the form of Exhibit-B hereto.

“ Issuer” means, collectively, Scotia Capital in its indluial capacity hereunder as issuer of the Lette@redit and such other
Lender as may be designated by Scotia Capitaldgreed to by the Borrower and such Lender) imi$vidual capacity as the issuer of
Letters of Credit.

“ Lead Arranger$ means Scotia Capital and CSFB.
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“ Lender Assignment Agreemehtneans a Lender Assignment Agreement substaniialiye form of Exhibit Dhereto.

“ Lenders” is defined in the preamble

“ Lenders Environmental Liability means any and all losses, liabilities, obligasippenalties, claims, litigation, demands, defenses
costs, judgments, suits, proceedings, damagesidiimg consequential damages), disbursements onsgp®f any kind or nature whatsoever
(including reasonable attorneys’ fees at trial appellate levels and experts’ fees and disburses@rtt expenses incurred in investigating,
defending against or prosecuting any litigatioajral or proceeding) which may at any time be impagaah, incurred by or asserted or
awarded against the Administrative Agent, the Sgatitn Agent, any Lead Arranger, any Lender or lasyer or any of such Person’s
Affiliates, shareholders, directors, officers, eoyaes, and agents in connection with or arisinmfro

@ any Hazardous Material on, in, under or affectih@maany portion of any property of the Borrowerany of its
Subsidiaries, the groundwater thereunder, or ampsnding areas thereof to the extent caused bgalek from the Borrower or any
of its Subsidiaries’ or any of their respectivegeeessors’ properties;

(b) any misrepresentation, inaccuracy or breach ofwearyanty, contained or referred to_in Section §.12
(c) any violation or claim of violation by the Borrower any of its Subsidiaries of any Environmentalvkaor
(d) the imposition of any lien for damages caused bherecovery of any costs for the cleanup, releagereatened

release of Hazardous Material by the Borrower grarits Subsidiaries, or in connection with angmperty owned or formerly
owned by the Borrower or any of its Subsidiaries.

“ Letter of Credit’ is defined in Section 2.1.3
“ Letter of Credit Commitmertmeans, with respect to the Issuer, the Issudifigation to issue Letters of Credit pursuant to

Section 2.1.&nd, with respect to each of the other Lenderstthata Revolving Loan Commitment, the obligatioheaxh such Lender to
participate in such Letters of Credit pursuantéot®n 2.6.1

“ Letter of Credit Commitment Amouritmeans, on any date, a maximum amount of $10,000&s such amount may be reduced
from time to time pursuant to Section 2.2

“ Letter of Credit Outstandingsmeans, on any date, an amount equal to the sum of

€)) the then aggregate amount which is undrawn andadlaiunder all issued and outstanding Lettersrefitt,
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plus

(b) the then aggregate amount of all unpaid and owtstgrReimbursement Obligations in respect of suettdrs of
Credit.

“ LIBO Rate” means, relative to any Interest Period for LIB@t&Loans, the rate of interest equal to the aeefanyinded upwards,
if necessary, to the nearest 1/16 of 1%) of thesrper annum at which U.S. Dollar deposits in imiatety available funds are offered to the
Administrative Agent’'s LIBOR Office in the Londonterbank market as at or about 11:00 a.m. Londvea tivo Business Days prior to the
beginning of such Interest Period for delivery ba first day of such Interest Period, and in an@amapproximately equal to the amount of
the Administrative Agent’s LIBO Rate Loan and foperiod approximately equal to such Interest Period

“LIBO Rate Loan” means a Loan bearing interest, at all times duan Interest Period applicable to such Loan,fedeal rate of
interest determined by reference to the LIBO RRieserve Adjusted).

“ LIBO Rate (Reserve Adjusted)means, relative to any Loan to be made, contiraradaintained as, or converted into, a LIBO
Rate Loan for any Interest Period, a rate per anfraonded upwards, if necessary, to the neare®01d1 1%) determined pursuant to the
following formula:

LIBO Rate = LIBO Rate
(Reserve Adjustec 1.00- LIBOR Reserve Percenta

The LIBO Rate (Reserve Adjusted) for any Interesid?l for LIBO Rate Loans will be determined by théministrative Agent on
the basis of the LIBOR Reserve Percentage in effecand the applicable rates furnished to andveddy the Administrative Agent from
Scotia Capital, two Business Days before the fiest of such Interest Period.

“ LIBOR Office " means, relative to any Lender, the office of suehder designated as such_on Scheduleeliéto or designated in
the Lender Assignment Agreement or such othereffica Lender as designated from time to time licadrom such Lender to the
Borrower and the Administrative Agent, whether ot autside the United States, which shall be makingraintaining LIBO Rate Loans of
such Lender hereunder.

“ LIBOR Reserve Percentageneans, relative to any Interest Period for LIB@t&Loans, the reserve percentage (expressed as a
decimal) equal to the maximum aggregate reseruginegents (including all basic, emergency, supplaalemarginal and other reserves i
taking into account any transitional adjustmentetber scheduled changes in reserve requiremepsjfied under regulations issued from
time to time by the F.R.S. Board and then applieablassets or liabilities consisting of and inahgd‘Eurocurrency Liabilities”, as currently
defined in Regulation D of the F.R.S. Board, havartgrm approximately equal or comparable to satérést Period.

“ Lien " means any security interest, mortgage, pledgpothecation, assignment, deposit arrangement, doreunce, lien (statutory
or otherwise), charge against or interest in prigper
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any filing or recording of any instrument or docurhan respect of the foregoing, to secure payméatdebt or performance of an obligation
or other priority or preferential arrangement of &md or nature whatsoever.

“Loan” means, as the context may require, a Revolvingn,.@a Swing Line Loan, a Term B Loan and a Desaghhlew Loan.

“ Loan Document means this Agreement, the Notes, the Lettersreflif, each Rate Protection Agreement under wltiah t
counterpart to such agreement is (or at the tinch Rate Protection Agreement was entered into, wagnder or an Affiliate of a Lender
relating to Hedging Obligations of the Borroweramy of its Subsidiaries, the Fee Letters, eachdelédyreement, each Guaranty, each
Security Agreement, the Intercompany Subordinatigreement and each other agreement, documenttourimsnt delivered in connection
with this Agreement or any other Loan Document, tivbeor not specifically mentioned herein or therei

“ Local Management Plahmeans an equity plan or program for (i) the saléssuance of Capital Securities of a Subsidiargn
amount not to exceed 5% of the outstanding commoityeof such Subsidiary to local management olaa pr program in respect of
Subsidiaries of the Borrower whose principal busénis conducted outside of the United Statesth@)direct purchase from ARTAL by the
Borrower management employees, in one transactiarseries of transactions, of not more than 3%eénaggregate of the WwWI Common
Shares owned by ARTAL or (iii) the issuance by Bwgrower to its management employees, in one trdiogaor a series of transactions, of
stock options to purchase not more than 6% in gogemate of the WWI Common Shares on a fully diuiasis.

“ Material Adverse Effect means (a) a material adverse effect on the fiigducondition, operations, assets, business oreutigs of
the Borrower and its Subsidiaries, taken as a wlfbJea material impairment other than an evergsbrof circumstances described in clause
(a) of the ability of any Obligor (other than any Immaal Subsidiary) to perform its respective matestaigations under the Loan
Documents to which it is or will be a party, or &) impairment of the validity or enforceability, of a material impairment of the rights,
remedies or benefits available to the Administeatigent, the Issuer or the Lenders under, this ément or any other Loan Document.

“ Moody's” means Moody’s Investors Service, Inc.

“ Mortgage” means, collectively, each Mortgage or Deed ofsTexecuted and delivered pursuant to the ternti®ofgreement,
including clause (bdf Section 7.1.8 as such Mortgage or Deed of Trust is amendedndettand restated, supplemented or otherwise
modified from time to time in accordance with isrs.

“ Net Debt to EBITDA Ratid means, as of the last day of any Fiscal Quatieryatio of

(@) Debt outstanding on the last day of such Fiscalrf@uéless the amount of cash and Cash Equivatemistments
of the Borrower and its Subsidiaries as of sucke)dat
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(b) EBITDA computed for the period consisting of suébcl Quarter and each of the three immediatelgqatimg
Fiscal Quarters.

“ Net Disposition Proceedsmeans, with respect to a Permitted Dispositiothefassets of the Borrower or any of its Subdigsar
the excess of

@ the gross cash proceeds received by the Borrowamyoof its Subsidiaries from any Permitted Disposiand an
cash payments received in respect of promissogsnmt other noash consideration delivered to the Borrower ohssgbsidiary il
respect of any Permitted Disposition,

(b) the sum of

0] all reasonable and customary fees and expensesesitect to legal, investment banking, brokerage an
accounting and other professional fees, sales cesionis and disbursements and all other reasoredde éxpenses and
charges, in each case actually incurred in conmreetith such Permitted Disposition which have negi paid to Affiliates
of the Borrower,

(i) all taxes and other governmental costs and expauseally paid or estimated by the Borrower (in @oo
faith) to be payable in cash in connection withhsBermitted Disposition, and

(iii) payments made by the Borrower or any of its Subsih to retire Indebtedness (other than the Loafns)
the Borrower or any of its Subsidiaries where paynoé such Indebtedness is required in connectiibim such Permitted
Disposition;

provided, however, that if, after the payment of all taxes with resjpto such Permitted Disposition, the amount tfreded taxes, if any,
pursuant to clause (b)(i@bove exceeded the tax amount actually paid in icatspect of such Permitted Disposition, the aggte amount |
such excess shall be immediately payable, pursoatuse (bpf Section 3.1.1 as Net Disposition Proceeds.

Notwithstanding the foregoing, Net Disposition Rreds shall not include fees or other amounts jatllet Borrower or its Subsidiaries
respect of a license of intellectual property (redated to the classroom business of the Borrowés @ubsidiaries) having customary terms
and conditions for similar licenses.

“ Net Income” means, for any period, the net income of the Bwar and its Subsidiaries for such period on a clideted basis,
excluding extraordinary gains.

“ Netco” means Weight Watchers.com Inc., a Delaware capmn.
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“ Non-Excluded Taxe$ means any taxes other than (i) net income andliisat¢axes imposed with respect to any Secureg Bar
Governmental Authority under the laws of which s&atured Party is organized or in which it mairgais applicable lending office and (i)
any taxes imposed on a Secured Party by any jatisdias a result of any former or present connadiietween such Secured Party and such
jurisdiction other than a connection arising frol8ecured Party entering into this Agreement or ngakiny loan hereunde

“ Non-Guarantor Subsidiarymeans the Designated Subsidiary and any othesi8ialy of the Borrower other than any Person
which has or may issue a Guaranty hereunder.

“Non-U.S. Lendel’ means any Lender (including each Assignee Lentthat)is not (i) a citizen or resident of the Udittates, (ii) a
corporation, partnership or other entity createdrganized in or under the laws of the United Stateany state thereof, or (iii) any estate or
trust that is subject to U.S. Federal income taxategardless of the source of its income.

“ Note” means, as the context may require, a RevolvintgNi Swing Line Note, a Registered Note, a TerNoBe: or any
promissory note representing a Designated New Loan.

“ Obligations” means all obligations (monetary or otherwisejhaf Borrower and each other Obligor arising undgén @onnection
with this Agreement, the Notes, each Letter of @ranld each other Loan Document, and Hedging Otitiga owed to a Lender or an
Affiliate thereof (unless the Lender or such AHie otherwise agrees).

“ Obligor " means the Borrower or any other Person (other Hrgy Agent, any Lender or the Issuer) obligatedeumny Loan
Document.

“ Organic Document means, relative to any Obligor, its certificadrcorporation, and its by-laws (or other simitaganizational
and/or governing documents) and all shareholdereagents, voting trusts and similar arrangementth@foreign equivalent thereof)
applicable to any of its authorized shares of Ghecurities.

“ Other Taxes means any and all stamp, documentary or simélaes, or any other excise or property taxes otairgvies that
arise on account of any payment made or requirée tmade under any Loan Document or from the ek@gudelivery, registration,
recording or enforcement of any Loan Document.

“ Participant” is defined in_Section 11.11.2

“ Patent Security Agreemehimeans the Patent Security Agreement, dated Séaied®, 1999, by the Borrower and each of its U.S.
Subsidiaries in favor of the Administrative Ageas,amended, supplemented, amended and restattteowise modified.

“ PBGC" means the Pension Benefit Guaranty Corporati@haary successor entity.

“ Pension Plari means a “ pension pldhas such term is defined in section 3(2) of ERI8/Aich is subject to Title IV of ERISA
(other than a multiemployer plan as defined inisact001(a)(3) of ERISA), and to which the Borroveerany corporation, trade or business
that is, along with the Borrower, a member of a t@iled Group, has or within the prior six yearsha
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had any liability, including any liability by reas@f having been a substantial employer withinrtfeaning of section 4063 of ERISA at any
time during the preceding five years, or by reasbipeing deemed to be a contributing sponsor useetion 4069 of ERISA.

“ Percentagé means, relative to any Lender, the applicable@eatage relating to Term B Loans, any Tranche didgiated New
Loans, Swing Line Loans or Revolving Loans, ascse may be, as set forth opposite its name ond8kehH hereto under the applicable
column heading or set forth in Lender Assignmente®gnent(s) under the applicable column headinguels percentage may be adjusted
from time to time pursuant to Lender Assignmente&gmnent(s) executed by such Lender and its Assigeeger(s) and delivered pursuant to
Section 11.11 A Lender shall not have any Commitment to makaicular Tranche of Loans (as the case mayflis)percentage under
the respective column heading is zero.

“ Permitted Acquisitiorf means an acquisition (whether pursuant to aniaitgun of Capital Securities, assets or otherwisejhe
Borrower or any of the Subsidiaries from any Pemsiba business in which the following conditione aatisfied:

(@) immediately before and after giving effect to saciuisition no Default shall have occurred anddigiouing or
would result therefrom (including under Section.7 )2

(b) if the acquisition is of Capital Securities of a$® such Person becomes a Subsidiary; and

(c) in the event the aggregate amount of considerditimtuding cash and incurrence or assumption oéleldness)

exceeds $50,000,000 for such acquisition, the Beershall have delivered to the Agents a Compliaesificate for the period of
four full Fiscal Quarters immediately precedinglsacquisition (prepared in good faith and in a nesrand using such methodology
which is consistent with the most recent finanstatements delivered pursuant to Section 7).#i¥ing proformaeffect to the
consummation of such acquisition and evidencingpi@mmnce with the covenants set forth in Section4r.2

“ Permitted ARTAL Investor Groupmeans ARTAL or any of its direct or indirect Wihelbwned Subsidiaries and ARTAL Group
S.A., a Luxembourg corporation or any of its directndirect Wholly-owned Subsidiaries.

“ Permitted Dispositiori means a Disposition in accordance with the teofndause (bJother than as permitted by clause)(aj
Section 7.2.9

“ Person” means any natural person, corporation, partngysinm, association, trust, government, governrakagency, limited
liability company or any other entity, whether agtin an individual, fiduciary or other capacity.

“ Plan” means any Pension Plan or Welfare Plan.

“ Pledge Agreementsmeans, collectively, (a) the WWI Pledge Agreeméb} the ARTAL Pledge Agreement, (c) the HIJH Pkdg
Agreement, (d) the Australian Pledge
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Agreement, (e) the U.K. Pledge Agreement, anda¢heother pledge agreement delivered from timée pursuant to clause (bj
Section 7.1.7

“ Qualified Assets is defined in_clause (l)f Section 3.1.1

“ Quarterly Payment Datemeans the last day of each March, June, SepteartteDecember, or, if any such day is not a Busines
Day, the next succeeding Business Day.

“ Rate Protection Agreemeritsneans, collectively, arrangements entered intamy Person designed to protect such Person agains
fluctuations in interest rates or currency exchamges, pursuant to the terms of this Agreement.

“ Recapitalizatiorf means those transactions contemplated and ukéerfaursuant to the Recapitalization Agreement.

“ Recapitalization Agreemeritmeans that certain Recapitalization and Stoclkclrase Agreement, dated as of July 22, 1999 among
the Borrower, ARTAL and HJH.

“ Refinance” means, in respect of any Indebtedness, to ref@aextend, renew, refund, repay, prepay, redeefaade or retire, or
to issue other Indebtedness in exchange or repkteior such Indebtedness. “Refinanced” and “Refaing” shall have correlative
meanings.

“ Refinancing Indebtednessmeans Indebtedness that Refinances any Indebtedh®sBorrower or any of its Subsidiaries exig
on the Effective Date or otherwise permitted hedeunincluding Indebtedness that Refinances Reingnndebtedness; provided
however, that:

0] such Refinancing Indebtedness has a Stated Mahgigarlier than the Stated Maturity of the Inddbtss being
Refinanced,;
(i) such Refinancing Indebtedness has an Average tifeedime such Refinancing Indebtedness is induttnat is

equal to or greater than the Average Life of thdebtedness being Refinanced; and

(iii) such Refinancing Indebtedness has an aggregategaiimmount (or if incurred with original issuesdount, an
aggregate issue price) that is equal to or lessttimaggregate principal amount (or if incurrethvairiginal issue discount, the
aggregate accreted value) then outstanding or ctiet(plus fees and expenses, including any prenainidndefeasance costs) under
the Indebtedness being Refinanced;

providedfurther, however, that Refinancing Indebtedness shall not inclugdifdebtedness of a Subsidiary that Refinanceshtetiness of
the Borrower or (B) Indebtedness of the Borrowea &ubsidiary that Refinances Indebtedness of an&hbsidiary.

“ Refunded Swing Line Loarisis defined in_clause (b)f Section 2.3.2

“ Register” is defined in_Section 11.11.3
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“ Registered Noté means a promissory note of the Borrower payabkeny Registered Noteholder, in the form of Exhibi heretc
(as such promissory note may be amended, endors#deywise modified from time to time), evidencithg aggregate Indebtedness of the
Borrower to such Lender resulting from outstandiiggm Loans, and also means all other promissorgsnatcepted from time to time in
substitution therefor or renewal thereof.

“ Registered Noteholdérmeans any Lender that has been issued a Registerte.

“ Reimbursement Obligatiohis defined in Section 2.6.3

“ Related Fund means, with respect to any Lender which is a fthat invests in loans, any other fund that invasteans and is
advised, controlled or managed by the same invegtadyisor as such Lender or by an Affiliate oftsirovestment advisor or collateralized
debt or loan obligation fund advised, managed erajed by a Lender or an Affiliate of a Lender.

“ Releas€ means a “ releask as such term is defined in CERCLA.

“ Required Lenders means, at any time, Lenders holding at least ®1¥%e Total Exposure Amount.

“ Resource Conservation and Recovery Agteans the Resource Conservation and Recovery2dt.S.C. Section 6901, &tq.,
as in effect from time to time.

“ Restricted Paymentsis defined in Section 7.2.6

“ Revolving Lender' is defined in_clause (a)f Section 2.1.2

“ Revolving Loan” is defined in_clause (af Section 2.1.2

“ Revolving Loan Commitmeritis defined in_clause (ajf Section 2.1.2

“ Revolving Loan Commitment Amouritmeans, on any date, $350,000,000, as such amaaybe (i) reduced from time to time
pursuant to Section 2 (ii) increased pursuant to Section 2.1.6

“ Revolving Loan Commitment Termination Ddteneans the earliest of

€)) March 31, 2009;

(b) the date on which the Revolving Loan Commitment Amtds terminated in full or reduced to zero purgua
Section 2.2 and

(c) the date on which any Commitment Termination Ewaturs.

Upon the occurrence of any event described in elds)or (c), the Revolving Loan Commitments shall terminateaatically and without
any further action.
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“ Revolving Note” means a promissory note of the Borrower payablke tender, substantially in the form_of Exhibitifereto (as
such promissory note may be amended, endorseti@mase modified from time to time), evidencing tggregate Indebtedness of the
Borrower to such Lender resulting from outstandReyolving Loans, and also means all other promyssotes accepted from time to time in
substitution therefor or renewal thereof.

“ S&P " means Standard & Poor’s Ratings Group, a divisibfihe McGraw-Hill Companies, Inc.

“ Scotia Capital’ is defined in the preamble

“ Secured Partiesmeans, collectively, the Lenders, the Issuers Administrative Agent, the Syndication Agent, ttead
Arrangers, each counterparty to a Rate Protectigre@ment that is (or at the time such Rate Prate@greement was entered into, was) a
Lender or an Affiliate thereof and (in each cage) aach of their respective successors, transfarekassigns.

“ Security Agreement$¥means, collectively, (a) the WWI Security Agrearheb) the Australian Security Agreement, (c) th&.
Security Agreement, (d) the Patent Security Agregmehe Trademark Security Agreements and the @gigySecurity Agreements, (e) the
FNZ Security Agreement and (f) each other secaigeement executed and delivered from time to fiareuant to clause (af
Section 7.1.7 in each case, as amended, amended and restgipteraented or otherwise modified from time to tipugsuant to the terms
thereof.

“ Sellers” is defined in the second recital
“ Senior Debf’ means all Debt other than Subordinated Debt.
“ Senior Subordinated Debimeans, collectively, debt of the Borrower undsrli3% Senior Subordinated Notes in an initial

aggregate principal amount of $150,000,000 anti3® Senior Subordinated Notes in an initial aggiegancipal amount of Euro
100,000,000, issued under the Senior Subordinatée denture pursuant to a Rule 144A private plead.

“ Senior Subordinated Note Indenttirmeans, collectively, that certain Senior Suboati#a Note Indenture, dated as of
September 29, 1999 between the Borrower and Nomargt Minnesota, National Association, as trustekated to the issuance of
$150,000,000 Senior Subordinated Notes and th&dine3enior Subordinated Note Indenture, dated &ptember 29, 1999, between the
Borrower and Norwest Bank Minnesota, National Asstian, as trustee, related to the issuance of EQf000,000 Senior Subordinated
Notes.

“ Senior Subordinated Noteholdemeans, at any time, any holder of a Senior Subatdd Note.

“ Senior Subordinated Notésneans those certain 13% Senior Subordinated Nbhte2009, issued pursuant to the Senior
Subordinated Note Indenture.

“ Solvent” means, with respect to any Person on a partiaase, that on such date (a) the fair value optloperty of such Person is
greater than the total amount of liabilities, irdihg
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contingent liabilities, of such Person, (b) thesgr fair salable value of the assets of such Réssaot less than the amount that will be
required to pay the probable liability of such Persn its debts as they become absolute and maia)ezich Person does not intend to, and
does not believe that it will, incur debts or liit@s beyond such Person’s ability to pay as sishts and liabilities mature, and (d) such
Person is not engaged in business or a transaetiohsuch person is not about to engage in bustmesfransaction, for which such Person’s
property would constitute an unreasonably smalitahpThe amount of contingent liabilities at aimye shall be computed as the amount-

in the light of all the facts and circumstances#ng at such time, represents the amount thatezsonably be expected to become an actual
or matured liability.

“ SP1” is defined in the first recital

“ Stated Amount of each Letter of Credit means the total amounii@vie to be drawn under such Letter of Credit ugmissuanc
thereof.

“ Stated Expiry Daté is defined in Section 2.6

“ Stated Maturity’ means, with respect to any security, the date pddn such security as the fixed date on whiahfthal paymer
of principal of such security is due and payabieluding pursuant to any mandatory redemption giowi (but excluding any provision
providing for the repurchase of such security atdption of the holder thereof upon the happenirang contingency unless such
contingency has occurred).

“ Stated Maturity Daté means

€)) in the case of any Revolving Loan, March 31, 2009;
(b) in the case of any Term B Loan, March 31, 2010; and
(c) in the case of any Designated New Loan, as detedrimaccordance with Section 2.1.6

“ Subordinated DeBtmeans, as the context may require, (i) the unsetDebt of the Borrower evidenced by the Senior
Subordinated Notes and (ii) any other unsecuredrsiitated Debt of the Borrower which shall (i) caintsubordination provisions that are
less favorable to the holders of “Senior Indebtedhe'Senior Debt” or terms of similar import asedsn such documents than the
subordination provisions contained in the Senidsd@dinated Note Indenture, (i) not provide for aryortization (in whole or in part) of the
Debt issued thereunder prior to 6 months afteStiaded Maturity Date for Term B Loans and (iii) tain such other terms and conditions
which, taken as a whole, are comparable to thostaieed in the Senior Subordinated Note Indent@asenodified pursuant to Section 7.2.10

“ Subordinated Guarantymeans, collectively, (i) the Guaranty executed dalivered by certain Subsidiaries of the Borrower
pursuant to Section 4.13 of the Senior Subordinkii®e Indenture and (ii) each other guaranty, ¥, @xecuted from time to time by any
Subsidiary of the Borrower pursuant to which thargmtor thereunder has any Contingent Liabilityhwéspect to any other Subordinated
Debt.
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“ Subordination Provisionsis defined in Section 9.1.11

“ Subsidiary” means, with respect to any Person, any corparagiartnership or other business entity of whichiertban 50% of the
outstanding Capital Securities (or other ownergfiigrest) having ordinary voting power to elect ajonity of the board of directors, manac
or other voting members of the governing body ahsentity (irrespective of whether at the time Galpgbecurities (or other ownership
interest) of any other class or classes of sudtyesitall or might have voting power upon the ocence of any contingency) is at the time
directly or indirectly owned by such Person, bylsBerson and one or more other Subsidiaries of Bacson, or by one or more other
Subsidiaries of such Person. Unless the contbeireise specifically requires, the term “Subsidiafyall be a reference to a Subsidiary of
the Borrower.

“ Subsidiary Guaranty means the Guaranty, dated September 29, 199eby.S. Subsidiaries signatory thereto, UKHC1, WkH
and WWUK and its Subsidiaries in favor of the Admsirative Agent, as amended, supplemented, restatetherwise modified from time to
time in accordance with its terms.

“ Swing Line Lendef means Scotia Capital (or another Lender designatestotia Capital with the consent of the Borrovilesuch
Lender agrees to be the Swing Line Lender herednidesuch Person’s capacity as the maker of Swing Loans.

“ Swing Line Loan” is defined in_clause (b)f Section 2.1.2

“ Swing Line Loan Commitmeritmeans, with respect to the Swing Line Lender,3kéng Line Lender’s obligation pursuant to
clause (bpf Section 2.1.20 make Swing Line Loans and, with respect to d&ewolving Lender (other than the Swing Line Lendsukh
Revolving Lender’s obligation to participate in $wgiLine Loans pursuant to Section 2.3.2

“ Swing Line Loan Commitment Amoutitmeans, on any date, $5,000,000, as such amounbmeeduced from time to time
pursuant to Section 2.2

“ Swing Line Note” means a promissory note of the Borrower payabkhé Swing Line Lender, in substantially the favfExhibit
A-3 hereto (as such promissory note may be amendedrsutior otherwise modified from time to time),dmrnicing the aggregate
Indebtedness of the Borrower to the Swing Line lezrrdsulting from outstanding Swing Line Loans, afsb means all other promissory
notes accepted from time to time in substituticeréifior or renewal thereof.

“ Syndication Agent is defined in the preamble

“ Tender Offer” means the tender by the Borrower for up to alt®Senior Subordinated Notes made in connectidim tive
execution and delivery of the Existing Agreement.

“Term B Loan” is defined in_clause (af Section 2.1.1

“ Term B Loan Commitmeritis defined in_clause (a)f Section 2.1.1

“Term B Loan Commitment Amouritmeans $150,000,000.
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“ Term B Loan Lendet means any Lender which has a Percentage of thra BeLoan Commitment Amount.

“ Term B Note” means a promissory note of the Borrower, pay&bltbe order of any Lender, in the form_of Exhibi2 hereto (as
such promissory note may be amended, endorseti@mase modified from time to time), evidencing tiggregate Indebtedness of the
Borrower to such Lender resulting from outstandiiggm B Loans (including Designated Additional TeBnboans), and also means all other
promissory notes accepted from time to time in 8wh®n therefor or renewal thereof.

“ Term Loans’ means, collectively, the Term B Loans and thei@&sted Additional Term B Loans.

“ Total Exposure Amouritmeans, on any date of determination, the theatantling principal amount of all Term Loans and the
then effective Revolving Loan Commitment Amount.

“ Trademark Security Agreemehtneans the Trademark Security Agreement, dateteSdper 29, 1999, by the Borrower and each
of its U.S. Subsidiaries signatory thereto in fawbthe Administrative Agent, as amended, suppldeteramended and restated or otherwise
modified from time to time.

“ Tranche” means, as the context may require, the Loanstitotisg Term B Loans, Swing Line Loans, Revolvibgans or
Designated New Loans.

“ type” means, relative to any Loan, the portion therdainy, being maintained as a Base Rate Loanl.dB® Rate Loan.

“ UCC " means the Uniform Commercial Code as in effeatfitime to time in the State of New York.

“UKHC1 " means Weight Watchers UK Holding Ltd, a compamgoirporated under the laws of England.

“UKHC2 " means Weight Watchers International Ltd, a conypacorporated under the laws of England.

“ U.K. Pledge Agreemeritmeans, collectively, (i) the Deeds of Charge exed and delivered by the Borrower to UKHC1, UKHC2

and WWUK and its Subsidiaries and (ii) each otHedge agreement delivered pursuant to clausef(8gction 7.1.7 as amended, amended
and restated, supplemented or otherwise modifiad fime to time pursuant to the terms thereof.

“ U.K. Security Agreemernit means, collectively, (i) the Debentures execwtrd delivered by UKHC1, UKHC2 and WWUK and
each of its Subsidiaries and (ii) each other sgcagreement delivered pursuant to claus®{&ection 7.1.7 as amended, amended and
restated, supplemented or otherwise modified friome to time pursuant to the terms thereof.
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“ U.K. Subsidiary” means any Subsidiary that is incorporated undefdaws of England.

“ United States or “ U.S.” means the United States of America, its fiftyt8saand the District of Columbia.

“U.S. Dollar” and the sign “ $ mean lawful money of the United States.

“ U.S. Subsidiary means any Subsidiary that is incorporated or ol under the laws of the United States or & stegreof or the
District of Columbia.

“Voting Stock” means, with respect to any Person, Capital Seesiof any class or kind ordinarily having the owo vote for the
election of directors, managers or other voting foers of the governing body of such Person.

“ Waiver” means an agreement in favor of the Administrafigent for the benefit of the Lenders and the Isguéorm and
substance reasonably satisfactory to the Admiriggragent.

“ Warnaco Agreemeritmeans that certain License Agreement, dated damdary 8, 1999, between Warnaco Inc., a Delaware
corporation, and the Borrower.

“ Weighco Acquisition” the acquisition by the Borrower and its Subsidmnésubstantially all of the assets and businé¥geighcc
Enterprises, Inc., and various of its Affiliates danuary 16, 2001.

“ Welfare Plan” means a “ welfare plat as such term is defined in section 3(1) of ERI8Ad to which the Borrower or any of its
Subsidiaries has any liability.

“ Wholly-owned Subsidiary shall mean, with respect to any Person, any $lidnsi of such Person all of the Capital Securiaxd
all rights and options to purchase such Capitauies) of which, other than directors’ qualifyispares or shares sold pursuant to Local
Management Plans, are owned, beneficially andadfrce by such Person and/or one or more Wholly-a\®ebsidiaries of such Person.

“ WW Australia” means Weight Watchers International Pty. Ltd. hCQ70 836 449), an Australian company incorporateate
State of New South Wales and resident in Austaii@ the direct corporate parent of FPL and SP1.

“ WWI Common Shares means shares of common stock of the Borroweryphre $1.00 per share.

“ WWI Pledge Agreemeritmeans the Pledge Agreement, dated Septembe929, by the Borrower and its U.S. Subsidiaries
signatory thereto in favor of the Administrative &, together with each Supplement thereto deld/presuant to clause (bj Section 7.1.7
as amended, amended and restated, supplement#geowise modified from time to time pursuant to teems thereof.
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“ WWI Security Agreement means the Security Agreement dated Septembetr@3, by the Borrower and all U.S. Subsidiaries of
the Borrower (other than the Designated Subsidiarjavor of the Administrative Agent, together kvitkach Supplement thereto delivered
pursuant to clause (af Section 7.1.7 as amended, amended and restated, supplemerdtdteorise modified from time to time pursuant to
the terms thereof.

“WWUK " means Weight Watchers UK Limited and its Subsid&

SECTION 1.2 ._Use of Defined TermdJnless otherwise defined or the context othexwesgjuires, terms for which meanings are
provided in this Agreement shall have such meanivigsn used in the Disclosure Schedule and in etar boan Document, notice and
other communication delivered from time to timecomnection with this Agreement or any other LoarciDuoent.

SECTION 1.3 ._CrosReferences Unless otherwise specified, references in thjee@ment and in each other Loan Document to
any Article or Section are references to such Agtir Section of this Agreement or such other LBacument, as the case may be, and,
unless otherwise specified, references in any lerti8ection or definition to any clause are refeesnto such clause of such Article, Sectia
definition.

SECTION 1.4 . Accounting and Financial Determioasi. All accounting determinations and computatiorslmpursuant to
Section 7.2.4hall be made in accordance with those generatflg@ed accounting principles (* GAAPas in effect as of December 28,
2002. For purposes of providing the financiatesteents required to be delivered hereunder, “GAsll mean those generally accepted
accounting principles as in effect at such time~or purposes of computing the covenants set for8ection 7.2.4and any financial
calculations required to be made or included withioh ratios) as of the end of any Fiscal Quaalecomponents of such ratios for the pel
of four Fiscal Quarters ending at the end of sushd Quarter shall include (or exclude), withouptication, such components of such ratios
attributable to any business or assets that hame dequired (or disposed of) by the Borrower or afithe Subsidiaries (including through
mergers or consolidations) after the first daywtsperiod of four Fiscal Quarters and prior toehe of such period, on a pro forma basis for
such period of four Fiscal Quarters as if such @ifijon or disposition had occurred on such firay @f such period.

SECTION 1.5 ._Currency Conversiondf it shall be necessary for purposes of thisesgnent to convert an amount in one currency
into another currency, unless otherwise providedihethe exchange rate shall be determined byeefe to the New York foreign exchange
selling rates (such determination to be made #weadate of the relevant transaction), as deteminityethe Administrative Agent (in
accordance with its standard practices).
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ARTICLE Il

COMMITMENTS, BORROWING AND ISSUANCE PROCEDURES, N&% AND
LETTERS OF CREDIT

SECTION 2.1 . Loan CommitmentsOn the terms and subject to the conditions isfAlgreement (including Article Y, the
Lenders, the Swing Line Lender and the Issuer sdlyaagree to the continuation of Existing Loans &m make Credit Extensions as set forth
below.

SECTION 2.1.1 . Term Loan CommitmentSubject to compliance by the Obligors with tberts of Sections 2.1,4.1and 5.2

€)) in a single Borrowing occurring on the EffectivetBaeach Lender that has a Term B Loan Commitméhmake
loans (relative to such Lender, its “ Term B Lodnt® the Borrower in an amount equal to such LetglPercentage of the aggreg
amount of the Borrowing of Term B Loans requestgdhe Borrower to be made on such day (with thera@ment of each such
Lender described in this clause f&yein referred to as its “ Term B Loan Commitm&nand

(b) no amounts paid or prepaid with respect to Ternnsaaay be reborrowed.

SECTION 2.1.2 ._Revolving Loan Commitment and Swliine Loan Commitment Subject to compliance by the Obligors with the
terms of Section 2.1.4Section 5.J5and _Section 5.2the Revolving Loans and Swing Line Loans willdmatinued and/or made as set forth
below:

@) From time to time on any Business Day occurringcoorently with (or after) the making of the TernLBans but
prior to the Revolving Loan Commitment Terminatidate, each Lender that has a Revolving Loan Comemitrta “ Revolving
Lender”) will make loans (relative to such Lender, itRe&volving Loans) to the Borrower in U.S. Dollars, equal to suabnider’s
Percentage of the aggregate amount of the Borrowfitige Revolving Loans requested by the Borrowdrsd made on such day. ~
Commitment of each Lender described in this clda}is herein referred to as its “ Revolving Loan Cormant”. On the terms
and subject to the conditions hereof, the Borrowvay from time to time borrow, prepay and reborrbe Revolving Loans. All
Existing Revolving Loans shall be continued as Rerg Loans hereunder.

(b) From time to time on any Business Day occurringccorently with (or after) the making of the TernLBans, but
prior to the Revolving Loan Commitment Terminatidate, the Swing Line Lender will make loans (relatio the Swing Line
Lender, its “ Swing Line Loany to the Borrower equal to the principal amountleé Swing Line Loans requested by the Borrower.
On the terms and subject to the conditions hethefBorrower may from time to time borrow, prepay aeborrow such Swing Line
Loans. All Existing Swing Line Loans shall be daned as Swing Line Loans hereunder.
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SECTION 2.1.3 ._Letter of Credit CommitmenSubject to compliance by the Obligors with tlerts of Section 2.1.5Section 5.1
and _Section 5.2from time to time on any Business Day occurrirgnf and after September 29, 1999 but prior to thedRing Loan
Commitment Termination Date, the Issuer will

€)) issue one or more standby or documentary lettecsenfit (each referred to as a “ Letter of Créffior the accour
of the Borrower in the Stated Amount requestedigyBorrower on such day; or

(b) extend the Stated Expiry Date of an existing stgridditer of Credit previously issued hereunder ttate not later
than the earlier of (x) the Revolving Loan Commibth&ermination Date and (y) one year from the addtsuch extension.

All Existing Letters of Credit shall be maintainasl Letters of Credit hereunder.

SECTION 2.1.4 ._Lenders Not Permitted or Requiceake Loans No Lender shall be permitted or required to, treBorrower
shall not request that any Lender, make

€)) any Term B Loan if, after giving effect theretoethggregate original principal amount of all thei® Loans:
0] of all Lenders would exceed the Term B Loan ComraittmAmount; or
(i) of such Lender would exceed such Lender's Percergathe Term B Loan Commitment Amount;
(b) any Revolving Loan or Swing Line Loan if, after ijig effect thereto, the aggregate outstanding jpai@mount

of all the Revolving Loans and Swing Line Loans

0] of all the Lenders with Revolving Loan Commitmerntgether with the aggregate amount of all Letfer o
Credit Outstandings, would exceed the Revolvingn.Gammitment Amount; or

(i) of such Lender with a Revolving Loan Commitmenhéstthan the Swing Line Lender), together with
such Lender’s Percentage of the aggregate amouwtitloétter of Credit Outstandings, would exceedhsbender’s
Percentage of the Revolving Loan Commitment Amoant;

(c) any Swing Line Loan if after giving effect to theaking of such Swing Line Loan, the outstanding @pal
amount of all Swing Line Loans would exceed thentBgisting Swing Line Loan Commitment Amount.

SECTION 2.1.5 . Issuer Not Permitted or Requietbsue Letters of CreditNo Issuer shall be permitted or required todssny
Letter of Credit if, after giving effect theret@)(the aggregate amount of all Letter of Creditstartdings would exceed the Letter of Credit
Commitment Amount or (b) the sum of the aggregateunt of all Letter of Credit Outstandings
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plus the aggregate principal amount of all Reva\ioans and Swing Line Loans then outstanding wentteed the Revolving Loan
Commitment Amount.

SECTION 2.1.6 ._Designated Additional Loanét any time that no Default has occurred ancbistinuing, the Borrower may
notify the Administrative Agent that the Borrowsrrequesting that, on the terms and subject tadhditions contained in this Agreement,
the Lenders and/or other lenders not then a partlyis Agreement provide up to an aggregate amoiu$200,000,000 in commitments to
provide (i) (A) additional Revolving Loan Commitntsror (B) loans to be provided under a new trarafirevolving loans which have terms
and conditions (including interest rate and magutdte), as mutually agreed to by the Borrower Atiministrative Agent, the Syndication
Agent and the Person(s) providing such new trant¢h®ans (in either case, “ Designated AdditionalBlving Loan Commitmentk (ii)
additional Term B Loans (“ Designated AdditionakifieB Loans’) and/or (iii) loans to be provided under a neanche of term loans (*
Designated New Term Loafiswhich have terms and conditions (including ietgtrrate and amortization schedule), as mutuatgeatto by
the Borrower, the Administrative Agent, the Syndiima Agent and the Person(s) providing such newcina of Loans. Upon receipt of any
such notice, the Administrative Agent shall use gwrrially reasonable efforts to arrange for thedega or other Eligible Institutions to
provide such additional commitments; providkdt the Administrative Agent will first offer eactfi the Lenders that then has a Percentage of
the Commitment or Loans of the type proposed toliiained a proataportion of any such additional commitment. Nothaumtained in this
Section 2.1.@r otherwise in this Agreement is intended to cotrany Lender or any Agent to provide any portiomoy such additional
commitments. If and to the extent that any Lend@éxdor other lenders agree, in their sole dismmetio provide any such additional
commitments, (i) in the case of Designated AddaidRevolving Loan Commitments of the type set fantli)(A) above, the Revolving Loan
Commitment Amount shall be increased by the amofitite additional Revolving Loan Commitments agrietle so provided, (ii) subject
compliance with the terms of Section Bu2d such other terms and conditions mutually agre@nong the Borrower, the Administrative
Agent, the Syndication Agent and the Lenders piiagidny such other commitments, Loans of the tgopiested by the Borrower will be
made on the date as agreed among such Personbg(iiercentages of the respective Lenders irecegp the applicable Commitment or
type of Loan shall be proportionally adjusted (pded that the Percentage of each Lender shallemaidseased without the consent of such
Lender), (iv) in the case of Designated AdditioRalvolving Loan Commitment of the type set forth{i)fA) above at such time and in such
manner as the Borrower and the Administrative Agdatl agree (it being understood that the Borroavel the Agents will use commercially
reasonable efforts to avoid the prepayment or assgit of any LIBO Rate Loan on a day other tharidbeday of the Interest Period
applicable thereto), the Lenders shall assign asdrae outstanding Revolving Loans and participatinroutstanding Letters of Credit so as
to cause the amounts of such Revolving Loans arittipations in Letters of Credit held by each Lentb conform to the respective
Percentages of the Revolving Loan Commitment oL#reders and (v) the Borrower shall execute antvelehny additional Notes or other
amendments or modifications to this Agreement graher Loan Document as the Administrative Ageaymeasonably request. Any fees
payable in respect of any commitment provided fidthis Section 2.1.6hall be as agreed to by the Borrower and the Atnative Agent.
Any designation of a commitment hereunder (i) shallrrevocable, (ii) shall reduce the amount ghoatments that
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may be requested under this Section ZptcGtantoand (i) shall be in a minimum principal amount®#,000,000 and integral multiples of
$1,000,000.

SECTION 2.2 ._Reduction of the Commitment Amounfhe Commitment Amounts are subject to reductfom® time to time
pursuant to this Section 2.2

SECTION 2.2.1 ._Optional The Borrower may, from time to time on any Besis Day occurring after the time of the initial dite
Extension hereunder, voluntarily reduce the SwimgllLoan Commitment Amount, the Letter of Crediin@nitment Amount or the
Revolving Loan Commitment Amount; providetiowever, that all such reductions shall require at lelaste Business Days’ prior notice to
the Administrative Agent and be permanent, andgamtial reduction of any Commitment Amount shallitb@ minimum amount of
$1,000,000 and in an integral multiple of $100,080wy reduction of the Revolving Loan Commitment dumt which reduces the Revolving
Loan Commitment Amount below the sum of (i) the SgviLine Loan Commitment Amount and (ii) the LetéiCredit Commitment Amount
shall result in an automatic and corresponding ctdn of the Swing Line Loan Commitment Amount ad/etter of Credit Commitment
Amount (as directed by the Borrower in a noticéh® Administrative Agent delivered together witle thotice of such voluntary reduction in
the Revolving Loan Commitment Amount) to an aggteganount not in excess of the Revolving Loan Comm@int Amount, as so reduced,
without any further action on the part of the Swinige Lender or the Issuer.

SECTION 2.2.2 ._Mandatory Following the prepayment in full of the Term Insathe Revolving Loan Commitment Amount shall,
without any further action, automatically and penexatly be reduced on the date the Term Loans wathieihwise have been required to be
prepaid with any Net Disposition Proceeds, in amamt equal to the amount by which the Term Loansld/otherwise be required to be
prepaid if Term Loans had been outstanding. Axycgon of the Revolving Loan Commitment Amount erhireduces the Revolving Loan
Commitment Amount below the sum of (i) the Swingé.Loan Commitment Amount and (ii) the Letter oédit Commitment Amount shall
result in an automatic and corresponding reduaifadhe Swing Line Loan Commitment Amount and/orteebf Credit Commitment Amou
(as directed by the Borrower in a notice to the Adstrative Agent) to an aggregate amount not icess of the Revolving Loan Commitm:
Amount, as so reduced, without any further actiorihee part of the Swing Line Lender or the Issuer.

SECTION 2.3 ._Borrowing Procedures and Fundingntéaiance Loans shall be made by the Lenders in accordaitbethis
Section.

SECTION 2.3.1._Term Loans and Revolving LoarBy delivering a Borrowing Request to the Admirative Agent on or before
12:00 noon, New York time, on a Business Day, tber@ver may from time to time irrevocably request,not less than one (in the case of
Base Rate Loans) and three (in the case of LIB@ Ra&ns) nor more than (in each case) five Busibegs' notice, that a Borrowing be
made, in the case of LIBO Rate Loans, in a mininemount of $2,000,000, and an integral multiple 80000, and in the case of Base F
Loans, in a minimum amount of $500,000 and an nategultiple thereof or, in either case, in the sl amount of the applicable
Commitment. On the terms and subject to the cmnditof this Agreement, each Borrowing shall be posed of the type of Loans, and st
be made
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on the Business Day, specified in such Borrowinguest. On or before 11:00 a.m., New York timesoch Business Day each Lender shall
deposit with the Administrative Agent same day famdan amount equal to such Lender’s Percentateeatquested Borrowing. Such
deposit will be made to an account which the Adsiiative Agent shall specify from time to time bytice to the Lenders. To the extent
funds are received from the Lenders, the AdmintiseaAgent shall make such funds available to tber®ver by wire transfer to the accou
the Borrower shall have specified in its BorrowRgquest. No Lender’s obligation to make any Ldaadlde affected by any other Lender’s
failure to make any Loan.

SECTION 2.3.2 . Swing Line Loans

€)) By telephonic notice, promptly followed (within te Business Days) by the delivery of a confirmirgrBwing
Request, to the Swing Line Lender on or before @&:n., New York time, on a Business Day, the Bsaiomay from time to time
irrevocably request that Swing Line Loans be madthb Swing Line Lender in an aggregate minimumgapal amount of $200,0t
and an integral multiple of $100,000. Each reqbgghe Borrower for a Swing Line Loan shall congé a representation and
warranty by the Borrower that on the date of swrfuest and (if different) the date of the makinghef Swing Line Loan, both
immediately before and after giving effect to s@wing Line Loan and the application of the procebéseof, the statements made
in Section 5.2.4re true and correct. All Swing Line Loans shallhbade as Base Rate Loans and shall not be entthea converte
into LIBO Rate Loans. The proceeds of each Swimg Loan shall be made available by the Swing LLieeder, by its close of
business on the Business Day telephonic noticecisived by it as provided in the preceding sentrtoethe Borrower by wire
transfer to the accounts the Borrower shall haeeifipd in its notice therefor.

(b) If (i) any Swing Line Loan shall be outstanding foore than four full Business Days or (ii) aftevigg effect to
any request for a Swing Line Loan or a Revolvinghohe aggregate principal amount of Revolving Isoamd Swing Line Loans
outstanding to the Swing Line Lender, together whit Swing Line Lender’s Percentage of all Letfe€redit Outstandings, would
exceed the Swing Line Lender’s Percentage of th@Rimg Loan Commitment Amount, the Swing Line Lendat any time in its
sole and absolute discretion may request each ké¢ndehas a Revolving Loan Commitment, and each gender, including the
Swing Line Lender hereby agrees, to make a Rewplkoan (which shall always be initially funded aBase Rate Loan) in an
amount equal to such Lender’s Percentage of thaiatmd the Swing Line Loans (* Refunded Swing Limeans”) outstanding on
the date such notice is given. On or before 12:6@ (New York time) on the first Business Day daling receipt by each Lender of
a request to make Revolving Loans as provideddmtieceding sentence, each such Lender (othethka&®wing Line Lender) shall
deposit in an account specified by the Administethgent to the Lenders from time to time the ant@anrequested in same day
funds, whereupon such funds shall be immediatdiyeted to the Swing Line Lender (and not the Bameo) and applied to repay
the Refunded Swing Line Loans. On the day sucloR@g Loans are made, the Swing Line Lender’s Emtage of the Refunded
Swing Line Loans shall be deemed to be paid. Wpemmaking of any Revolving Loan pursuant to théaise, the amount so funded
shall
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become due under such Lender’s Revolving Note hati so longer be owed under the Swing Line Ndach Lender’s obligation
to make the Revolving Loans referred to in thisistashall be absolute and unconditional and sbalbhe affected by any
circumstance, including, (i) any setoff, counteirlarecoupment, defense or other right which suehder may have against the
Swing Line Lender, the Borrower or any other Perfgorany reason whatsoever; (ii) the occurrenceomtinuance of any Default;
(iii) any adverse change in the condition (finahoiaotherwise) of the Borrower or any other Obligeaubsequent to the date of the
making of a Swing Line Loan; (iv) the accelerat@mmaturity of any Loans or the termination of Revolving Loan Commitment
after the making of any Swing Line Loan; (v) angdxch of this Agreement by the Borrower, any othieligor or any other Lender;
or (vi) any other circumstance, happening or evdrdtsoever, whether or not similar to any of thedming.

(c) In the event that (i) the Borrower or any Subsigliarsubject to any bankruptcy or insolvency praiegs as
provided in_Section 9.1.6r (ii) the Swing Line Lender otherwise requestgteLender with a Revolving Loan Commitment shall
acquire without recourse or warranty an undividadipipation interest equal to such Lender’s Peiags of any Swing Line Loan
otherwise required to be repaid by such Lenderyauntsto the preceding clause by paying to the Swing Lender on the date on
which such Lender would otherwise have been redquoenake a Revolving Loan in respect of such Swiing Loan pursuant to tt
preceding clause, in same day funds, an amount emsach Lendes Percentage of such Swing Line Loan, and no R&wplwoans
shall be made by such Lender pursuant to the pirgethuse. From and after the date on which asmyder purchases an undivided
participation interest in a Swing Line Loan pursiu@arthis clause, the Swing Line Lender shall distie to such Lender
(appropriately adjusted, in the case of intereghpnts, to reflect the period of time during whgtith Lender’s participation interest
is outstanding and funded) its ratable amountlgfaments of principal and interest in respectath Swing Line Loan in like fun
as received; provideghowever, that in the event such payment received by thiaghine Lender is required to be returned to the
Borrower, such Lender shall return to the Swingelliender the portion of any amounts which such eemad received from the
Swing Line Lender in like funds.

(d) Notwithstanding anything herein to the contrarg 8wing Line Lender shall not be obligated to makg Swing
Line Loans if it has elected after the occurrenfce Default not to make Swing Line Loans and hasfiad the Borrower in writing
or by telephone of such election. The Swing Lieader shall promptly give notice to the Lendersuwath election not to make
Swing Line Loans.

SECTION 2.4 . Continuation and Conversion EledioBy delivering a Continuation/Conversion Noticethe Administrative

Agent on or before 12:00 noon, New York time, dusiness Day, the Borrower may from time to tinmeviocably elect, on not less than
(in the case of a conversion of LIBO Rate LoanBadse Rate Loans) and three (in the case of a e@ttom of LIBO Rate Loans or a
conversion of Base Rate Loans into LIBO Rate Loaws)more than (in each case) five Business Daytica that all, or any portion in an
aggregate minimum amount of $2,000,000 and anraltegultiple of $500,000, in the case of the camdition of, or conversion into, LIBO
Rate Loans, or an aggregate minimum amount of
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$500,000 and an integral multiple thereof, in theecof the conversion into Base Rate Loans (okfzer Bwing Line Loans as provided in
clause (apf Section 2.3.2 be, in the case of Base Rate Loans, convertedLiBO Rate Loans or, in the case of LIBO Rate Ldre
converted into a Base Rate Loan or continued d8@ IRate Loan (in the absence of delivery of a @aration/Conversion Notice with
respect to any LIBO Rate Loan at least three Bgsimays before the last day of the then currestést Period with respect thereto, such
LIBO Rate Loan shall, on such last day, automdsicanvert to a Base Rate Loan); providdtbwever, that (x) each such conversion or
continuation shall be pro rated among the appleabkstanding Loans of the relevant Lenders, apddyportion of the outstanding principal
amount of any Loans may be continued as, or beartew into, LIBO Rate Loans when any Default hasuoed and is continuing.

SECTION 2.5 ._Funding Each Lender may, if it so elects, fulfill itslmgation to make, continue or convert LIBO Rate hsa
hereunder by causing one of its foreign branchesffdrates (or an international banking facilityeated by such Lender) to make or maintain
such LIBO Rate Loan, so long as such action doesasalt in increased costs to the Borrower; predidhowever, that such LIBO Rate
Loan shall nonetheless be deemed to have beenandde be held by such Lender, and the obligatfdheBorrower to repay such LIBO
Rate Loan shall nevertheless be to such Lendah&account of such foreign branch, Affiliate aieimational banking facility; and provided
further, however, that such Lender shall cause such foreign braittiate or international banking facility to copfy with the applicable
provisions of clause (l)f Section 4.6vith respect to such LIBO Rate Loan. In additittre Borrower hereby consents and agrees that, for
purposes of any determination to be made for pepo$ Sections 4.14.2, 4.30r 4.4, it shall be conclusively assumed that each Lender
elected to fund all LIBO Rate Loans by purchasin§.UDollar deposits in its LIBOR Office’s interbaelrodollar market.

SECTION 2.6 ._lIssuance ProcedureBy delivering to the Administrative Agent anuasice Request on or before 12:00 noon, New
York time, on a Business Day, the Borrower mayniftime to time irrevocably request, on not lessitttaee nor more than ten Business
Days’ notice (or such shorter notice as may beabée to the Issuer), in the case of an initisiéace of a Letter of Credit, and not less than
three nor more than ten Business Daysice (unless a shorter notice period is acceptabthe Issuer) prior to the then existing St&rpliry
Date of a Letter of Credit, in the case of a rettmsthe extension of the Stated Expiry Date bktter of Credit, that the Issuer issue, or
extend the Stated Expiry Date of, as the case raagrbirrevocable Letter of Credit for the Borrotgerccount or for the account of any
wholly-owned U.S. Subsidiary of the Borrower thatiparty to the Subsidiary Guaranty and the WW¢u8s Agreement and whose
outstanding Capital Securities is pledged to theniistrative Agent for the benefit of the Lendetsguant to the WWI Pledge Agreement, in
such form as may be requested by the Borrower pprbaed by the Issuer, solely for the purposesritestin Section 7.1.9
Notwithstanding anything to the contrary contaihedein or in any separate application for any leifeCredit, the Borrower herel
acknowledges and agrees that it shall be obligategimburse the Issuer upon each Disbursementeftar of Credit, and it shall be deemed
to be the obligor for purposes of each such Lett&redit issued hereunder (whether the accouny par such Letter of Credit is the
Borrower or a Subsidiary of the Borrower). Uponeipt of an Issuance Request, the Administrativeraghall promptly notify the Issuer
and each Lender thereof. Each Letter of Credit blydts terms be stated to expire on a date (its
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“ Stated Expiry Daté) no later than the earlier to occur of (i) the R&itg Loan Commitment Termination Date or (ii) oresay from the dal
of its issuance. The Issuer will make availabléhbeneficiary thereof the original of each LetteCredit which it issues hereunder.

SECTION 2.6.1 . Other LendemBarticipation. Upon the issuance of each Letter of Credit iddnethe Issuer pursuant hereto (or
the continuation of an Existing Letter of Creditéender), and without further action, each Lendéhndr than the Issuer) that has a Revolving
Loan Commitment shall be deemed to have irrevocpbighased from the Issuer, to the extent of itedtgage to make Revolving Loans,
and the Issuer shall be deemed to have irrevogahhyted and sold to such Lender a participatiogr@st in such Letter of Credit (including
the Contingent Liability and any Reimbursement @dafion and all rights with respect thereto), anchsuender shall, to the extent of its
Revolving Loan Commitment Percentage, be respam$ibblreimbursing promptly (and in any event witbime Business Day) the Issuer for
Reimbursement Obligations which have not been reisgd by the Borrower in accordance with Secti@i32. In addition, such Lender
shall, to the extent of its Percentage to make RegpLoans, be entitled to receive a ratable portof the Letter of Credit fees payable
pursuant to Section 3.3v@lith respect to each Letter of Credit and of intépmyable pursuant to Section @izh respect to any
Reimbursement Obligation. To the extent that aegder has reimbursed the Issuer for a Disburseasergquired by this Section, such
Lender shall be entitled to receive its ratabldiporof any amounts subsequently received (fromBbeower or otherwise) in respect of such
Disbursement.

SECTION 2.6.2 ._Disbursements; Conversion to ReuglLoans. The Issuer will notify the Borrower and the Achisirative Ager
promptly of the presentment for payment of any éretf Credit issued by the Issuer, together witticecof the date (the “ Disbursement Date
") such payment shall be made (each such paymémisbursement). Subject to the terms and provisions of sucttdreof Credit and this
Agreement, the Issuer shall make such paymenttbeheficiary (or its designee) of such Letter oédit. Prior to 12:00 noon, New York
time, on the first Business Day following the Diskement Date (the “ Disbursement Due Dat¢he Borrower will reimburse the
Administrative Agent, for the account of the Issuder all amounts which the Issuer has disbursatkusuch Letter of Credit, together with
interest thereon at the rate per annum otherwiplicaple to Revolving Loans (made as Base Rate $)oiom and including the
Disbursement Date to but excluding the Disburserbemt Date and, thereafter (unless such Disburseimennverted into a Base Rate Loan
on the Disbursement Due Date), at a rate per aregual to the rate per annum then in effect witlppeesto overdue Revolving Loans (made
as Base Rate Loans) pursuant to Section 302 the period from the Disbursement Due Date thhothe date of such reimbursement;
provided, however, that, if no Default shall have then occurred bactontinuing, unless the Borrower has notifiedAdeninistrative Agent
no later than one Business Day prior to the Digtment Due Date that it will reimburse the Issuertlfie applicable Disbursement, then the
amount of the Disbursement shall be deemed toRevalving Loan constituting a Base Rate Loan afidiong the giving of notice thereof
by the Administrative Agent to the Lenders, eachdar with a commitment to make Revolving Loans €otihan the Issuer) will deliver to
the Issuer on the Disbursement Due Date immediatadylable funds in an amount equal to such Lesdeercentage of such Revolving
Loan. Each conversion of Disbursement amountsReteolving Loans shall constitute a representadia warranty by the Borrower that on
the date of the making of such Revolving Loan &the statements set forth in Section 524 true and correct.
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SECTION 2.6.3 ._ReimbursemeniThe obligation (a “ Reimbursement Obligatiymof the Borrower under Section 2.6@
reimburse the Issuer with respect to each Disbugseincluding interest thereon) not converted mt®ase Rate Loan pursuant to
Section 2.6.2 and, upon the failure of the Borrower to reimlgutfse Issuer and the giving of notice thereof leyAldministrative Agent to the
Lenders, each Lender’s (to the extent it has a RagLoan Commitment) obligation under Section.2 reimburse the Issuer or fund its
Percentage of any Disbursement converted into a Rase Loan, shall be absolute and unconditiond¢uany and all circumstances and
irrespective of any setoff, counterclaim or defettspayment which the Borrower or such Lenderhascase may be, may have or have had
against the Issuer or any such Lender, includingdefense based upon the failure of any Disbursetoeronform to the terms of the
applicable Letter of Credit (if, in the Issuer’sagbfaith opinion, such Disbursement is determireelde appropriate) or any non-application or
misapplication by the beneficiary of the proceefisuzh Letter of Credit; providechowever, that after paying in full its Reimbursement
Obligation hereunder, nothing herein shall advgraéfect the right of the Borrower or such Lendes the case may be, to commence any
proceeding against the Issuer for any wrongful Disbment made by the Issuer under a Letter of Casdi result of acts or omissions
constituting gross negligence or willful miscondoatthe part of the Issuer.

SECTION 2.6.4 . Deemed Disbursementdpon the occurrence and during the continuaticany Event of Default of the type
described in Section 9.1d, with notice from the Administrative Agent agiat the direction of the Required Lenders, up@ndtcurrence
and during the continuation of any other Event efduilt,

€)) an amount equal to that portion of all Letter oédit Outstandings attributable to the then aggeegatount which
is undrawn and available under all Letters of Gridiued and outstanding shall, without demand warotice to the Borrower or
any other Person, be deemed to have been paidhmrrded by the Issuer under such Letters of C¢editvithstanding that such
amount may not in fact have been so paid or digol)r&nd

(b) upon natification by the Administrative Agent teetBorrower of its obligations under this Sectidre Borrower
shall be immediately obligated to reimburse theédsg$or the amount deemed to have been so paidlourded by the Issuer.

Any amounts so payable by the Borrower pursuatitisoSection shall be deposited in cash with thenfistrative Agent and held as
collateral security for the Obligations in conneatiwith the Letters of Credit issued by the Issuktsuch time when the Events of Default
giving rise to the deemed disbursements hereurddirtsave been cured or waived, the Administrafigent shall return to the Borrower all
amounts then on deposit with the Administrative Agaursuant to this Section, together with accrinégtest at the Federal Funds Rate,
which have not been applied to the satisfactiosueh Obligations.

SECTION 2.6.5 . Nature of Reimbursement ObligatioThe Borrower and, to the extent set forth int®ec2.6.1, each Lender
with a Revolving Loan Commitment, shall assumeisks of the acts, omissions or misuse of any ke&tt€redit by the beneficiary thereof.
The Issuer (except to the extent of its own greggigence or willful misconduct) shall not be regpible for:
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(@) the form, validity, sufficiency, accuracy, genuiess or legal effect of any Letter of Credit or @ogument
submitted by any party in connection with the agatdiion for and issuance of a Letter of Credit, ewénshould in fact prove to be in
any or all respects invalid, insufficient, inacaerdraudulent or forged;

(b) the form, validity, sufficiency, accuracy, genuieen or legal effect of any instrument transferon@ssigning or
purporting to transfer or assign a Letter of Credithe rights or benefits thereunder or the prdsekereof in whole or in part, which
may prove to be invalid or ineffective for any reas

(c) failure of the beneficiary to comply fully with cditions required in order to demand payment undestter of
Credit;

(d) errors, omissions, interruptions or delays in tnaission or delivery of any messages, by mail, gablegraph,
telex or otherwise; or

(e) any loss or delay in the transmission or otherwfsany document or draft required in order to make
Disbursement under a Letter of Credit.

None of the foregoing shall affect, impair or pnetvthe vesting of any of the rights or powers gedrto the Issuer or any Lender wit
Revolving Loan Commitment hereunder. In furtheemand extension and not in limitation or derogatbany of the foregoing, any action
taken or omitted to be taken by the Issuer in dga@t (and not constituting gross negligence otfulimisconduct) shall be binding upon the
Borrower, each Obligor and each such Lender, aall sbt put the Issuer under any resulting liapiti the Borrower, any Obligor or any
such Lender, as the case may be.

SECTION 2.7 ._Notes Each Lender’'s Loans under a Commitment for anLshall be evidenced, if such Lender shall reqgsa
Note payable to the order of such Lender in a marimprincipal amount equal to such Ler's Percentage of the original applicable
Commitment Amount. All Swing Line Loans made bg $wing Line Lender shall be evidenced by a Swiimg INote payable to the order
the Swing Line Lender in a maximum principal amoequal to the Swing Line Loan Commitment Amounhe Borrower hereby
irrevocably authorizes each Lender to make (oretnde made) appropriate notations on the gratlagid to such Lender’s Notes (or on any
continuation of such grid), which notations, if ,adhall evidence, intatia, the date of, the outstanding principal of, aralitiierest rate ar
Interest Period applicable to the Loans evidenhedeby. Such notations shall be conclusive andignon the Borrower absent manifest
error;_provided however, that the failure of any Lender to make any suatations shall not limit or otherwise affect anyli@ations of the
Borrower or any other Obligor.

SECTION 2.8 ._Registered Notes(a) Any Non-U.S. Lender that could become plately exempt from withholding of any taxes
in respect of payment of any interest due to such-N.S. Lender under this Agreement if the Notdd bg such Lender were in registered
form for U.S. Federal income tax purposes may rsujne Borrower (through the Administrative Agemt)d the Borrower agrees (i) to
exchange for any Notes held by such Lender, otqiiysue to such Lender on the date it becomemaddr, promissory notes(s)
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registered as provided in clause @b}his Section 2.8each a Registered Note). Registered Notes malgsekchanged for Notes that are not
Registered Notes.

(b) The Administrative Agent shall enter, in the Regjisthe name of the registered owner of the Non-UeBder
Obligation(s) evidenced by a Registered Note.

(c) The Register shall be available for inspectioni®/Borrower and any Lender at any reasonable tpoa u
reasonable prior notice.

ARTICLE Il
REPAYMENTS, PREPAYMENTS, INTEREST AND FEES

SECTION 3.1 . Repayments and Prepayments; Apitat

SECTION 3.1.1 ._Repayments and Prepaymentse Borrower shall repay in full the unpaid gipal amount of each Loan, as
applicable, upon the Stated Maturity Date thereferior thereto,

@) the Borrower may, from time to time on any BusinBsy, make a voluntary prepayment, in whole orart,pof
the outstanding principal amount of any

0] Loan (other than Swing Line Loans), providdibwever, that

(A) any such prepayment of the Term Loans and Desididée Term Loans shall be made pata
among such Term Loans and Designated New Term Lafahe same type and if applicable, having theesam
Interest Period as all Lenders that have made Bani Loans or Designated New Term Loans, and acly su
prepayment of Revolving Loans shall be maderptaamong the Revolving Loans of the same type and, if
applicable, having the same Interest Period dsealtlers that have made such Revolving Loans;

(B) the Borrower shall comply with Section 4the event that any LIBO Rate Loan is prepaid on
any day other than the last day of the InteresbBdor such Loan;

© all such voluntary prepayments shall require atlé@ee but no more than five Business Days’
prior written notice to the Administrative Agenfic

(D) all such voluntary partial prepayments shall behancase of LIBO Rate Loans, in an aggregate
minimum amount of $2,000,000 and an integral midtgf $500,000 and, in the case of Base Rate Laarzs)
aggregate minimum amount of $500,000 and an integu#iple thereof; or
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(i) Swing Line Loans, providethat all such voluntary prepayments shall requiiergelephonic notice to
the Swing Line Lender on or before 1:00 p.m., NesvkRtime, on the day of such prepayment (such adtide confirmed
in writing within 24 hours thereafter);

(b) the Borrower shall no later than one Business D#dgwing the receipt by the Borrower or any of 8sbsidiaries
of any Net Disposition Proceeds, deliver to the Addstrative Agent a calculation of the amount oflsiNet Disposition Proceeds
and, subject to the following provisenake a mandatory prepayment of the Term Loaas iamount equal to 100% of such Net
Disposition Proceeds, to be applied as set fortheiction 3.1.2 provided, however, that, at the option of the Borrower and so long
as no Default shall have occurred and be continuigBorrower may use or cause the appropriatsi8ialy to use the Net
Disposition Proceeds to purchase assets usefaéibusiness of the Borrower and its Subsidiarid¢e purchase a majority
controlling interest in a Person owning such assete increase any such controlling interest alyemaintained by it; providedthat
if such Net Disposition Proceeds arise from orratated to a Disposition of assets of a Guarati@n any such reinvestment must
either be made by or in a Guarantor or a Personhwlipon the making of such reinvestment becomesasa@tor (with such assets
or interests collectively referred to as * Qualifidssets’) within 365 days after the consummation (and wfite Net Disposition
Proceeds) of such sale, conveyance or disposéimhjn the event the Borrower elects to exercseght to purchase Qualified
Assets with the Net Disposition Proceeds pursuattiis clause, the Borrower shall deliver a cexdife of an Authorized Officer of
the Borrower to the Administrative Agent within 88ys following the receipt of Net Disposition Preds setting forth the amount
the Net Disposition Proceeds which the Borrowereekpto use to purchase Qualified Assets during 866 day period; provided
further, that the Borrower and its Subsidiaries shall drdypermitted to reinvest Net Disposition Procaad3ualified Assets to the
extent permitted by Section 7.28er the term of this Agreement. If and to theeekthat the Borrower has elected to reinvest Net
Disposition Proceeds as permitted above, then @ddle which is 365 days (in the case of claug@ {Blow) and 370 days (in the
case of clause (b)(ihelow) after the relevant sale, conveyance or disipn, the Borrower shall (i) deliver a certifieadf an
Authorized Officer of the Borrower to the Adminative Agent certifying as to the amount and ussuch Net Disposition Proceeds
actually used to purchase Qualified Assets andi€iiver to the Administrative Agent, for appliaatiin accordance with this clause
and _Section 3.1.2an amount equal to the remaining unused Net Bipn Proceeds;

(©) [INTENTIONALLY OMITTED];
(d) [INTENTIONALLY OMITTED];

(e) the Borrower shall, on each date when any redudtiohe Revolving Loan Commitment Amount shall baeo
effective, including pursuant to Section ®#12Section 3.1.2 make a mandatory prepayment of Revolving Loams(eimecessary)
Swing Line Loans, and (if necessary) deposit with Administrative Agent cash collateral for LetéiCredit Outstandings) in an
aggregate amount equal to the excess, if
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any, of the aggregate outstanding principal amoéatl Revolving Loans, Swing Line Loans and Legtef Credit Outstanding over
the Revolving Loan Commitment Amount as so reduced;

® the Borrower shall, on the Stated Maturity Date anadtach Quarterly Payment Date occurring on anguany
period set forth below, make a scheduled repaymietiie aggregate outstanding principal amount)yf, ®f all Term B Loans in an
amount equal to the amount set forth below oppdls@eStated Maturity Date or such Quarterly Paynite (as such amounts may
have otherwise been reduced pursuant to this Agregiras applicable:

03/31/04 through (and including)
03/31/09 $ 375,000.0

6/30/09 through (and including)

Stated Maturity Dat: $ 35,531,250.0(

provided, thateach remaining amortization amount of Term B Loaewurring after the date of the making of a Desigda
Additional Term B Loan will be increased piataby the aggregate principal amount of any Designatéditional Term B Loan.

(@) [INTENTIONALLY OMITTED]

(h) [INTENTIONALLY OMITTED]

() the Borrower shall, immediately upon any acceleratif the Stated Maturity Date of any Loans or @édgions
pursuant to Section 9¢t Section 9.3 repay all Loans and provide the AdministrativeeAgwith cash collateral in an amount equal
to the Letter of Credit Outstandings, unless, pamstio_Section 9.3only a portion of all Loans and Obligations apeascelerated (in
which case the portion so accelerated shall beegmapd or cash collateralized with the AdministratAgent); and

0 [INTENTIONALLY OMITTED]

(k) the Borrower shall pay the principal amount of Besignated New Term Loans at such times and in aoaunts
as determined pursuant to Section 2.1.6

Each prepayment of any Loans made pursuant t@&#tation shall be without premium or penalty, ex@ptay be required by
Section 4.4 No prepayment of principal of any Revolving Lear Swing Line Loans pursuant to clause{a§ection 3.1.Ehall cause a
reduction in the Revolving Loan Commitment Amounttee Swing Line Loan Commitment Amount, as theeaasty be.

SECTION 3.1.2 ._ Application

€)) Subject to clause (h)each prepayment or repayment of the principahefLoans shall be applied, to the extent of
such prepayment or repayment, firgd the principal amount thereof being maintainedBase Rate Loans or bearing interest with
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reference to the Base Rate, as the case may beeaodd to the principal amount thereof being maintained.IBO Rate Loans or
bearing interest with reference to the LIBO Ratethee case may be.

(b) Each voluntary prepayment of Term Loans and eaepgyment of Term Loans made pursuant to clausef (b)
Section 3.1.khall be applied prmatato a mandatory prepayment of the outstanding gsal@mount of all Term Loans (with the
amount of such prepayment of the Term Loans beapdjed to the remaining Term Loan amortization payts, as the case may be,
required pursuant to clausesdfd (k)of Section 3.1.1 in each case pmatain accordance with the amount of each such remginin
amortization payment), until all such Term Loanséhbeen paid in full.

SECTION 3.2 ._Interest Provisiondnterest on the outstanding principal amourtadns shall accrue and be payable in accordance
with this Section 3.2

SECTION 3.2.1 ._RatesPursuant to an appropriately delivered BorrowRagjuest or Continuation/Conversion Notice, the
Borrower may elect that Loans comprising a Borr@nigcrue interest at a rate per annum:

@) on that portion maintained from time to time asas®Rate Loan, equal to the sum of the Alternase Bate fron
time to time in effect plus the Applicable Margor such Loans; and

(b) on that portion maintained as a LIBO Rate Loanimdueach Interest Period applicable thereto, etqutide sum of
the LIBO Rate (Reserve Adjusted) for such InteRegiod plus the Applicable Margin for such Loans.

All LIBO Rate Loans shall bear interest from andliding the first day of the applicable Interesti®e to (but not including) the last day of
such Interest Period at the interest rate detewiriiseapplicable to such LIBO Rate Loan.

SECTION 3.2.2 ._Podtlaturity Rates After the date any principal amount of any Lahall have become due and payable
(whether on the Stated Maturity Date, upon accet®rar otherwise), or any other monetary Obligat{other than overdue Reimbursement
Obligations which shall bear interest as provide&ection 2.6.2 of the Borrower shall have become due and pay#ideBorrower shall pa
but only to the extent permitted by law, interedtdr as well as before judgment) on such amourdsate per annum equal to:

€)) in the case of any overdue principal amount of Ispawerdue interest thereon, overdue commitmestdeether
overdue amounts owing in respect of Loans or abtbégations (or the related Commitments) underréiqdar Tranche, the rate that
would otherwise be applicable to Base Rate Loangusuch Tranche pursuant to Section 3pkus 2%; and

(b) in the case of overdue monetary Obligations (oth&n as described in clause Jathe Alternate Base Rate plus
4%.
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SECTION 3.2.3 ._Payment Datednterest accrued on each Loan shall be payalitleout duplication:

€)) on the Stated Maturity Date therefor;
(b) on the date of any payment or prepayment, in whpla part, of principal outstanding on such Loan;
(©) with respect to Base Rate Loans, in arrears on @aelnterly Payment Date occurring after the datihefinitial

Borrowing hereunder;

(d) with respect to LIBO Rate Loans, the last day aheapplicable Interest Period (and, if such InteResiod shall
exceed three months, on the third month anniverssych Interest Period);

(e) with respect to any Base Rate Loans convertedlilB® Rate Loans on a day when interest would nbentise
have been payable pursuant to clause ¢o)the date of such conversion; and

® on that portion of any Loans the Stated MaturityeDaf which is accelerated pursuant to Sectioro®.2
Section 9.3 immediately upon such acceleration.

Interest accrued on Loans, Reimbursement Obligatiwrother monetary Obligations arising under &gseement or any other Loan
Document after the date such amount is due andopagahether on the Stated Maturity Date, upon lecagon or otherwise) shall be
payable upon demand.

SECTION 3.3 ._Fees The Borrower agrees to pay the fees set farthis_Section 3.3 All such fees shall be non-refundable.

SECTION 3.3.1 ._Commitment FeeThe Borrower agrees to pay to the Administrafigent for the account of each Lender that
a Revolving Loan Commitment, for the period (inéhglany portion thereof when any of the Lender'smdatments are suspended by reason
of the Borrower’s inability to satisfy any conditi@f Article V) commencing on the Effective Date and continumgugh the Revolving
Loan Commitment Termination Date, a commitmentdethe rate of .375% per annum of the average dailised portion of the Revolving
Loan Commitment Amount. Such commitment fees dtmlbayable by the Borrower in arrears on eacht@uaPayment Date, and on the
Revolving Loan Commitment Termination Date. Theking of Swing Line Loans by the Swing Line Lendkak constitute the usage of the
Revolving Loan Commitment with respect to the Swiitige Lender only and the commitment fees to bel pgithe Borrower to the Lenders
(other than the Swing Line Lender) shall be calkadaand paid accordingly.

SECTION 3.3.2 ._Administrative AgestFee. The Borrower agrees to pay to the Administrafigent, for its own account, the
non-refundable fees in the amounts and on the datdsrth in the applicable Fee Letter.
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SECTION 3.3.3 ._Letter of Credit FeeThe Borrower agrees to pay to the Administrafigent, for the pregataaccount of the
Issuer and each other Lender that has a Revolvirag ICommitment, a Letter of Credit fee in an amauntal to the Applicable Margin per
annum for Revolving Loans that are maintained &0_Rate Loans, multiplied by the aggregate Statewunt of all outstanding Letters of
Credit, such fees being payable quarterly in asreareach Quarterly Payment Date. The Borrowéndéunagrees to pay to the Issuer for its
own account an issuance fee in an amount as atprdsdthe Borrower and the Issuer.

ARTICLE IV
CERTAIN LIBO RATE AND OTHER PROVISIONS

SECTION 4.1 ._LIBO Rate Lending Unlawfullf any Lender shall determine (which determioatshall, upon notice thereof to the
Borrower and the Lenders, be conclusive and bindimthe Borrower) that the introduction of or aimaage in or in the interpretation of any
law makes it unlawful, or any central bank or othevernmental authority asserts that it is unlawfiad such Lender to make, continue or
maintain any Loan as, or to convert any Loan iatb|BO Rate Loan, the obligations of such Lendemske, continue, maintain or convert
any Loans as LIBO Rate Loans shall, upon such ahation, forthwith be suspended until such Lerstell notify the Administrative Agel
that the circumstances causing such suspensioonger exist (with the date of such notice being‘tReinstatement Dat§, and (i) all LIBO
Rate Loans previously made by such Lender shadinaatically convert into Base Rate Loans at thedadrttie then current Interest Periods
with respect thereto or sooner, if required by daghor assertion and (ii) all Loans thereafter mbg such Lender and outstanding prior to
the Reinstatement Date shall be made as Base Rates ] with interest thereon being payable on theesdate that interest is payable with
respect to corresponding Borrowing of LIBO Rate h®anade by Lenders not so affected.

SECTION 4.2 ._Deposits Unavailabldf the Administrative Agent shall have determdribat

€)) U.S. Dollar deposits in the relevant amount andHerrelevant Interest Period are not availabkh¢o
Administrative Agent in its relevant market; or

(b) by reason of circumstances affecting the AdminiisteaAgent’s relevant market, adequate means dexist for
ascertaining the interest rate applicable hereurtdelBO Rate Loans,

then, upon naotice from the Administrative Agenttie Borrower and the Lenders, the obligations lbf @hders under Section 2aBd
Section 2.40 make or continue any Loans as, or to convertlarans into, LIBO Rate Loans shall forthwith be mersded until the
Administrative Agent shall notify the Borrower atite Lenders that the circumstances causing sugessi®n no longer exist.

SECTION 4.3 ._Increased LIBO Rate Loan Costs, efbe Borrower agrees to reimburse each Lendearfgrincrease in the cost to
such Lender of, or any reduction in the amountyf sum receivable by such Lender in respect of,ingalcontinuing or maintaining (or of
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obligation to make, continue or maintain) any Loassor of converting (or of its obligation to centj any Loans into, LIBO Rate Loans
(excluding any amounts, whether or not constitutags, referred to in Section 4.6rising after the date of any change in, or the
introduction, adoption, effectiveness, interpretatireinterpretation or phase-in of, any law outation, directive, guideline, decision or
request (whether or not having the force of lawu§ court, central bank, regulator or other Gonerntal Authority that results in such
increase in cost or reduction in amounts receivableept for such changes with respect to increeapital costs and taxes which are
governed by Sections 4ahd 4.6, respectively. Such Lender shall promptly notifg Administrative Agent and the Borrower in wrgiof
the occurrence of any such event, such noticeate,sh reasonable detail, the reasons therefothenddditional amount required fully to
compensate such Lender for such increased costlaced amount. Such additional amounts shall pahpa by the Borrower directly to st
Lender within five days of its receipt of such metiand such notice shall, in the absence of mgtréfeor, be conclusive and binding on the
Borrower.

SECTION 4.4 ._Funding Lossedn the event any Lender shall incur any losexqrense (including any loss or expense incurred by
reason of the liquidation or reemployment of degsosi other funds acquired by such Lender to medetinue or maintain any portion of the
principal amount of any Loan as, or to convert pastion of the principal amount of any Loan intd,IBO Rate Loan) as a result of

€)) any conversion or repayment or prepayment of tirecipal amount of any LIBO Rate Loans on a datepthan
the scheduled last day of the Interest Period egiplé thereto, whether pursuant to SectioroB dtherwise;

(b) any Loans not being made as LIBO Rate Loans inrdaocae with the Borrowing Request therefor; or

(c) any Loans not being continued as, or converted B0 Rate Loans in accordance with the
Continuation/Conversion Notice therefor,

then, upon the written notice of such Lender toBberower (with a copy to the Administrative Agertt)e Borrower shall, within five days of
its receipt thereof, pay directly to such Lendestsamount as will (in the reasonable determinadiosuch Lender) reimburse such Lender for
such loss or expense. Such written notice (whigl énclude calculations in reasonable detail)lsiathe absence of manifest error, be
conclusive and binding on the Borrower.

SECTION 4.5 . Increased Capital Cost any change in, or the introduction, adoptiefiectiveness, interpretation, reinterpreta
or phase-in of, any law or regulation, directiveidgline, decision or request (whether or not hgire force of law) of any court, central
bank, regulator or other Governmental Authorityeafé or would affect the amount of capital requive@xpected to be maintained by any
Lender or any Person controlling such Lender, amth £ender determines (in its sole and absolueti®on) that the rate of return on its or
such controlling Person’s capital as a consequehite Commitments, participation in Letters of @iteor the Loans made or continued by
such Lender is reduced to a level below that wkiath Lender or such controlling Person could hatéeaed but for the occurrence of any
such circumstance, then, in any such case upooceniotim time to time by such Lender to the
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Borrower shall immediately pay directly to such Henadditional amounts sufficient to compensaté diender or such controlling Person
for such reduction in rate of return. A statenarduch Lender as to any such additional amouahwunts (including calculations thereof in
reasonable detail) shall, in the absence of maréfesr, be conclusive and binding on the Borrowlardetermining such amount, such Ler
may use any method of averaging and attributionitt{an its sole and absolute discretion) shakmeapplicable.

SECTION 4.6 ._Taxes The Borrower covenants and agrees as follows reipect to taxes:

€)) Unless required by law, any and all payments madéd Borrower under this Agreement and each dtban
Document shall be made without setoff, counterclairother defense, and free and clear of, and witbeduction or withholding f
or on account of, any taxes. In the event thattargs are required by law to be deducted or withftem any payment required to
be made by the Borrower to or on behalf of any 8at®arty under any Loan Document, then:

0] subject to clause (felow, if such taxes are Non-Excluded Taxes, thevamt Borrower shall together
with such payment pay an additional amount sog¢hah Secured Party receives free and clear of anyEXcluded Taxes,
the full amount which it would have received if suich deduction or withholding of such Non-Excludedes had been
required; and

(i) the relevant Borrower shall pay to the relevant @omental Authority imposing such taxes the full
amount of the deduction or withholding made by it.

(b) In addition, the Borrower shall pay any and all @tfiaxes imposed to the relevant Governmental Aittho
imposing such Other Taxes in accordance with apipléeclaw.

(c) As promptly as practicable after the payment of taxgs or Other Taxes, and in any event within @fsdf any
such payment being due, the Borrower shall furtosthe Administrative Agent a copy of an officiaceipt (or a certified copy
thereof), evidencing the payment of such taxestbeOraxes. The Administrative Agent shall makpies thereof available to any
Lender upon request therefor.

(d) Subject to clause (Below, the Borrower shall indemnify each SecuredyHar any Non-Excluded Taxes and
Other Taxes levied, imposed or assessed on (antherhar not paid directly by) such Secured Paray trave not been paid
previously by the Borrower (whether or not such Mowluded Taxes or Other Taxes are correctly aallg@sserted by the relevant
Governmental Authority). Promptly upon having kdegge that any such Non-Excluded Taxes or Othee3 &ave been levied,
imposed or assessed, and promptly upon noticeadhkyeany Secured Party, the Borrower shall pay $uen-Excluded Taxes or
Other Taxes directly to the relevant Governmentaharity (_provided however, that no Secured Party shall be under any
obligation to provide any such notice to the Boreov In addition, providethat the Borrower have
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been notified promptly by a relevant Secured Pattich has determined in its sole discretion thisba-Excluded Tax or Other Tax
has been levied, imposed or assessed against saahes Party, each Borrower shall indemnify eaatuBsl Party for any
incremental taxes that may become payable by sactr&d Party as a result of any failure of the 8war to pay any taxes when «
to the appropriate Governmental Authority or todel to the Administrative Agent, pursuant to clays)above, documentation
evidencing the payment of taxes or Other Taxesth Véispect to indemnification for Non-Excluded Tacamd Other Taxes actually
paid by any Secured Party or the indemnificatiavvjated in the immediately preceding sentence, sugdmnification shall be made
within 30 days after the date such Secured Pargemaritten demand therefor. Each Borrower ackedgés that any payment
made to any Secured Party or to any Governmenttdo&ity in respect of the indemnification obligat®of the Borrower provided
in this clause shall constitute a payment in respewhich the provisions of clause @)ove and this clause shall apply.

(e) Each Non-U.S. Lender, on or prior to the date ofclvsuch Non-U.S. Lender becomes a Lender hereyaddr
from time to time thereafter upon the request efBorrower or the Administrative Agent, but only & long as such Non-U.S.
Lender is legally entitled to do so), shall deliteithe Borrower and the Administrative Agent eithe

0] two duly completed copies of either (x) InternavBeue Service Form W-8BEN or (y) Internal Revenue
Service Form W-8ECL, or in either case an appleahbtcessor form, establishing, in either casengtete exemption
from United States federal withholding taxes; or

(i) in the case of a Non-U.S. Lender that is not |ggatititied to deliver either form listed in clau®(i)(x)
above, (x) a certificate of a duly authorized adfiof such Non-U.S. Lender to the effect that SNoh-U.S. Lender is not
(A) a “bank” within the meaning of Section 881(Q({@) of the Code, (B) a “10 percent shareholdertha Borrower within
the meaning of Section 881(c)(3)(B) of the Codg@ra controlled foreign corporation receivingeirgst from a related
person within the meaning of Section 881(c)(3)(Cthe Code (such certificate, an “ Exemption Cerife”) and (y) two
duly completed copies of Internal Revenue Serkimen W-8 or applicable successor form.

® The Borrower shall not be obligated to gross up peyyments to any Lender pursuant to clausalfaye, or to
indemnify any Lender pursuant to clausegbdve, in respect of United States federal withingldaxes to the extent imposed as a
result of (i) the failure of such Lender to deliterthe Borrower the form or forms and/or an ExeémpCertificate, as applicable to
such Lender, pursuant to clause, (&) such form or forms and/or Exemption Certifie not establishing a complete exemption from
U.S. federal withholding tax or the informationaartifications made therein by the Lender beingusbr inaccurate on the date
delivered in any material respect, or (iii) the dendesignating a successor lending office at whinofaintains its Loans which has
the effect of causing such Lender to become oldaj&dr tax payments in excess of
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those in effect immediately prior to such desigmatiprovided however, that a Borrower shall be obligated to gross up an
payments to any such Lender pursuant to claussb@)e, and to indemnify any such Lender pursuaolaiese (dpbove, in respect
of United States federal withholding taxes if (ilyssuch failure to deliver a form or forms or areBption Certificate or the failure
of such form or forms or Exemption Certificate &tablish a complete exemption from U.S. federahkatding tax or inaccuracy or
untruth contained therein resulted from a changminapplicable statute, treaty, regulation or o#pplicable law or any
interpretation of any of the foregoing occurrinteathe date hereof, which change rendered suctdrer longer legally entitled to
deliver such form or forms or Exemption Certificateotherwise ineligible for a complete exemptiooni U.S. federal withholding
tax, or rendered the information or certificationade in such form or forms or Exemption Certificatérue or inaccurate in a
material respect, (ii) the redesignation of theden's lending office was made at the request ofafrthie Borrower or (iii) the
obligation to gross up payments to any such Lepdesuant to clause (apove or to indemnify any such Lender pursuant to
clause (d)s with respect to an Assignee Lender that became&ssignee Lender as a result of an assignmend atatie request of
the Borrower.

(9) If a Secured Party determines in its sole discnetfiat it has received a refund in respect of Naohiled Taxes
that were paid by the Borrower, it shall pay theoant of such refund, together with any other amsyaid by the Borrower in
connection with such refunded Non-Excluded Tax@¢hé Borrower, net of any out-of-pocket expensesiired by such Secured
Party in obtaining such refund, providedowever, that the Borrower agrees to promptly return tm@ant of such refund to such
Secured Party to the extent that such Secured RBamguired to repay such refund to the IRS orathgr tax authority.

SECTION 4.7 ._Payments, Computations, eténless otherwise expressly provided, all paymbwpter on behalf of the Borrower
pursuant to this Agreement, the Notes, each Left@redit or any other Loan Document shall be miagéhe Borrower to the Administrative
Agent for the praataaccount of the Lenders entitled to receive suchmaat. All such payments required to be made tAtiainistrative
Agent shall be made, without setoff, deductionaurderclaim, not later than 12:00 noon, New Yonkej on the date due, in same day or
immediately available funds, to such account agdiministrative Agent shall specify from time toné by notice to the Borrower. Funds
received after that time shall be deemed to haee beceived by the Administrative Agent on the reextceeding Business Day. The
Administrative Agent shall promptly remit in samaydunds to each Lender its share, if any, of uayyments received by the Administrative
Agent for the account of such Lender. All interastl fees shall be computed on the basis of thmbietmber of days (including the first day
but excluding the last day) occurring during thequkfor which such interest or fee is payable cvgear comprised of 360 days (or, in the
case of interest on a Base Rate Loan, 365 daysampropriate, 366 days). Whenever any paymebetmade shall otherwise be due on a
day which is not a Business Day, such payment ¢bedlept as otherwise required by clause{the definition of the term “Interest Period”)
be made on the next succeeding Business Day ahdestension of time shall be included in compuiimtgrest and fees, if any, in conneci
with such payment.
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SECTION 4.8. _Sharing of Paymentdf any Lender shall obtain any payment or otteeovery (whether voluntary, involuntary, by
application of setoff or otherwise) on account wf &oan or Reimbursement Obligation (other tharspant to the terms of Sections 4484
and_4.5) in excess of its proatashare of payments then or therewith obtained bieiders entitled thereto, such Lender shall pugetisom
the other Lenders such participation in Credit Egtens made by them as shall be necessary to saakgurchasing Lender to share the
excess payment or other recovery ratably with @i¢hem; provided however, that if all or any portion of the excess paymanother
recovery is thereafter recovered from such purdgalsender, the purchase shall be rescinded andleaater which has sold a participation
to the purchasing Lender shall repay to the puinbdsender the purchase price to the ratable extestich recovery together with an ama
equal to such selling Lender’s ratable share (aliegrto the proportion of

€)) the amount of such selling Lender’s required repaytnto the purchasing Lender

(b) the total amount so recovered from the purchaserger)

of any interest or other amount paid or payablé¢hieypurchasing Lender in respect of the total arhsamecovered. Each Borrower agrees
that any Lender so purchasing a participation fesrather Lender pursuant to this Section may, tdulest extent permitted by law, exercise
all its rights of payment (including pursuant tacfen 4.9) with respect to such participation as fully asuth Lender were the direct creditor
of the Borrower in the amount of such participatidghunder any applicable bankruptcy, insolvencyther similar law, any Lender receive
secured claim in lieu of a setoff to which this S@&t applies, such Lender shall, to the extentfrable, exercise its rights in respect of such
secured claim in a manner consistent with the sigifithe Lenders entitled under this Section toesirathe benefits of any recovery on such
secured claim.

SECTION 4.9. _Setoff Each Lender shall, upon the occurrence of arfaldiedescribed in clauses (tyough (d)of Section 9.1.9
or, with the consent of the Required Lenders, uperoccurrence of any other Event of Default, héveeright to appropriate and apply to the
payment of the Obligations owing to it (whethemot then due), and (as security for such Obligaji@ach Borrower hereby grants to each
Lender a continuing security interest in, any athtaances, credits, deposits, accounts or mooéttsee Borrower then or thereafter
maintained with or otherwise held by such Lendesvigled, however, that any such appropriation and application dakubject to the
provisions of Section 4.8 Each Lender agrees promptly to notify the Boepand the Administrative Agent after any such f§etad
application made by such Lender; providéawever, that the failure to give such notice shall ndé¢etf the validity of such setoff and
application. The rights of each Lender under 8@stion are in addition to other rights and remeigcluding other rights of setoff under
applicable law or otherwise) which such Lender raye.

SECTION 4.10. _Mitigation Each Lender agrees that if it makes any demangddyment under Sections 4.8.4, 4.5, or 4.6, or if
any adoption or change of the type described in
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Section 4.3shall occur with respect to it, it will use reasbieaefforts (consistent with its internal policydalegal and regulatory restrictions
and so long as such efforts would not be disadgaitas to it, as determined in its sole discretiorgesignate a different lending office if the
making of such a designation would reduce or obuia¢ need for the Borrower to make payments uidetions 4.3 4.4, 4.5, or 4.6, or
would eliminate or reduce the effect of any adaptio change described in Section 4.1

ARTICLE V
CONDITIONS TO EFFECTIVENESS AND TO FUTURE CREDIT BEENSIONS
SECTION 5.1. Conditions Precedent to the Effestass of this Agreement and Making of Credit Extsrs The conditions to

effectiveness of this Agreement and the obligatimithe Lenders to make Loans under this Agreersieall be subject to the prior or
concurrent satisfaction of each of the conditicetsfarth in this Article.

SECTION 5.1.1. _Resolutions, etcThe Administrative Agent shall have receivedvrthe Borrower and SP1 a certificate, dated the
Effective Date, of its Secretary or Assistant Stase(or Authorized Officer serving a similar fuiart, in the case of other than a corporation)
as to:

(@) resolutions of the Borrower’s and SP1’s Board a&biors (or other similar governing body) thenuf force and
effect authorizing, as applicable, the executialivery and performance of this Agreement, the Nated each other Loan Docurr
to be executed by the Borrower and SP1, as apjdicabd

(b) the incumbency and signatures of the Borrower's3Rdl’'s Authorized Officers authorized to executed deliver
this Agreement and each other Loan Document toxbeuted by the Borrower and SP1, as applicable;

upon which certificate each Lender may conclusively until each such Lender shall have receivadther certificate of the Borrower
canceling or amending the prior certificate.

SECTION 5.1.2. _Effective Date CertificateThe Administrative Agent shall have receiveddificate substantially in the form of
Exhibit F hereto, dated the Effective Date and didgcuted and delivered by the chief executiveyfaial or accounting (or equivalent)
Authorized Officer of the Borrower.

SECTION 5.1.3. _Delivery of NotesThe Administrative Agent shall have received,tf@ account of each Lender that has
requested a Note, if any, such Lender’s Note, dubcuted and delivered by an Authorized Officethef Borrower.

SECTION 5.1.4. _Affirmation and ConsenfThe Administrative Agent shall have receivedhfirmation and consent, dated as of
the Effective Date and duly executed by an Authexti©fficer of each Guarantor, in form and substaatisfactory to the Administrative
Agent.
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SECTION 5.1.5. _Opinions of Counsellhe Administrative Agent shall have receivednigmis, dated the Effective Date and
addressed to the Administrative Agent and all Lesdieom:

@) Simpson Thacher & Bartlett LLP, special New Yorkineel to the Borrower, SP1 and each other Obligdgrm
and substance satisfactory to the Administrativemigand

(b) Hunton & Williams, special Virginia counsel to tBerrower, in form and substance satisfactory to the
Administrative Agent.

SECTION 5.1.6. _Required ApprovalsThe Administrative Agent shall be satisfied takitmaterial governmental and third party
approvals necessary or advisable in connectionthéHinancing contemplated hereby and the contopoperations of the Borrower and its
Subsidiaries have been duly obtained and are lifidiude and effect, and that all applicable waitpegiods have expired without any action
being taken or threatened by any competent auyhwtitch would restrain, prevent or otherwise impadegerse conditions on the financing
hereof.

SECTION 5.1.7. _Litigation; ProceedingsThe Administrative Agent shall be satisfied ttiere does not exist any restraining or
injunction or other pending or threatened litigatiproceedings or investigations which (i) contestg aspect of any of the transactions
contemplated by any Loan Documents or (ii) coubtsomably be expected to have a material adverset@iif any of the consolidated
business, financial conditions or results of operet of the Borrower and its Subsidiaries, takea agole.

SECTION 5.1.8. _Subsidiary Guaranty Supplemefhe Administrative Agent shall have receivedipmement to the Subsidiary
Guaranty, dated as of the Effective Date, execatetdelivered by SP1.

SECTION 5.2. _All Credit ExtensionsThe obligation of each Lender and the Issuenate any Credit Extension (but subject to
clauses (band (c)of Section 2.3.3 shall be subject to the satisfaction of eacthefdonditions precedent set forth in this Sectién 5

SECTION 5.2.1. _Compliance with Warranties, No &#f, etc. Both before and after giving effect to any Crdghtension the
following statements shall be true and correct:

@) the representations and warranties set forth ircl&rv/l and in each other Loan Document shall, in each, dase
true and correct in all material respects withgame effect as if then made (unless stated teerstdely to an earlier date, in which
case such representations and warranties shallidéand correct in all material respects as of sacher date);

(b) no material adverse development shall have occumrady litigation, action, proceeding, labor cawtrsy,
arbitration or governmental investigation disclopedsuant to Section 6;7
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(c) the sum of (x) the aggregate outstanding prina@pabdunt of all Revolving Loans and Swing Line Loansl (y) all
Letter of Credit Outstandings does not exceed #oRing Loan Commitment Amount; and

(d) no Default shall have then occurred and be contgui

SECTION 5.2.2. _Credit Extension Reque&the Administrative Agent shall have receivedarBwing Request, if Loans (other
than Swing Line Loans) are being requested, ossmance Request, if a Letter of Credit is beinggdsr extended. Each of the delivery of a
Borrowing Request or an Issuance Request and tieptance by the Borrower of the proceeds of sueldiCExtension shall constitute a
representation and warranty by the Borrower thaherdate of such Credit Extension (both immedjdbelfore and after giving effect to such
Credit Extension and the application of the prosebédreof) the statements made in Section Su# Irue and correct.

SECTION 5.2.3. _Satisfactory Legal FornAll documents executed or submitted pursuargtbhdsy or on behalf of the Borrower or
any of its Subsidiaries or any other Obligors shalfeasonably satisfactory in form and substamtleet Administrative Agent and its coun:
the Administrative Agent and its counsel shall heaeeived all information, as the Administrativeeig or its counsel may reasonably
request.

ARTICLE VI
REPRESENTATIONS AND WARRANTIES

In order to induce the Lenders, the Issuer and\tministrative Agent to enter into this Agreemesuntinue the Existing Letters of
Credit as Letters of Credit hereunder and to malesliCExtensions hereunder, the Borrower represemdswvarrants unto the Administrative
Agent, the Issuer and each Lender as set forthisnArticle VI .

SECTION 6.1. _Organization, etcThe Borrower and each of its Subsidiaries (@) ¢erporation validly organized and existing and
in good standing under the laws of the jurisdictidiits incorporation, is duly qualified to do basess and is in good standing as a foreign
corporation in each jurisdiction where the naturégsobusiness requires such qualification, extephe extent that the failure to qualify wol
not reasonably be expected to result in a Matédserse Effect, and (b) has full power and autlyaaitd holds all requisite governmental
licenses, permits and other approvals to (x) énterand perform its Obligations under this Agreeméhe Notes and each other Loan
Document to which it is a party and (y) own anddhahder lease its property and to conduct its lssisubstantially as currently conducted
by it except, in the case of this clause (b)(Where the failure could not reasonably be expkiigesult in a Material Adverse Effect.

SECTION 6.2. _Due Authorization, NgDontravention, etc. The execution, delivery and performance by ther®wer of this
Agreement, the Notes and each other Loan Docunxecuged or to be executed by it, and the executielivery and performance by each
other Obligor of each Loan Document executed dretexecuted by it and the Borrower are within
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each such Obligor’s corporate powers, have begnalithorized by all necessary corporate action,candot
€)) contravene any such Obligor’s Organic Documents;

(b) contravene any contractual restriction, law or goreental regulation or court decree or order bigdin or
affecting any such Obligor, where such contraventiodividually or in the aggregate, could reasdydle expected to have a
Material Adverse Effect; or

(c) result in, or require the creation or impositionary Lien on any of the Obliga’properties, except pursuant to
terms of a Loan Document.

SECTION 6.3. _Government Approval, Regulation, edo authorization or approval or other action dyg no notice to or filing
with, any governmental authority or regulatory baayother Person, is required for the due executetivery or performance by any Obligor
of this Agreement, the Notes or any other Loan Doent to which it is a party, except as have bedy ahtained or made and are in full fo
and effect or those which the failure to obtaimake could not reasonably be expected to have ardbAdverse Effect. Neither the
Borrower nor any of its Subsidiaries is an “investrhcompany” within the meaning of the Investmeatpany Act of 1940, as amended, or
a “holding company”, or a “subsidiary company” oftmlding company”, or an “affiliate” of a “holdingompany” or of a “subsidiary
company” of a “holding company”, within the meaniofgthe Public Utility Holding Company Act of 193&s amended.

SECTION 6.4. Validity, etc. This Agreement constitutes, and the Notes anld etier Loan Document executed by any Obligor
will, on the due execution and delivery thereofistitute, the legal, valid and binding obligatiarissuch Obligor enforceable in accordance
with their respective terms; in each case with eesfo this Section 6.gubject to the effects of bankruptcy, insolvencgutiulent conveyanc
reorganization, moratorium and other similar laglating to or affecting creditors’ rights generaliyeneral equitable principles (whether
considered in a proceeding in equity or at law) andmplied covenant of good faith and fair dealing

SECTION 6.5. [INTENTIONALLY OMITTED]

SECTION 6.6. _No Material Adverse Chang&ince December 28, 2002, there has been noialatdverse change in the financial
condition, operations, assets, business or pregeofithe Borrower and its Subsidiaries, takenwahale.

SECTION 6.7. _Litigation, Labor Controversies,.efthere is no pending or, to the knowledge of tber®wer, threatened litigatio
action, proceeding, labor controversy arbitratiog@vernmental investigation affecting any Obligarany of their respective properties,
businesses, assets or revenues, which (a) colddnahly be expected to result in a Material Advéiffect, or (b) purports to affect the
legality, validity or enforceability of the issuzof the Senior Subordinated Notes, this AgreentiatNotes or any other Loan Document,
except as disclosed in Iltem §:Zitigation”) of the Disclosure Schedule.
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SECTION 6.8. _SubsidiariesThe Borrower has no Subsidiaries, except thobsiSiaries

(@) which are identified in Item 6.8Existing Subsidiaries”) of the Disclosure Scheajudr

(b) which are permitted to have been acquired in acowe with Section 7.26r 7.2.8.

SECTION 6.9. _Ownership of Propertiehe Borrower and each of its Subsidiaries owodgtitle to all of their properties and
assets (other than insignificant properties andtagseal and personal, tangible and intangildlanyg nature whatsoever (including patents,
trademarks, trade names, service marks and copgyidiee and clear of all Liens or material claifimluding material infringement claims
with respect to patents, trademarks, copyrightsthadike) except as permitted pursuant to Secti@r3.

SECTION 6.10. _Taxes The Borrower and each of its Subsidiaries Hed fill Federal, State, foreign and other mateaiaketurns
and reports required by law to have been filedtlayd has paid all taxes and governmental chahgeslty shown to be owing, except any
such taxes or charges which are being contestgdadd faith by appropriate proceedings and for wlaidaquate reserves in accordance with
GAAP shall have been set aside on its books.

SECTION 6.11. _Pension and Welfare Plarido Pension Plan has been terminated that hakeésn a liability to the Borrower of
more than $5,000,000, and no contribution failuae bccurred with respect to any Pension Plan sefffi¢o give rise to a Lien under
section 302(f) of ERISA in excess of $5,000,00( d¥ndition exists or event or transaction has weduwith respect to any Pension Plan
which could reasonably be expected to result irirtherrence by the Borrower of any material liglilifine or penalty other than such
condition, event or transaction which would nots@sably be expected to have a Material AdversecEffExcept as disclosed in Item 6.1
Employee Benefit Plan§ of the Disclosure Schedule, since the date efiéist financial statement of the Borrower, therBaer has not
materially increased any contingent liability witspect to any post-retirement benefit under a &velPlan, other than liability for
continuation coverage described in Part 6 of Setifitof Title | of ERISA.

SECTION 6.12. _Environmental WarrantiegExcept as set forth in Item 6.{2Environmental Matter$) of the Disclosure
Schedule or as, individually or in the aggregatelld not reasonably be expected to have a Matkdaérse Effect:

€)) all facilities and property (including underlyingogindwater) owned or leased by the Borrower ordrits
Subsidiaries have been, and continue to be, ownkxzhsed by the Borrower and its Subsidiaries mmlaance with all
Environmental Laws;

(b) there have been no past, and there are no pendthgeatened

0] written claims, complaints, notices or requestdriformation received by the Borrower or any of its
Subsidiaries with respect to any alleged violatbany Environmental Law, or
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(i) written complaints, notices or inquiries to the Baver or any of its Subsidiaries regarding poténtia
liability under any Environmental Law;

(c) to the best knowledge of the Borrower, there haaentno Releases of Hazardous Materials at, onderuamy
property now or previously owned or leased by ther@wver or any of its Subsidiaries;

(d) the Borrower and its Subsidiaries have been isanddare in compliance with all permits, certifisatapprovals,
licenses and other authorizations relating to emvirental matters and necessary or desirable forbdbsinesses;

(e) no property now or previously owned or leased leyBbrrower or any of its Subsidiaries is listedtorthe
knowledge of the Borrower or any of its Subsidigrigroposed for listing (with respect to owned grtyponly) on the National
Priorities List pursuant to CERCLA, on the CERCIdiSon any similar state list of sites requiringestigation or clean-up;

® to the best knowledge of the Borrower, there aramaerground storage tanks, active or abandoneldidimg
petroleum storage tanks, on or under any propenty ar previously owned or leased by the Borroweamy of its Subsidiaries;

(9) the Borrower and its Subsidiaries have not diretttipsported or directly arranged for the transgiamh of any
Hazardous Material to any location (i) which igdi or to the knowledge of the Borrower or anytefJubsidiaries, proposed for
listing on the National Priorities List pursuantG&RCLA, on the CERCLIS or on any similar staté ks (ii) which is the subject of
federal, state or local enforcement actions orrathesstigations;

(h) to the best knowledge of the Borrower, there arpaigchlorinated biphenyls or friable asbestos @ne¢n a
manner or condition at any property now or previposvned or leased by the Borrower or any of itbSdiaries; and

0] to the best knowledge of the Borrower, no condgierist at, on or under any property now or presipowned o
leased by the Borrower or any of its Subsidiaribgcty, with the passage of time, or the giving dficeor both, would give rise to
liability under any Environmental Law.

SECTION 6.13. _Regulations U and. XNo Obligor is engaged in the business of extapdredit for the purpose of purchasing or

carrying margin stock, and no proceeds of any Ckediensions will be used to purchase or carry mastpck or otherwise for a purpose
which violates, or would be inconsistent with, SRBoard Regulation U or Regulation X. Terms féwichh meanings are provided in F.R.S.
Board Regulation U or Regulation X or any regulasisubstituted therefor, as from time to time fedf are used in this Section with such
meanings.

SECTION 6.14. _Accuracy of InformationAll material factual information concerning tfieancial condition, operations or

prospects of the Borrower and its Subsidiariestbéyee or contemporaneously furnished by or on Betiahe Borrower in writing to the
Administrative
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Agent, the Issuer or any Lender for purposes a@f @onnection with this Agreement or any transactontemplated hereby is, and all other
such factual information hereafter furnished bywobehalf of the Borrower to the Administrative Agethe Issuer or any Lender will be, true
and accurate in every material respect on theatatd which such information is dated or certifeed! such information is not, or shall not be,
as the case may be, incomplete by omitting to stayematerial fact necessary to make such infoomatbt misleading.

Any term or provision of this Section to the congraotwithstanding, insofar as any of the factuébrmation described above
includes assumptions, estimates, projections ari@p$, no representation or warranty is made hevémrespect thereto; provided
however, that to the extent any such assumptions, estéinptejections or opinions are based on factualergtthe Borrower has reviewed
such factual matters and nothing has come totist@in in the context of such review which wouwddd it to believe that such factual matters
were not or are not true and correct in all mateespects or that such factual matters omit ttestay material fact necessary to make such
assumptions, estimates, projections or opinionsmsieading in any material respect.

SECTION 6.15. _Seniority of Obligations, etdhe Borrower has the power and authority to irtberSubordinated Debt as
provided for under the Senior Subordinated Noteirtdre or any other indenture applicable theretbres duly authorized, executed and
delivered the Senior Subordinated Note Indentucesaich other indentures applicable thereto. ThedBer has issued, pursuant to due
authorization, the Senior Subordinated Notes uttde6enior Subordinated Note Indenture and any &hbordinated Debt under the
indenture applicable thereto. The Senior Subotdih&lote Indenture and each other indenture afpéida any other Subordinated Debt
constitutes the legal, valid and binding obligasiarfi the Borrower enforceable against the Borraw@ccordance with its respective terms,
subject to the effects of bankruptcy, insolvencguéiulent conveyance, reorganization, moratoriuchaher similar laws relating to or
affecting creditors’ rights generally, general ¢ghie principles (whether considered in a procegdirequity or at law) and an implied
covenant of good faith and fair dealing. The sdbwation provisions of the Senior Subordinated N@ted any other Subordinated Debt and
contained in the Senior Subordinated Note Inderdackany other indenture applicable to any oth&o&linated Debt are enforceable age
the holders of the Senior Subordinated Notes agdtrer Subordinated Debt by the holder of any &bt (or similar term referring to
the Obligations, as applicable) in the Senior Sdimated Note Indenture and such other Indenturéhwias not effectively waived the
benefits thereof. All monetary Obligations, indluglthose to pay principal of and interest (inchglpost-petition interest, whether or not
permitted as a claim) on the Loans and Reimbursefbligations, and fees and expenses in connettienewith, constitute “Senior
Debt” (or similar term referring to the Obligations, aplgable) in the Senior Subordinated Note Indenturd any other indenture applica
to any other Subordinated Debt, and all such Otitiga are entitled to the benefits of the subortiimacreated by the Senior Subordinated
Note Indenture and any other indenture applicabkny other Subordinated Debt. The Borrower ackedges that the Administrative Age
and each Lender is entering into this Agreement,isextending its Commitments, in reliance upanghbordination provisions of (or to be
contained in) the Senior Subordinated Note Indentilre Senior Subordinated Notes and this Section.
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SECTION 6.16. _Solvency The incurrence of the Credit Extensions hereyritie incurrence by the Borrower of the Indebtadne
represented by the Notes and the execution andedglof the Guaranties by the Obligors partiesdterwill not involve or result in any
fraudulent transfer or fraudulent conveyance utidemprovisions of Section 548 of the Bankruptcy €6l U.S.C. 8101 skeq., as from tim
to time hereafter amended, and any successor dasstatute) or any applicable state law respgdiiaudulent transfers or fraudulent
conveyances. The Borrower and each of its Sub&@dis&s Solvent.

ARTICLE VI
COVENANTS
SECTION 7.1. _Affirmative CovenantsThe Borrower agrees with the Administrative Agee Issuer and each Lender that, until

all Commitments have terminated, all Letters ofdlirbave terminated or expired and all Obligatibase been paid and performed in full,
Borrower will perform its obligations set forth boel.

SECTION 7.1.1. Financial Information, Reports tises, etc. The Borrower will furnish to each Lender, theussand the
Administrative Agent copies of the following finaatstatements, reports, notices and information:

€)) as soon as available and in any event within 6@ dfter the end of each Fiscal Quarter of eachaFi¥éear of the
Borrower (or, if the Borrower is required to filach information on a Form 10-Q with the Securigesl Exchange Commission,
promptly following such filing), a consolidated bate sheet of the Borrower and its Subsidiariex # end of such Fiscal Quart
together with the related consolidated statemeertafings and cash flow for such Fiscal Quarterfanthe period commencing at
the end of the previous Fiscal Year and ending thi¢hend of such Fiscal Quarter (it being undestbat the foregoing requirement
may be satisfied by delivery of the Borrower’s reio the Securities and Exchange Commission omH@-Q), certified by the
chief financial Authorized Officer of the Borrower;

(b) as soon as available and in any event within 13@ déter the end of each Fiscal Year of the Borrdjeg if the
Borrower is required to file such information off@rm 10K with the Securities and Exchange Commission, jtbnfollowing suct
filing), a copy of the annual audit report for sukiscal Year for the Borrower and its Subsidiariasluding therein a consolidated
balance sheet for the Borrower and its Subsidiasesf the end of such Fiscal Year, together wighrelated consolidated statement
of earnings and cash flow of the Borrower and itbsidiaries for such Fiscal Year (it being undesdtthat the foregoing
requirement may be satisfied by delivery of therBaer’s report to the Securities and Exchange Casimn on Form 1), in eact
case certified (without any Impermissible Qualifioa) by PricewaterhouseCoopers LLP or another ‘Bigr” firm, together with a
certificate from such accountants to the effect, timamaking the examination necessary for theiegof such annual report by such
accountants, they have not become aware of anyulDéfat has occurred and is
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continuing, or, if they have become aware of suefablt, describing such Default and the stepsnyf &eing taken to cure it;

(c) together with the delivery of the financial infortive required pursuant to clauses day (b), a Compliance
Certificate, in substantially the form of Exhibit, Executed by the chief financial Authorized Officd the Borrower, showing (in
reasonable detail and with appropriate calculateord computations in all respects satisfactorjhéoAdministrative Agent)
compliance with the financial covenants set fontisection 7.2.4

(d) as soon as possible and in any event within threstn@ss Days after obtaining knowledge of the aetwwe of
each Default, a statement of the chief financialhduzed Officer of the Borrower setting forth détaf such Default and the action
which the Borrower has taken and proposes to takerespect thereto;

(e) as soon as possible and in any event within fiveilBass Days after (x) the occurrence of any madtadieerse
development with respect to any litigation, actiprgceeding, or labor controversy described iniSed@.7and the action which the
Borrower has taken and proposes to take with réspereto or (y) the commencement of any laborroetrsy, litigation, action,
proceeding of the type described in Section, ®\@tice thereof and of the action which the BoreoWwas taken and proposes to take
with respect thereto;

® promptly after the sending or filing thereof, capi all reports and registration statements whkhehBorrower or
any of its Subsidiaries files with the Securitiesl &xchange Commission or any national securitie@nge or any foreign
equivalent;

(9) as soon as practicable after the chief financifid@f or the chief executive officer of the Borrawer a member of
the Borrower’s Controlled Group becomes aware)db¢imal steps in writing to terminate any Pend®dan or (ii) the occurrence of
any event with respect to a Pension Plan whicthercase of (i) or (ii), could reasonably be expéddb result in a contribution to
such Pension Plan by (or a liability to) the Boreswer a member of the Borrower’s Controlled Grougxcess of $5,000,000,

(iii) the failure to make a required contributianany Pension Plan if such failure is sufficiengiee rise to a Lien under section 302
(f) of ERISA, (iv) the taking of any action withgpect to a Pension Plan which could reasonablykpected to result in the
requirement that the Borrower furnish a bond toRB&C or such Pension Plan or (v) any materiakiase in the contingent liability
of the Borrower with respect to any post-retireméteifare Plan benefit, notice thereof and copiealliddlocumentation relating
thereto;

(h) promptly following the delivery or receipt, as tb@&se may be, of any material written notice or camication
pursuant to or in connection with the Senior Sulmaigd Note Indenture or any of the Senior Subartdith Notes, a copy of such
notice or communication; and

61




0] such other information respecting the conditiomperations, financial or otherwise, of the Borroweany of its
Subsidiaries as any Lender or the Issuer may fiora to time reasonably request.

SECTION 7.1.2. _Compliance with Laws, et@.he Borrower will, and will cause each of its Sidaries to, comply in all material
respects with all applicable laws, rules, reguteiand orders, such compliance to include:

(@) the maintenance and preservation of its corpopdgtemce and qualification as a foreign corporatexcept wher
the failure to so qualify could not reasonably kpexted to have a Material Adverse Effect; and

(b) the payment, before the same become delinqueatl wfaterial taxes, assessments and governmeragjeh
imposed upon it or upon its property except togkient being contested in good faith by appropmateeedings and for which
adequate reserves in accordance with GAAP sha#l baen set aside on its books.

SECTION 7.1.3. _Maintenance of PropertieShe Borrower will, and will cause each of itsSigliaries to, maintain, preserve,
protect and keep its properties (other than infiicarit properties) in good repair, working ordedaondition (ordinary wear and tear
excepted), and make necessary and proper reaisyals and replacements so that its businesgdamiin connection therewith may be

properly conducted at all times unless the Borrogetermines in good faith that the continued maiabee of any of its properties is no
longer economically desirable.

SECTION 7.1.4. InsuranceThe Borrower will, and will cause each of itsbSidiaries to,

(@) maintain insurance on its property with financiadtyund and reputable insurance companies agasssafal
damage in at least the amounts (and with only theskictibles) customarily maintained, and againshsisks as are typically

insured against in the same general area, by Peeda@omparable size engaged in the same or simiksiness as the Borrower and
its Subsidiaries; and

(b) maintain all worker’s compensation, employer’s ilig@pinsurance or similar insurance as may be nesglunder
the laws of any state or jurisdiction in which iaynbe engaged in business.

Without limiting the foregoing, all insurance paés required pursuant to this Section shall (i) edahe Administrative Agent on behalf of
Secured Parties as mortgagee (in the case of pydpsurance) or additional insured (in the caskadiflity insurance), as applicable, and
provide that no cancellation or modification of faicies will be made without thirty days’ prioritten notice to the Administrative Agent
and (ii) be in addition to any requirements to neimspecific types of insurance contained in ttheepLoan Documents.

SECTION 7.1.5. Books and Record3he Borrower will, and will cause each of itsdSidiaries to, keep books and records which
accurately reflect in all material respects alitetbusiness affairs and transactions and permiftiministrative Agent, the Issuer and each
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Lender or any of their respective representatisesgasonable times and intervals, and upon rebkonatice, to visit all of its offices, to
discuss its financial matters with its officers andependent public accountant (and the Borroweglheauthorizes such independent public
accountant to discuss the Borrower’s financial erattvith the Issuer and each Lender or its reptatees whether or not any representative
of the Borrower is present) and to examine, andqaopy extracts from, any of its books or othepooate records.

SECTION 7.1.6. Environmental Covenanthe Borrower will, and will cause each of itsbSidliaries to,

(@) use and operate all of its facilities and propsritecompliance with all Environmental Laws, kedmacessary
permits, approvals, certificates, licenses andrahéhorizations relating to environmental mattarsffect and remain in compliance
therewith, and handle all Hazardous Materials imgiance with all applicable Environmental Lawsgimch case except where the
failure to comply with the terms of this clause kcboot reasonably be expected to have a Materiabfsk Effect;

(b) promptly notify the Administrative Agent and proeidopies of all written claims, complaints, notioesnquiries
relating to the condition of its facilities and peosties or compliance with Environmental Laws whietate to environmental matters
which would have, or would reasonably be expeatdthive, a Material Adverse Effect, and promptlyecamd have dismissed with
prejudice any material actions and proceedingsinglao compliance with Environmental Laws, excepthe extent being diligently
contested in good faith by appropriate proceedargsfor which adequate reserves in accordance®MAP have been set aside on
their books; and

(c) provide such information and certifications whible tAdministrative Agent may reasonably request ftione to
time to evidence compliance with this Section 7.1.6

SECTION 7.1.7. _Future SubsidiariedJpon any Person becoming a Subsidiary of thedar, or upon the Borrower or any of its
Subsidiaries acquiring additional Capital Secuwsiti¢ any existing Subsidiary, the Borrower shatifgdhe Administrative Agent of such
acquisition, and

€)) the Borrower shall promptly cause such Subsidiagxecute and deliver to the Administrative Agevith
counterparts for each Lender, (i) if such Subsidisra U.S. Subsidiary or a U.K. Subsidiary, a $epnt to the Subsidiary Guara
or, if such Subsidiary is an Australian Subsidiagupplement to the Australian Guaranty, (iiui€ls a Subsidiary is a U.S.
Subsidiary, a supplement to the WWI Security Agreetor, if such Subsidiary is an Australian Sulzsigiia supplement to the
Australian Security Agreement or if such Subsidiarg U.K. Subsidiary, a security agreement sulisdnin the form of the U.K.
Security Agreement and (iii) if such Subsidiaraitl.S. Subsidiary, a U.K. Subsidiary or an Ausaralsubsidiary and owns any real
property having a value as determined in good fajtthe Administrative Agent in excess of $2,000,080 Mortgage, together with
acknowledgment copies of Uniform Commercial Coderficing statements (form UCC-1) executed and delivby the Subsidiary
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naming the Subsidiary as the debtor and the Adtnaige Agent as the secured party, or other sinilstruments or documents,
filed under the Uniform Commercial Code and anyeotipplicable recording statutes, in the casealfpmperty, of all jurisdictions
as may be necessary or, in the opinion of the Adtnative Agent, desirable to perfect the secuntgrest of the Administrative
Agent pursuant to the applicable Security Agreenoet Mortgage, as the case may be; and

(b) the Borrower shall promptly deliver, or cause tadeévered, to the Administrative Agent under aglament to
the WWI Pledge Agreement (or, if such SubsidiargrisAustralian Subsidiary, a supplement to the waliah Pledge Agreement o1
such Subsidiary is a U.K. Subsidiary, a pledge @gent substantially in the form of the U.K. Pledggeement), certificates (if an
representing all of the issued and outstandingeshalr Capital Securities of such Subsidiary (togkient required to be delivered
pursuant to the applicable Pledge Agreement) oviayetie Borrower or any of its Subsidiaries, asahge may be, along with
undated stock powers for such certificates, execimtdlank, or, if any securities subject therat® ancertificated securities,
confirmation and evidence satisfactory to the Adstrative Agent that appropriate book entries Hawen made in the relevant bo
or records of a financial intermediary or the issafesuch securities, as the case may be, unddicable law resulting in the
perfection of the security interest granted in favbthe Administrative Agent pursuant to the terofishe applicable Pledge
Agreement; providedthat notwithstanding anything to the contrarygieior in any Loan Document, in no event shall ntbhemn
65% of the Capital Securities of any non-GuaraBtasidiary be required to be pledged and in noteskeall non-Guarantor
Subsidiaries (other than SP1) be required to plé&dipstal Securities of its Subsidiaries, togethegach case, with such opinions, in
form and substance and from counsel satisfactotyegddministrative Agent, as the Administrativeelg may reasonably require.

SECTION 7.1.8. _Future Leased Property and Fulgrpiisitions of Real Property

(@) Prior to entering into any new lease of real prgper renewing any existing lease of real propeitig, Borrower
shall, and shall cause each of its U.S. Subsidianl each of the other Guarantor’s to, use it {{a@ir) best efforts (which shall not
require the expenditure of cash or the making gfraaterial concessions under the relevant leasd¢lteer to the Administrative
Agent a Waiver executed by the lessor of any regbgrty that is to be leased by the Borrower oraiiys U.S. Subsidiaries or any
of the other Guarantors for a term in excess ofy@a& in any state which by statute grants sudotes “landlord’s” ¢r similar) Lien
which is superior to the Administrative Agent's,thee extent the value of any personal properthefBorrower or its U.S.
Subsidiaries or any of the other Guarantors todie &t such leased property exceeds (or it is ipatied that the value of such
personal property will, at any point in time durithg term of such leasehold term, exceed) $5,000,00

(b) In the event that the Borrower or any of its U.8bSdiaries or any of the other Guarantors shajuae any real
property having a value as determined in good fajtthe Administrative Agent in excess of $2,000,0de Borrower or the
applicable
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Subsidiary shall, promptly after such acquisitierecute a Mortgage and provide the Administratiget with

0] evidence of the completion (or satisfactory arramgets for the completion) of all recordings anoh§jb
of such Mortgage as may be necessary or, in treonadle opinion of the Administrative Agent, desieseffectively to
create a valid, perfected first priority Lien, sedfjto Liens permitted by Section 7.2 8gainst the properties purported to be
covered thereby;

(i) mortgagee’s title insurance policies in favor af thdministrative Agent and the Lenders in amount a
in form and substance and issued by insurers, neabpsatisfactory to the Administrative Agent, mwespect to the
property purported to be covered by such Mortgatgeiring that title to such property is marketaduhel that the interests
created by the Mortgage constitute valid first Isehereon free and clear of all defects and encandes other than as
approved by the Administrative Agent, and suchgied shall also include a revolving credit endomenand such other
endorsements as the Administrative Agent shallesgjand shall be accompanied by evidence of thexgatin full of all
premiums thereon; and

(iii) such other approvals, opinions, or documents agdmainistrative Agent may reasonably request.

SECTION 7.1.9. _Use of Proceeds, efthe proceeds of the Credit Extensions shall Ipfieghby the Borrower as follows:

€)) the proceeds of the Term B Loans and Revolving Eadrall be applied by the Borrower (i) to fund @rent
Refinancing and (ii) to finance the payment of fibees and expenses related to the Current Refingnaird

(b) the proceeds of all other Revolving Loans, Swingellioans and any Term Loans incurred pursuant to
Section 2.1.6 and the issuance of Letters of Credit from timérhe, shall be used for working capital and geheorporate
purposes of the Borrower and its U.S. Subsidianelsiding the redemption or repurchase of SenidroBdinated Notes.

SECTION 7.2 ._Negative Covenantd he Borrower agrees with the Administrative Agé¢he Issuer and each Lender that, until all
Commitments have terminated, all Letters of Crhdite terminated or expired and all Obligations Haeen paid and performed in full, the
Borrower will perform the obligations set forthtinis Section 7.2

SECTION 7.2.1. _Business ActivitiesThe Borrower will not, and will not permit anyits Subsidiaries to, engage in any business
activity, except business activities of the typevimich the Borrower and its Subsidiaries are endamethe Effective Date and such activities
as may be incidental, similar or related thereto.

65




SECTION 7.2.2. _IndebtednessThe Borrower will not, and will not permit any its Subsidiaries to, create, incur, assume desuf
to exist or otherwise become or be liable in resp&any Indebtedness, other than, without dupbegtthe following:

€)) Indebtedness in respect of the Credit Extensiodso#tmer Obligations;

(b) [INTENTIONALLY OMITTED];

(c) Indebtedness identified in Item 7.2.2(8pngoing Indebtednessdf the Disclosure Schedule, and any Refinan
Indebtedness;
(d) to the extent not prohibited in whole or in partthg terms of the Senior Subordinated Note Indentur

Indebtedness incurred by the Borrower or any dsitbsidiaries (other than SP1) (i) (x) to any Pers@viding financing for the
acquisition of any assets permitted to be acquireduant to Section 7.2t8 finance its acquisition of such assets andr(ygspect
of Capitalized Lease Liabilities (but only to thdent otherwise permitted by Section 7.2id an aggregate amount for clauses (x)
and_(y)not to exceed $5,000,000 at any time and (ii) ftone to time for general corporate purposes in aimam aggregate
amount of all Indebtedness incurred pursuant ®@dlause (iinot at any time to exceed $15,000,000 tessthen aggregate

outstanding Indebtedness of Subsidiaries whicmat&uarantors permitted under cla(gii) below;
(e) Hedging Obligations of the Borrower or any of itgSidiaries;
® intercompany Indebtedness of the Borrower owingrty of its Subsidiaries or any Subsidiary of therBaer

(other than SP1 or the Designated Subsidiary) owartge Borrower or any other Subsidiary of therBaser or of the Borrower to
any Subsidiary of the Borrower, which Indebtedness

0] if between Guarantors shall be evidenced by omeare promissory notes in form and substance
satisfactory to the Administrative Agent which hdeen duly executed and delivered to (and enddestte order of) the
Administrative Agent in pledge pursuant to a supyat to the applicable Pledge Agreement;

(i) if between Guarantors (other than Indebtednessriediy the Borrower) shall, except in the case of
Indebtedness of the Borrower owing to any of itbsidiaries, not be forgiven or otherwise discharfpediny consideration
other than payment in cash in the currency in whkiath Indebtedness was loaned or advanced unkegsithinistrative
Agent otherwise consents; and

(iii) owing by Subsidiaries which are not Guarantors tai@ntors shall not exceed $15,000,000 in the
aggregate at any time outstanding;

(9) unsecured Subordinated Debt of the Borrower iméral aggregate outstanding principal amount nagxceed th
sum of $200,000,000;
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(h) Indebtedness of Non-Guarantor Subsidiaries to Guarsto the extent permitted as Investments uddeise (h)
of Section 7.2.5

0] each Subordinated Guaranty;

)] (i) guarantees by the Borrower or any Guarant@myf Indebtedness of the Borrower or any Guaramadr(i&)
guarantees by any Subsidiary that is not a Guaraftany Indebtedness of any other Subsidiaryithabt a Guarantor and (jii)
guarantees by the Borrower or any Guarantor ofienrsgcured Indebtedness of any Subsidiary thattia Guarantor incurred
pursuant to clause (d)(if this Section; providedthat in each case, the Indebtedness being geachit otherwise permitted by this
Section; and

(k) Indebtedness incurred or assumed in connectionaMttanchise Acquisition in an amount not to exceed
$30,000,000 per Franchise Acquisition;

provided, however, that no Indebtedness otherwise permitted by eléd (f) (as such clause relates to Loans made by the Berrmwits
Subsidiaries) or (gnay be incurred if, after giving effect to the in@nce thereof, any Default shall have occurredmndontinuing.

SECTION 7.2.3. _Liens The Borrower will not, and will not permit any its Subsidiaries to, create, incur, assume destd exist
any Lien upon any of its property, revenues ortassenether now owned or hereafter acquired, except

€)) Liens securing payment of the Obligations, gramduant to any Loan Document;
(b) [INTENTIONALLY OMITTED];

(c) Liens to secure payment of Indebtedness of the pigpmitted and described in clausedtBection 7.2.2

(d) Liens granted by the Borrower or any of its Sulzsidis (other than SP1) to secure payment of Indebss of the
type permitted and described in (x) clause (@f(ipection 7.2.2 provided, that the obligations secured thereby do not exae¢he
aggregate $5,000,000 at any time outstanding andluse (d)(ii)of Section 7.2.2wed by Subsidiaries which are not Guaranto
non-Affiliates; providedhat the obligations secured thereby do not ex8&es00,000 in the aggregate at any one time outstgn

(e) Liens for taxes, assessments or other governmeimaadjes or levies, including Liens pursuant to i8act07(l) of
CERCLA or other similar law, not at the time deligat or thereafter payable without penalty or b&ogtested in good faith by
appropriate proceedings and for which adequatevesén accordance with GAAP shall have been sdeam its books;

® Liens of carriers, warehousemen, mechanics, repairmaterialmen and landlords or other like liereaiired by
the Borrower or any of its Subsidiaries (other ti&&1) in the ordinary course of business for sunt®werdue for a period of more
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than 30 days or being diligently contested in gfzith by appropriate proceedings and for which aée reserves in accordance
with GAAP shall have been set aside on its books;

(9) Liens incurred by the Borrower or any of its Sukmigs (other than SP1) in the ordinary courseusiitess in
connection with workmen’s compensation, unemploynmesurance or other forms of governmental insueamcbenefits, or to
secure performance of tenders, statutory obligatimsurance obligations, leases and contracter(¢itlan for borrowed money)
entered into in the ordinary course of businegs gecure obligations on surety or appeal bonds;

(h) judgment Liens in existence less than 30 days #fteentry thereof or with respect to which exemutias been
stayed or the payment of which is covered in fylakbond or (subject to a customary deductiblenbyrance maintained with
responsible insurance companies;

() Liens with respect to recorded minor imperfectiohsitle and easements, rights-of-way, restrictjorservations,
permits, servitudes and other similar encumbranoa®al property and fixtures which do not matéyidktract from the value or
materially impair the use by the Borrower or angtsGubsidiary in the ordinary course of their bassof the property subject
thereto;

()] leases or subleases granted by the Borrower oofaitsy Subsidiaries (other than SP1) to any otleséh in the
ordinary course of business; and

(k) Liens in the nature of trustees’ Liens granted pam$ to any indenture governing any Indebtednessitied by
Section 7.2.2 in each case in favor of the trustee under sodériture and securing only obligations to pay carepton to such
trustee, to reimburse its expenses and to indeninifyder the terms thereof.

SECTION 7.2.4. Financial Condition

€)) Net Debt to EBITDA Ratio The Borrower will not permit the Net Debt to HEBIA Ratio as of the end of any
Fiscal Quarter to be greater than 3.00 to 1.00.

(b) Interest Coverage RatioThe Borrower will not permit the Interest CovgeaRatio as of the end of any Fiscal
Quiarter to be less than 3.00 to 1.00.

SECTION 7.2.5. _InvestmentsThe Borrower will not, and will not permit anyits Subsidiaries to, make, incur, assume or suf
exist any Investment in any other Person, except:

(@) Investments existing on the date hereof and idedtif Item 7.2.5(af* Ongoing Investment¥) of the Disclosure
Schedule;
(b) Cash Equivalent Investments;
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(©) without duplication, Investments permitted as Irtddhess pursuant to Section 7.2.2
(d) without duplication, Investments permitted as Caitxpenditures pursuant to Section 7.2.7

(e) Investments by the Borrower in any of its Subsidmrvhich have executed Guaranties, or by any Sudisidiary
(other than SP1) in any of its Subsidiaries, by whgontributions to capital;

0] Investments made by the Borrower or any of its Blidases (other than SP1), solely with proceedscivtiiave
been contributed, directly or indirectly, to sualbSidiary as cash equity from holders of the Bosdgsicommon stock for the
purpose of making an Investment identified in dagoto the Administrative Agent on or prior to tiigte that such capital
contribution is made;

(9) Investments by the Borrower or any of its Subsidi(other than SP1) to the extent the consideradoeived
pursuant to clause (b)@f Section 7.2.%9s not all cash;

(h) Investments by the Borrower or any of its Subsidam Weight Watchers Sweden AB Vikt-Vaktarna &vedight
Watchers Suomi Oy to the extent that such Investsname for the purpose of acquiring any Capitaluiges of such Subsidiaries 1
owned by the Borrower and its Subsidiaries on tfiecive Date, in an aggregate amount not to ex8d€4j000,000;

() other Investments (not constituting Capital Expamds attributable to the expenditure of Base Amgjumade by
the Borrower or any of the Guarantors (other thRft)Sn an aggregate amount not to exceed $30,000,00

()] other Investments made by any Non-Guarantor Swrgidti another Non-Guarantor Subsidiary;

(k) other Investments made by the Borrower or any $lidosiin Qualified Assets, to the extent permitteaierclause
(b) of Section 3.1.%1

()] Investments made by the Borrower in the Design8tdusidiary in an aggregate amount not to exceegD$1000;

(m) Investments permitted under Section 7;2a6d

(n) Investments by the Borrower or any Subsidiary danstg Permitted Acquisitions;

provided, however, that

0] any Investment which when made complies with tlyeiirements of the definition of the term “Cash
Equivalent Investment” may continue to be
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held notwithstanding that such Investment if madaeeafter would not comply with such requirements;

(i) the Investments permitted above shall only be péethio be made to the extent not prohibited inleho
or in part by the terms of the Senior Subordin®ete Indenture or any other Subordinated Debt;

(iii) no Investment otherwise permitted by clause (8), (g) or (i) shall be permitted to be made if,
immediately before or after giving effect thereaay Default shall have occurred and be continuémgt

(iv) except as permitted under clausegdve, no more than $2,000,000 of Investments reapédre in the
Designated Subsidiary unless the Designated Salpgishall have taken the actions set forth in $acfil.7.

SECTION 7.2.6. Restricted Payments, ef@n and at all times after the Effective Date,

€)) subject to clause (b)(iij)the Borrower will not declare, pay or make anyidind or distribution (in cash, property
or obligations) on any shares of any class of @afiecurities (now or hereafter outstanding) ofBloerower or on any warrants,
options or other rights with respect to any shafemny class of Capital Securities (now or hereaftéstanding) of the Borrower
(other than dividends or distributions payabletsncommon stock or warrants to purchase its comstmek or splits or
reclassifications of its stock into additional dher shares of its common stock) or apply, or peamy of its Subsidiaries to apply,
any of its funds, property or assets to the purehasiemption, sinking fund or other retirementoofagree or permit any of its
Subsidiaries to purchase or redeem, any sharasyaflass of Capital Securities (now or hereaftastanding) of the Borrower, or
warrants, options or other rights with respectrip shares of any class of Capital Securities (noheoeafter outstanding) of the
Borrower (collectively, “ Restricted Paymeri}sprovided, that:

0] the Borrower may make Restricted Payments of diddeon the Borrower’s Capital Securities or to
repurchase the Borrower’s Capital Securities imount up to $20,000,000 plus 66.67% of Net Incénora December 2,
2001, so long as (i) both before and after givifiga to such Restricted Payment no Default hasiwed and is continuing
and (ii) the Borrower shall have at least $30,000,6f unused Revolving Loan Commitments; and

(i) the Borrower may repurchase its stock held by eggale constituting management, in an amount not to
exceed $5,000,000 in any Fiscal Year and an aggregaount of $20,000,000 (amounts unused in arcaFi&ear may be
used in the immediately succeeding Fiscal Year);

(b) the Borrower will not, and will not permit any d§iSubsidiaries to

0] make any payment or prepayment of principal ofntarest on, any Subordinated Debt other thanifA) i
the case of interest only, on the stated, schedidézifor such payment of interest set forth ingpplicable
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Subordinated Debt or in the indenture governindissibordinated Debt, (B) as permitted by clausgitmr (C) which
would violate the terms of this Agreement or thba@dination provisions of the indenture governingts Subordinated
Debt; or

(i) make any payment or prepayment of principal ofntarest on, redeem, purchase or defease, ang of th
Senior Subordinated Notes unless no Default hasroet and is continuing or would result therefr@and

(©) the Borrower will not, and will not permit any Sidiiary to, make any deposit for any of the foregojpurposes
(except in connection with any permitted expenditdescribed in clausés) and_(b)above).

SECTION 7.2.7. _Capital Expenditures, etthe Borrower will not, and will not permit any i$ Subsidiaries to, make or commi
make Capital Expenditures (other than (w) Permifeduisitions, (x) investments under (1) clausef{jgection 7.2.mnd (2)_clause (idf
Section 7.2.%0 the extent, in the case of this clause, (Bpt the aggregate amount of such investments wlmeexceed $30,000,000 (it being
understood that Capital Expenditures may be madsuput to this clause (Mj)hether or not constituting “Investments”, but $te treated as
such for the purposes of said Sections), (y) nanretg restructuring costs and Weighco Acquisitietated expenses and (z) proceeds of
capital contributions used for Capital Expenditureany Fiscal Year by the Borrower and its Sulasids (other than SP1), except, to the
extent not prohibited in whole or in part by thente of the Senior Subordinated Note Indenture, @hpkpenditures which do not aggregate
in excess of the amount set forth below opposith $tiscal Year:

Maximum Capital

Fiscal Year Expenditures
2004 $ 20,000,00
2005 $ 22,000,00
2006 $ 24,000,00
2007 $ 26,000,00
2008 $ 28,000,00
2009 $ 30,000,00

2010 and thereaftt $ 32,000,00

provided, however, that (i) to the extent the amount of Capital Englitures permitted to be made in any Fiscal Yeasymnt to the table set
forth above without giving effect to this clause(the “ Base Amount) exceeds the aggregate amount of Capital Expereditactually made
during such Fiscal Year, such excess amount maatreed forward to (but only to) the next succegdtiscal Year (any such amount to be
certified by the Borrower to the Administrative Agen the Compliance Certificate delivered for tast Fiscal Quarter of such Fiscal Year,
and any such amount carried forward to a succeddsal Year shall be deemed to
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be used prior to the Borrower and its Subsidiangrg the Base Amount for such succeeding Fiscal Yeithout giving effect to such carry-
forward).

SECTION 7.2.8. _Consolidation, Merger, et®he Borrower will not, and will not permit any it$ Subsidiaries to, liquidate or
dissolve, consolidate with, or merge into or wighy other corporation, or purchase or otherwiseliaeall or substantially all of the assets of
any Person (or of any division thereof) except

€)) any such Subsidiary (other than SP1) may liquidaiissolve voluntarily into, and may merge witldanto, the
Borrower (so long as the Borrower is the surviviogporation of such combination or merger) or atheoSubsidiary (other than
SP1), and the assets or stock of any Subsidiarybeaqurchased or otherwise acquired by the Borrawvany other Subsidiary
(other than SP1); providedhat notwithstanding the above, (i) a Subsidimay only liquidate or dissolve into, or merge waiid
into, another Subsidiary of the Borrower (othemtls®1) if, after giving effect to such combinatmmmerger, the Borrower contint
to own (directly or indirectly), and the Administiree Agent continues to have pledged to it pursti@aat supplement to the WWI
Pledge Agreement, a percentage of the issued a@rthnding shares of Capital Securities (on a fdillyted basis) of the Subsidiary
surviving such combination or merger that is eqaalr in excess of the percentage of the issuedatsdanding shares of Capital
Securities (on a fully diluted basis) of the Sukzsigthat does not survive such combination or reethat was (immediately prior to
the combination or merger) owned by the Borrowepledged to the Administrative Agent and (ii) itbuSubsidiary is a Guarantor
the surviving corporation must be a Guarantor;

(b) so long as no Default has occurred and is contipairwould occur after giving effect thereto, ther®wer or any
of its Subsidiaries (other than SP1) may make limvests permitted under Section 7.@ricluding any Permitted Acquisition); and

(c) a Subsidiary may merge with another Person inrs#éetion permitted by clause (f)Section 7.2.9

SECTION 7.2.9. _Asset Dispositions, et&ubject to the definition of Change of Contrbk Borrower will not, and will not permit
any of its Subsidiaries to, Dispose of all or aaytjpf its assets, whether now owned or hereaftguieed (including accounts receivable and
Capital Securities of Subsidiaries) to any Persaoitess

€)) such Disposition is made by the Borrower or anitoSubsidiaries (other than SP1) and is (i) indtginary
course of its business (and does not constitutesoBition of all or a substantial part of the Baver or such Subsidiary’s assets) or
is of obsolete or worn out property or (ii) perraditby clause (29r (b) of Section 7.2.8

(b) (i) such Disposition (other than of Capital Sedas} is made by the Borrower or any of its Subsidsa(other than
SP1) and is for fair market value and the consttmraconsists of no less than 75% in cash, (ii)Nie¢ Disposition Proceeds received
from such Disposition, together with the Net Disios Proceeds of all other assets sold, transfletemsed, contributed or convey

pursuant to this clause (b)nce
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the Effective Date, does not exceed (individualynothe aggregate) $20,000,000 over the termisfAlgreement and (iii) the Net
Disposition Proceeds generated from such Dispuositit theretofore reinvested in Qualified Assetadnordance with clause (b

Section 3.1.1with the amount permitted to be so reinvestedualiied Assets in any event not to exceed $7,50Ddver the term
of this Agreement) is applied as Net Dispositiond@eds to prepay the Loans pursuant to the termiswe$e (bpf Section 3.1.5and
Section 3.1.2 or

(c) such Disposition is made pursuant to a Local Mamege Plan.

SECTION 7.2.10. _Modification of Certain Agreement

€)) The Borrower will not, and will not permit any d§iSubsidiaries to, consent to any amendment, soypit,
amendment and restatement, waiver or other motditaf any of the terms or provisions containedanapplicable to, the
Recapitalization Agreement or any schedules, etehdyiagreements related thereto, in each casénwidald adversely affect the
rights or remedies of the Lenders, or the Borrosver’ any Subsidiary’s ability to perform hereundeunder any Loan Document.

(b) Except as otherwise permitted pursuant to the terfrtisis Agreement, without the prior written consef the
Required Lenders, the Borrower will not conserdiny amendment, supplement or other modificatioangf of the terms or
provisions contained in, or applicable to, any Sdbwmted Debt (including the Senior SubordinatedeNodenture or any of the
Senior Subordinated Notes), or any guaranteesetelivin connection with any Subordinated Debt (idirlg any Subordinated
Guaranty) (collectively, the “ Restricted Agreengit or make any payment in order to obtain an ameerat thereof or change
thereto, if the effect of such amendment, suppleémeadification or change is to (i) increase thimgipal amount of, or increase the
interest rate on, or add or increase any fee \efpect to such Subordinated Debt or any such RestrAgreement, advance any
dates upon which payments of principal or inteagstdue thereon or change any of the covenantsr@sffect thereto in a manner
which is more restrictive to the Borrower or anyitefSubsidiaries or (ii) change any event of ditfaucondition to an event of
default with respect thereto, change the redemptimpayment or defeasance provisions thereof,gehtire subordination provisic
thereof, or change any collateral therefor (othantto release such collateral), if (in the casthisfclause (b)(ii), the effect of such
amendment or change, individually or together aittother amendments or changes made, is to inetbasobligations of the
obligor thereunder or to confer any additional tigbn the holders of such Subordinated Debt, orsaich Restricted Agreement (c
trustee or other representative on their behalf).

SECTION 7.2.11. _Transactions with AffiliatesThe Borrower will not, and will not permit any its Subsidiaries to, enter into, or
cause, suffer or permit to exist any arrangemegbatract with any of their other Affiliates (othman any Obligor)
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€)) unless (i) such arrangement or contract is faireqdtable to the Borrower or such Subsidiary anahi
arrangement or contract of the kind which woulcehtered into by a prudent Person in the positiahh@Borrower or such
Subsidiary with a Person which is not one of tiidfiliates; and (ii) if such arrangement or contraovolves an amount in excess of
$5,000,000, the terms of such arrangement or odtrdra set forth in writing and a majority of ditexs of the Borrower have
determined in good faith that the criteria setHart clause (iare satisfied and have approved such arrangemenhtract as
evidenced by appropriate resolutions of the boadirectors of the Borrower or the relevant Sulesidj or (iii) such arrangement is
set forth on Item 7.2.14f the Disclosure Schedule; and

(b) except that, so long as no Default or Event of Diéfaas occurred and is continuing or would be edubkereby,
the Borrower and its Subsidiaries may pay (i) ahmeanagement, consulting, monitoring and advisessfto The Invus Group, Ltd.
in an aggregate total amount in any Fiscal Yeatmeiceed the greater of (x) $1,000,000 and @9%6lof EBITDA for the relevant
period, and any related out-of-pocket expensegigrfdes to The Invus Group, Ltd. and its Affilest in connection with any
acquisition or divestiture transaction entered mgdhe Borrower or any Subsidiary; providdabwever, that the aggregate amount
of fees paid to The Invus Group, Ltd. and its Adfiés in respect of any acquisition or divestitmamsaction shall not exceed 1% of
the total amount of such transaction.

SECTION 7.2.12. Negative Pledges, Restrictiveeggnents, etc. The Borrower will not, and will not permit any it Subsidiaries

to, enter into any agreement (excluding (i) anyrietfons existing under the Loan Documents otthie case of clauses (a)énd_(b), any
other agreements in effect on the date hereofin(ife case of clauses (a)ind (b), any restrictions with respect to a Subsidiarydsgd
pursuant to an agreement which has been ente@dhinbnnection with the sale or disposition ofalksubstantially all of the Capital
Securities or assets of such Subsidiary pursuamtri@ansaction otherwise permitted hereby, (iiijhia case of clause (ajestrictions in respe
of Indebtedness secured by Liens permitted by &eéti2.3, but only to the extent such restrictions applyht assets encumbered thereby,
(iv) in the case of clause (ajestrictions under the Senior Subordinated Notehture or (v) any restrictions existing under agyeement
that amends, refinances or replaces any agreeroetaticing the restrictions referred to_in clause (ii) or (iii) above; provided that the
terms and conditions of any such agreement reféor@tclause (i) (ii) or (iii) are not materially less favorable to the Lendensaterially
more restrictive to any Obligor a party theretatthidose under the agreement so amended, refinancegdlaced) prohibiting

€)) the (i) creation or assumption of any Lien uporpitsperties, revenues or assets, whether now ownkdreafter
acquired, or (ii) ability of the Borrower or anyhet Obligor to amend or otherwise modify this Agnemt or any other Loan
Document; or

(b) the ability of any Subsidiary to make any paymedi®ctly or indirectly, to the Borrower by way dividends,
advances, repayments of loans or advances, reiagthergs of management and other intercompany chargesnses and accruals
or other returns on investments, or any other agea¢ or arrangement which restricts
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the ability of any such Subsidiary to make any pagindirectly or indirectly, to the Borrower.

SECTION 7.2.13. _Stock of SubsidiarieThe Borrower will not (other than in connectwwith a Permitted Acquisition or an
Investment), and will not permit any of its Subaiiks to issue any Capital Securities (whethevétue or otherwise) to any Person other
the Borrower or another Wholly-owned Subsidianthef Borrower except in connection with a Local Mgeraent Plan; providedthat, WW
Australia shall at all times be the record and ez direct owner of all of the issued and outstang Capital Securities of SP1.

SECTION 7.2.14. _Sale and Leasebackhe Borrower will not, and will not permit any its Subsidiaries to, enter into any
agreement or arrangement with any other Persoridingvfor the leasing by the Borrower or any of$isbsidiaries of real or personal
property which has been or is to be sold or transficby the Borrower or any of its Subsidiariestich other Person or to any other Person to
whom funds have been or are to be advanced byReidton on the security of such property or rertigjations of the Borrower or any of its
Subsidiaries.

SECTION 7.2.15. _Fiscal YearThe Borrower will not and will not permit any it§¢ Subsidiaries to change its Fiscal Year.

SECTION 7.2.16. _Designation of Senior Indebtednethe Borrower will not designate any Indebtedras$Designated Senior
Indebtedness” pursuant to clause (1) of the dedmibf such term in the Senior Subordinated Notehture.

ARTICLE VI
[INTENTIONALLY OMITTED]
ARTICLE IX

EVENTS OF DEFAULT

SECTION 9.1. Listing of Events of DefaultEach of the following events or occurrences dieed in this Section 9.4hall
constitute an “ Event of Default

SECTION 9.1.1. _NoiiPayment of Obligations The Borrower shall default in the payment ompaament of any Reimbursement
Obligation (including pursuant to Sections ar& 2.6.2 on the applicable Disbursement Due Date or appsié of cash for collateral
purposes on the date required pursuant to Sectioad@ any principal of any Loan when due, or any Odnliincluding the Borrower and
SP1) shall default (and such default shall contunuemedied for a period of three Business Day#)erpayment when due of any interest or
commitment fee or of any other monetary Obligation.

SECTION 9.1.2. _Breach of WarrantyAny representation or warranty of the Borroweany other Obligor made or deemed to be
made hereunder or in any other Loan Document egddu it or any other writing or certificate furhéd by or on behalf of the Borrower or
any
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other Obligor to the Administrative Agent, the Issor any Lender for the purposes of or in conoectith this Agreement or any such other
Loan Document (including any certificates delivepenisuant to Article Vj is or shall be incorrect when made in any malteeispect.

SECTION 9.1.3. NoiPerformance of Certain Covenants and ObligatioAsiy Borrower shall default in the due performarad
observance of any of its obligations under Secfidn9or Section 7.2

SECTION 9.1.4. _NoiPerformance of Other Covenants and ObligatioAgy Obligor shall default in the due performarecel
observance of any other agreement contained herémany other Loan Document executed by it, anthslefault shall continue unremed
for a period of 30 days after notice thereof shalle been given to the Borrower by the AdministeAgent at the direction of the Required
Lenders.

SECTION 9.1.5. _Default on Other Indebtednegsdefault shall occur (i) in the payment wheredsubject to any applicable grace
period), whether by acceleration or otherwise,myf Bndebtedness, other than Indebtedness desdritiettion 9.1.1 of the Borrower or any
of its Subsidiaries or any other Obligor havingriagpal amount, individually or in the aggregategxcess of $1,000,000, or (ii) a default
shall occur in the performance or observance ofdatigation or condition with respect to such Inteiness having a principal amount,
individually or in the aggregate, in excess of $5,000 if the effect of such default is to accekethe maturity of any such Indebtedness or
such default shall continue unremedied for anyiagple period of time sufficient to permit the heldr holders of such Indebtedness, or any
trustee or agent for such holders, to cause sw#btedness to become due and payable prior tgptessed maturity.

SECTION 9.1.6. _JudgmentsAny judgment or order for the payment of monegxcess of $1,000,000 (not covered by insurance
from a responsible insurance company that is noyidg its liability with respect thereto) shall kendered against the Borrower or any of its
Subsidiaries or any other Obligor and remain unpaid either

@) enforcement proceedings shall have been commencanybcreditor upon such judgment or order; or

(b) there shall be any period of 60 consecutive daymgduvhich a stay of enforcement of such judgmerdrder, by
reason of a pending appeal or otherwise, shalbaan effect.

SECTION 9.1.7. _Pension Plan®#ny of the following events shall occur with pest to any Pension Plan:

(@) the termination of any Pension Plan if, as a resfudtuch termination, the Borrower or any Subsidiaould be
required to make a contribution to such Pension,Rlawould reasonably expect to incur a liabibtyobligation to such Pension
Plan, in excess of $5,000,000; or

(b) a contribution failure occurs with respect to amp$lon Plan sufficient to give rise to a Lien unskection 302(f)
of ERISA in an amount in excess of $5,000,000.
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SECTION 9.1.8. _Change in ControlAny Change in Control shall occur.

SECTION 9.1.9. _Bankruptcy, Insolvency, etdhe Borrower or any of its Subsidiaries (othertlany Immaterial Subsidiary or the
Designated Subsidiary) or any other Obligor shall

€)) become insolvent or generally fail to pay, or admilvriting its inability or unwillingness to pagebts as they
become due;
(b) apply for, consent to, or acquiesce in, the appoémt of a trustee, receiver, sequestrator or ahstiodian for the

Borrower or any of its Subsidiaries or any otheli@y or any property of any thereof, or make aarahassignment for the benefit
of creditors;

(©) in the absence of such application, consent oriasgence, permit or suffer to exist the appointnodrat trustee,
receiver, sequestrator or other custodian for thedver or any of its Subsidiaries or any otheri@in or for a substantial part of the
property of any thereof, and such trustee, recesemjuestrator or other custodian shall not behdiged within 60 days, provided
that the Borrower or each Subsidiary and each d@iéigor hereby expressly authorizes the AdministeaAgent, the Issuer and
each Lender to appear in any court conducting algvant proceeding during such 68y period to preserve, protect and defend
rights under the Loan Documents;

(d) permit or suffer to exist the commencement of aaykbuptcy, reorganization, debt arrangement orrathse or
proceeding under any bankruptcy or insolvency lawany dissolution, winding up or liquidation predéng, in respect of the
Borrower or any of its Subsidiaries or any otheli@y, and, if any such case or proceeding is wotimenced by the Borrower or
such Subsidiary or such other Obligor, such caggareeding shall be consented to or acquiescbd the Borrower or such
Subsidiary or such other Obligor or shall resulthie entry of an order for relief or shall remaidn 60 days undismissed, provided
that the Borrower, each Subsidiary and each otlidig@ hereby expressly authorizes the Administethgent, the Issuer and each
Lender to appear in any court conducting any sasle or proceeding during such 60-day period tcepves protect and defend their
rights under the Loan Documents; or

(e) take any action (corporate or otherwise) authogizor in furtherance of, any of the foregoing.

SECTION 9.1.10. Impairment of Security, et&ny Loan Document, or any Lien granted thereunsleall (except in accordance
with its terms), in whole or in part, terminatease to be in full force and effect or cease tdhedegally valid, binding and enforceable
obligation of any Obligor party thereto; the Borvor any other Obligor shall, directly or indirggtcontest in any manner the effectiveness,
validity, binding nature or enforceability thereof; any Lien securing any Obligation shall, in wéol in part, cease to be a perfected first
priority Lien, subject only to those exceptions egsly permitted by such Loan Document, exceptécektent any event referred to above
results from the failure of the Administrative Ageéa maintain possession of certificates repreagrgecurities pledged under the WWI
Pledge Agreement or to file continuation statementier the Uniform Commercial Code of any
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applicable jurisdiction or (b) is covered by a lerid title insurance policy and the relevant insym@mptly after the occurrence thereof shall
have acknowledged in writing that the same is aadday such title insurance policy.

SECTION 9.1.11. _Subordinated DebThe subordination provisions relating to any &dmated Debt (the “ Subordination
Provisions’) shall fail to be enforceable by the Lenders (@thhave not effectively waived the benefits they@oficcordance with the terms
thereof, or the principal or interest on any Lo@eimbursement Obligation or other monetary Obl@atishall fail to constitute Senior Debt,
or the same (or any other similar term) used tindehe monetary Obligations.

SECTION 9.1.12. _ RedemptionAny holder of any Subordinated Debt shall fiteation seeking the rescission thereof or damages
or injunctive relief relating thereto; or any evehtll occur which, under the terms of any agre¢rmemdenture relating to Subordinated
Debt, shall require the Borrower or any of its Sdiasies to purchase, redeem or otherwise acquicgfer to purchase, redeem or otherwise
acquire all or any portion of the principal amoohthe Subordinated Debt (other than as providaetbuSection 7.2.% or the Borrower or
any of its Subsidiaries shall for any other reggorchase, redeem or otherwise acquire or offeutotase, redeem or otherwise acquire, or
make any other payments in respect of the prin@palunt of any such Subordinated Debt (other tsgorevided under Section 7.2.6

SECTION 9.2. _Action if Bankruptcy, etclf any Event of Default described in clausestf@pugh (d)of Section 9.1.%hall occur
with respect to the Borrower, any Subsidiary or ather Obligor, the Commitments (if not theretofteeminated) shall automatically
terminate and the outstanding principal amountlafstanding Loans and all other Obligations shatomatically be and become
immediately due and payable, without notice or daina

SECTION 9.3. _Action if Other Event of Defaultif any Event of Default (other than any EvenDaffault described in clauses (a)
through (d)of Section 9.1.9vith respect to the Borrower or any Subsidiarymy ather Obligor) shall occur for any reason, wketholuntary
or involuntary, and be continuing, the AdministvatiAgent, upon the direction of the Required Leadshall by notice to the Borrower
declare all or any portion of the outstanding ppatamount of the Loans and other Obligationseabe and payable, require the Borrower
to provide cash collateral to be deposited withAdeinistrative Agent in an amount equal to thet&taAmount of all issued Letters of Cre
and/or declare the Commitments (if not theretoferminated) to be terminated, whereupon the fyllaith amount of such Loans and other
Obligations which shall be so declared due and lpayshall be and become immediately due and payaftigout further notice, demand or
presentment, the Borrower shall deposit with theniudstrative Agent cash collateral in an amountaédgo the Stated Amount of all issued
Letters of Credit and/or, as the case may be, traritments shall terminate.
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ARTICLE X
THE AGENTS

SECTION 10.1. _Actions Each Lender hereby appoints Scotia Capitalsa&dministrative Agent and as a Lead Agent and Book
Manager under and for purposes of this AgreembatNbtes and each other Loan Document. Each Lendkorizes the Administrative
Agent to act on behalf of such Lender under thise&gent, the Notes, and each other Loan Documehirathe absence of other written
instructions from the Required Lenders receivedftone to time by the Administrative Agent (witrspect to which the Administrative
Agent agrees that it will comply, except as otheenyprovided in this Section or as otherwise advigedounsel), to exercise such powers
hereunder and thereunder as are specifically digldda or required of the Administrative Agent bg terms hereof and thereof, together
such powers as may be reasonably incidental thekesch Lender hereby appoints CSFB as the SymalicAgent and as a Lead Agent and
Book Manager. Each Lender hereby indemnifies (wiidemnity shall survive any termination of thigr@ement) each Agent, ratably in
accordance with their respective Term Loans outlitgnand Commitments (or, if no Term Loans or Coimments are at the time outstanding
and in effect, then ratably in accordance withghacipal amount of Term Loans and their respec@eenmitments as in effect in each case
on the date of the termination of this Agreementyn and against any and all liabilities, obligaso losses, damages, claims, costs or
expenses of any kind or nature whatsoever which ahayy time be imposed on, incurred by, or asdexgainst, the Agents in any way
relating to or arising out of this Agreement, thetés and any other Loan Document, including redserattorneys’ fees, and as to which any
Agent is not reimbursed by the Borrower or any otbbkligor (and without limiting the obligation dfi¢ Borrower or any other Obligor to do
s0); provided however, that no Lender shall be liable for the paymerdrof portion of such liabilities, obligations, less damages, claims,
costs or expenses which are determined by a cbadrnopetent jurisdiction in a final proceeding vk resulted solely from an Agent’s gross
negligence or willful misconduct. The Agents shmdt be required to take any action hereunder, uth@eNotes or under any other Loan
Document, or to prosecute or defend any suit ipeesof this Agreement, the Notes or any other Lbaoument, unless it is indemnified
hereunder to its satisfaction. If any indemnitfaxor of the Agents shall be or become, in anymigedetermination, inadequate, any Agent
may call for additional indemnification from thedaers and cease to do the acts indemnified agaénstinder until such additional indemi
is given. Notwithstanding the foregoing, the Léadangers and Book Managers shall have no dutldigyations or liabilities under any Lo:
Document.

SECTION 10.2. _Funding Reliance, ettinless the Administrative Agent shall have beetified by telephone, confirmed in
writing, by any Lender by 5:00 p.m., New York tinoe the day prior to a Borrowing that such Lendak ot make available the amount
which would constitute its Percentage of such Beimng on the date specified therefor, the AdminisieaAgent may assume that such Ler
has made such amount available to the Administaigent and, in reliance upon such assumption, rae&gable to the Borrower a
corresponding amount. If and to the extent thahdiender shall not have made such amount avaitatitee Administrative Agent, such
Lender severally agrees and the Borrower agreespty the Administrative Agent forthwith on demanth corresponding amount together
with interest thereon, for each day from the dageAdministrative Agent made such amount
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available to the Borrower to the date such amaurgpaid to the Administrative Agent, at the ing¢mate applicable at the time to Loans
comprising such Borrowing (in the case of the Baeg and (in the case of a Lender), at the Fedamatls Rate (for the first two Business
Days after which such amount has not been repadittereafter at the interest rate applicable tarsocomprising such Borrowing.

SECTION 10.3. _Exculpation Neither any Agent nor any of their respectiviectiors, officers, employees or agents shall lzdit
any Lender for any action taken or omitted to lbeteby it under this Agreement or any other Loamidoent, or in connection herewith or
therewith, except for its own willful misconduct gross negligence, nor responsible for any recitaigarranties herein or therein, nor for the
effectiveness, enforceability, validity or due extéan of this Agreement or any other Loan Documant,for the creation, perfection or
priority of any Liens purported to be created by ahthe Loan Documents, or the validity, genuiremenforceability, existence, value or
sufficiency of any collateral security, nor to mal@y inquiry respecting the performance by the &oar of its obligations hereunder or un
any other Loan Document. Any such inquiry whichyrba made by any Agent shall not obligate it to enaky further inquiry or to take any
action. The Agents shall be entitled to rely updrice of counsel concerning legal matters and @mymotice, consent, certificate, staten
or writing which the Agents believe to be genuind o have been presented by a proper Person.

SECTION 10.4. _SuccessofThe Syndication Agent may resign as such up@nBursiness Day’s notice to the Borrower and the
Administrative Agent. The Administrative Agent masign as such at any time upon at least 30 daysmotice to the Borrower and all
Lenders. If the Administrative Agent at any tini@b resign, the Required Lenders may, with thempeonsent of the Borrower (which
consent shall not be unreasonably withheld), ag@ointher Lender as a successor Administrative fAgéich shall thereupon become the
Administrative Agent hereunder. If no successomistrative Agent shall have been so appointethbyRequired Lenders, and shall have
accepted such appointment, within 30 days afterdtieng Administrative Agent'’s giving notice oésignation, then the retiring
Administrative Agent may, on behalf of the Lendenspoint a successor Administrative Agent, whichlldhe one of the Lenders or a
commercial banking institution organized underltves of the U.S. (or any State thereof) or a Ur&nbh or agency of a commercial banking
institution, and having a combined capital and kwgrpf at least $250,000,000; providgubwever, that if, such retiring Administrative Agent
is unable to find a commercial banking instituti@hich is willing to accept such appointment andcehhineets the qualifications set forth in
above, the retiring Administrative Agestresignation shall nevertheless thereupon becfieetiee and the Lenders shall assume and per
all of the duties of the Administrative Agent hender until such time, if any, as the Required Leadg@point a successor as provided for
above. Upon the acceptance of any appointmentlasmstrative Agent hereunder by a successor Adstrimtive Agent, such successor
Administrative Agent shall be entitled to receiverh the retiring Administrative Agent such docungeott transfer and assignment as such
successor Administrative Agent may reasonably retjaad shall thereupon succeed to and becomedwsgteall rights, powers, privileges
and duties of the retiring Administrative Agentdahe retiring Administrative Agent shall be disaed from its duties and obligations under
this Agreement. After any retiring Administratidgent’s resignation hereunder as the Administrafigent, the provisions of
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€)) this Article X shall inure to its benefit as to any actions takeomitted to be taken by it while it was the
Administrative Agent under this Agreement; and

(b) Section 11.2nd Section 11.8hall continue to inure to its benefit.

SECTION 10.5. _Credit Extensions by each Agefiach Agent shall have the same rights and powighsrespect to (x) the Credit
Extensions made by it or any of its Affiliates, &iydithe Notes held by it or any of its Affiliates any other Lender and may exercise the
same as if it were not an Agent. Each Agent ascespective Affiliates may accept deposits fraendimoney to, and generally engage in
kind of business with the Borrower or any Subsigiar Affiliate of the Borrower, as if such Agent menot an Agent hereunder.

SECTION 10.6. _Credit DecisionsEach Lender acknowledges that it has, indepdlydeiheach Agent and each other Lender, and
based on such Lender’s review of the financialrimi@tion of the Borrower, this Agreement, the othean Documents (the terms and
provisions of which being satisfactory to such Lemdnd such other documents, information and bya&tsons as such Lender has deemed
appropriate, made its own credit decision to exien@ommitments. Each Lender also acknowledgasithvill, independently of each Age
and each other Lender, and based on such othemgmdts, information and investigations as it shaérd appropriate at any time, continue to
make its own credit decisions as to exercisingabrexercising from time to time any rights and peiges available to it under this Agreement
or any other Loan Document.

SECTION 10.7. _Copies, etcThe Administrative Agent shall give prompt nottoeeach Lender of each notice or request required
or permitted to be given to the Administrative Agby the Borrower pursuant to the terms of thisegnent (unless concurrently delivere:
the Lenders by the Borrower). The Administrativgeat will distribute to each Lender each documenmstrument received for its account
and copies of all other communications receivethieyAdministrative Agent from the Borrower for dibution to the Lenders by the
Administrative Agent in accordance with the termishis Agreement.

SECTION 10.8. _Reliance by the Administrative Agemhe Administrative Agent shall be entitled tbyrepon any certification,
notice or other communication (including any théieptelephone, telecopy, telegram or cable) belieby it to be genuine and correct and to
have been signed or sent by or on behalf of thpgsrBerson, and upon advice and statements ofdegakel, independent accountants and
other experts selected by the Administrative Agekg.to any matters not expressly provided fortig Agreement or any other Loan
Document, the Administrative Agent shall in all ea®e fully protected in acting, or in refrainimgrh acting, hereunder or thereunder in
accordance with instructions given by the Requiredders or all of the Lenders as is required irhsticumstance, and such instructions of
such Lenders and any action taken or failure tgpacguant thereto shall be binding on all of thaders. For purposes of applying amoun
accordance with this Section, the AdministrativeeAgshall be entitled to rely upon any SecuredyRhet has entered into a Rate Protection
Agreement with any Obligor for a determination (ethsuch Secured Party agrees to provide or cause ppoovided upon request of the
Administrative Agent) of the outstanding Securedi@tions owed to such Secured Party under any Rateection Agreement. Unlessi it |
actual knowledge evidenced by way of written noficen any such Secured Party and the Borrower to
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the contrary, the Administrative Agent, in actirgréunder and under each other Loan Document, lshalhtitled to assume that no Rate
Protection Agreements or Obligations in respeatethieare in existence or outstanding between acyrgd Party and any Obligor.

SECTION 10.9. _Defaults The Administrative Agent shall not be deemetiage knowledge or notice of the occurrence of a
Default unless the Administrative Agent has recgimetice from a Lender or the Borrower specifyingts Default and stating that such no
is a “Notice of Default”. In the event that the fthistrative Agent receives such a notice of theunence of a Default, the Administrative
Agent shall give prompt notice thereof to the LasdeThe Administrative Agent shall (subject to tRet11.1) take such action with respect
to such Default as shall be directed by the Reduienders; providedthatunless and until the Administrative Agent shall dagceived suc
directions, the Administrative Agent may (but shait be obligated to) take such action, or reffeam taking such action, with respect to
such Default as it shall deem advisable in the inéstest of the Lenders except to the extentttiiatAgreement expressly requires that such
action be taken, or not be taken, only with thesem or upon the authorization of the Required keendr all Lenders.

ARTICLE XI
MISCELLANEOUS PROVISIONS
SECTION 11.1. _Waivers, Amendments, et€he provisions of this Agreement and of each oltlben Document may from time to

time be amended, modified or waived, if such amemttimodification or waiver is in writing and consed to by the Borrower and the
Required Lenders; providedhowever, that no such amendment, modification or waiveilsh

€)) modify this_Section 11.%ithout the consent of all Lenders;

(b) increase the aggregate amount of any Lender’s Rge of any Commitment Amount, increase the aggeeg
amount of any Loans to be made by a Lender purgaats Commitments, extend the Revolving Committiegrmination Date of
Credit Extensions made (or participated in) by ader or reduce any fees described in Articlgo#iyable to any Lender without the
consent of such Lender;

(©) extend the final Stated Maturity Date for any Lenslé.oan, or reduce the principal amount of or réditaterest or
any Lender’s Loan or extend the date on which salegidpayments of principal, or payments of intecedees are payable in respect
of any Lender’s Loans, in each case, without theseat of such Lender (it being understood and agfemvever, that any vote to
rescind any acceleration made pursuant to Sectibar@l Section 9.8f amounts owing with respect to the Loans androthe
Obligations shall only require the vote of the Rieegl Lenders);

(d) reduce the percentage set forth in the definitiofRequired Lenders” or any requirement hereundat &ny
particular action be taken by all Lenders withdig tonsent of all Lenders;
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(e increase the Stated Amount of any Letter of Credéxtend the Stated Expiry Date of any Letter mdil to a
date which is subsequent to the Revolving Loan Citament Termination Date, in each case, unless ctadeo by the Issuer of
such Letter of Credit;

® except as otherwise expressly provided in this Agrent or another Loan Document, release (i) any&Bwar
from its obligations under a Guaranty other thandnnection with a Disposition of all or substaltyiall of the Capital Securities of
such Guarantor in a transaction permitted by Sedti@.9as in effect from time to time or (i) all or substially all of the collateral
under the Loan Documents, in either case withaaictinsent of all Lenders;

(9) change any of the terms of clausedtBection 2.1.4r Section 2.3.2vithout the consent of the Swing Line
Lender; or
(h) affect adversely the interests, rights or obligadiof the Administrative Agent (in its capacitythe Administrative

Agent), the Syndication Agent (in its capacity las Syndication Agent) or any Issuer (in its capaag Issuer), unless consented to
by the Administrative Agent, the Syndication Agensuch Issuer, as the case may be.

No failure or delay on the part of the AdministvatiAgent, the Syndication Agent, any Issuer or lagryder in exercising any power or rig
under this Agreement or any other Loan Documerit ebarate as a waiver thereof, nor shall any sirglpartial exercise of any such power
or right preclude any other or further exercisedbéor the exercise of any other power or righth notice to or demand on the Borrower or
any other Obligor in any case shall entitle it by aotice or demand in similar or other circumsemcNo waiver or approval by the
Administrative Agent, the Syndication Agent, angusr or any Lender under this Agreement or anyrdthan Document shall, except as
may be otherwise stated in such waiver or apprdegpplicable to subsequent transactions. Noewaivapproval hereunder shall require
any similar or dissimilar waiver or approval thdteato be granted hereunder.

SECTION 11.2. _Natices All notices and other communications provide@ny party hereto under this Agreement or any other
Loan Document shall be in writing or by facsimiledeaddressed, delivered or transmitted to sucly paits address or facsimile number set
forth on_Schedule llhereto or set forth in the Lender Assignment Agreenor at such other address or facsimile numbarasbe
designated by such party in a notice to the othetigs. Any notice, if mailed and properly addesbwith postage prepaid or if properly
addressed and sent by pre-paid courier servic# mhdeemed given when received; any noticeaifismitted by facsimile, shall be deemed
given when transmitted (telephonic confirmatiorthia case of facsimile).

SECTION 11.3. Payment of Costs and Expens€éke Borrower agrees to pay on demand all redserxpenses of the
Administrative Agent (including the reasonable faad out-of-pocket expenses of Mayer, Brown, Rowdawv LLP, special New York
counsel to the Administrative Agent and of localiiesel, if any, who may be retained by counsel éoAtiministrative Agent) in connection
with:
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€)) the syndication by the Agents of the Loans, theotiation, preparation, execution and delivery o thgreement
and of each other Loan Document, including schedaihel exhibits, and any amendments, waivers, cts)sipplements or other
modifications to this Agreement or any other LoascDment as may from time to time hereafter be reguiwhether or not the
transactions contemplated hereby are consummated;

(b) the filing, recording, refiling or rerecording oheh Mortgage, each Pledge Agreement and each Securi
Agreement and/or any Uniform Commercial Code finlagstatements or other instruments relating tloeaiet all amendments,
supplements and modifications to any thereof arydsaual all other documents or instruments of furdssurance required to be filed
or recorded or refiled or rerecorded by the tereredf or of such Mortgage, Pledge Agreement or gcigreement; and

(c) the preparation and review of the form of any doenbor instrument relevant to this Agreement or atiner Loar
Document.

The Borrower further agrees to pay, and to savk Agent, the Issuer and the Lenders harmless fiblafaility for, any stamp or other
similar taxes which may be payable in connectioiinwie execution or delivery of this Agreement, @redit Extensions made hereunder, or
the issuance of the Notes and Letters of Crediingrother Loan Documents. The Borrower also ageesimburse the Administrative
Agent, the Issuer and each Lender upon demand!fiedasonable out-of-pocket expenses (includingrattys’ fees and legal expenses)
incurred by the Administrative Agent, the Issuesoch Lender in connection with (x) the negotiatddany restructuring or “work-out”,
whether or not consummated, of any Obligations(gihthe enforcement of any Obligations.

SECTION 11.4. _Indemnification In consideration of the execution and delivefrithis Agreement by each Lender and the
extension of the Commitments, the Borrower herabdgimnifies, exonerates and holds the Administraiigent, the Syndication Agent, the
Issuer and each Lender and each of their respeatfiliates, and each of their respective partnefficers, directors, employees and agents,
and each other Person controlling any of the faregwithin the meaning of either Section 15 of 8exurities Act of 1933, as amended, or
Section 20 of the Securities Exchange Act of 1@34amended (collectively, the “ Indemnified Partje$ree and harmless from and against
any and all actions, causes of action, suits, ggusts, liabilities and damages, and expensaalBcincurred in connection therewith
(irrespective of whether any such Indemnified Party party to the action for which indemnificatioereunder is sought), including
reasonable attorneys’ fees and disbursements ¢toddy, the “ Indemnified Liabilities), incurred by the Indemnified Parties or any loditn
as a result of, or arising out of, or relating to

€)) any transaction financed or to be financed in wloola part, directly or indirectly, with the prosds of any Credit
Extension;
(b) the entering into and performance of this Agreena@at any other Loan Document by any of the Indeiechif

Parties (including any action brought by or on
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behalf of the Borrower as the result of any detaation by the Required Lenders pursuant to Articleot to make any Credit
Extension);

(c) any investigation, litigation or proceeding relatedany acquisition or proposed acquisition byBloerower or any
of its Subsidiaries of all or any portion of theak or assets of any Person, whether or not theididtrative Agent, the Syndication
Agent, the Issuer or such Lender is party thereto;

(d) any investigation, litigation or proceeding relatechny environmental cleanup, audit, compliancetber matter
relating to the protection of the environment @& Release by the Borrower or any of its Subsidiasfeany Hazardous Material;

(e) the presence on or under, or the escape, seepajagk, spillage, discharge, emission, dischamimgleases
from, any real property owned or operated by ther®woer or any Subsidiary thereof of any Hazardowgévlal present on or under
such property in a manner giving rise to liabilityor prior to the time the Borrower or such Suissidowned or operated such
property (including any losses, liabilities, damsigajuries, costs, expenses or claims assertadsing under any Environmental
Law), regardless of whether caused by, or withenabntrol of, the Borrower or such Subsidiary; or

® each Lender’'s Environmental Liability (the indenicaftion herein shall survive repayment of the Nated any
transfer of the property of the Borrower or anytefSubsidiaries by foreclosure or by a deed in ti€foreclosure for any Lender’s
Environmental Liability, regardless of whether cadiby, or within the control of, the Borrower ochuSubsidiary);

except for any such Indemnified Liabilities arisiiog the account of a particular Indemnified Pdyyreason of the relevant Indemnified
Party’s gross negligence or willful misconduct. eTBorrower and its permitted successors and ashigneby waive, release and agree not to
make any claim, or bring any cost recovery actigai@st, the Administrative Agent, the Syndicatiogefit, the Issuer or any Lender under
CERCLA or any state equivalent, or any similar laew existing or hereafter enacted, except to thendarising out of the gross negligence
or willful misconduct of any Indemnified Party. it expressly understood and agreed that to trenettiat any of such Persons is strictly
liable under any Environmental Laws, the Borroweidigation to such Person under this indemnityldik@wise be without regard to fault
on the part of the Borrower with respect to thdation or condition which results in liability otish Person. If and to the extent that the
foregoing undertaking may be unenforceable forraagon, the Borrower hereby agrees to make thenmaxicontribution to the payment
and satisfaction of each of the Indemnified Lidlgi which is permissible under applicable law.

SECTION 11.5. _Survival The obligations of the Borrower under Sectiorss, 4.4, 4.5, 4.6, 11.3and_11.4 and the obligations «
the Lenders under Sections 4@ 10.1, shall in each case survive any termination of Agreement, the payment in full of all Obligatipns
the termination or expiration of all Letters of @iteand the termination of all Commitments. Thpresentations and warranties made by the

Borrower and each other Obligor in this Agreement
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and in each other Loan Document shall survive Ree@tion and delivery of this Agreement and eaah ©ther Loan Document.

SECTION 11.6. _Severability Any provision of this Agreement or any other hdaocument which is prohibited or unenforceable
in any jurisdiction shall, as to such provision audh jurisdiction, be ineffective to the extensath prohibition or unenforceability without
invalidating the remaining provisions of this Agneent or such Loan Document or affecting the validit enforceability of such provision in
any other jurisdiction.

SECTION 11.7. _HeadingsThe various headings of this Agreement and ofiether Loan Document are inserted for convenience
only and shall not affect the meaning or intergreteof this Agreement or such other Loan Docunwerdany provisions hereof or thereof.

SECTION 11.8. _Execution in Counterparts; Effeetigss This Agreement may be executed by the partiesténén several
counterparts each of which shall be deemed to lmrigimal and all of which shall constitute togetheit one and the same agreement. This
Agreement shall become effective when counterpeatsof executed on behalf of the Borrower, the Agjand each Lender (or notice ther
satisfactory to the Administrative Agent), shalVedeen received by the Administrative Agent.

SECTION 11.9. _Governing Law; Entire AgreementHIS AGREEMENT, THE NOTES AND EACH OTHER LOAN
DOCUMENT (OTHER THAN THE LETTERS OF CREDIT, TO THEXTENT SPECIFIED BELOW AND EXCEPT AS OTHERWISE
EXPRESSLY SET FORTH IN A LOAN DOCUMENT), INCLUDIN®ROVISIONS WITH RESPECT TO INTEREST, LOAN CHARGES
AND COMMITMENT FEES, SHALL EACH BE DEEMED TO BE A ONTRACT MADE UNDER AND GOVERNED BY THE
INTERNAL LAWS OF THE STATE OF NEW YORK (INCLUDING BR SUCH PURPOSE SECTIONS 5-1401 AND 5-1402 OF THE
GENERAL OBLIGATIONS LAW OF THE STATE OF NEW YORK)EACH LETTER OF CREDIT SHALL BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH, THE LAWS OR RULES DESNATED IN SUCH LETTER OF CREDIT, OR IF NO LAWS C
RULES ARE DESIGNATED, THE INTERNATIONAL STANDBY PRETICES (ISP98—INTERNATIONAL CHAMBER OF
COMMERCE PUBLICATION NUMBER 590 (THE “ ISP RULEY) AND, AS TO MATTERS NOT GOVERNED BY THE ISP RULE,
THE INTERNAL LAWS OF THE STATE OF NEW YORK. Thisdreement and the other Loan Documents constitetertkire
understanding among the parties hereto with respdbe subject matter hereof and thereof and segderany prior agreements, written or
oral, with respect thereto.

SECTION 11.10. _Successors and Assigiiis Agreement shall be binding upon and simaiié to the benefit of the parties hereto
and their respective successors and assigns; payvitbwever, that:

€)) the Borrower may not assign or transfer its rigittebligations hereunder without the prior writnsent of the
Administrative Agent and all Lenders; and
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(b) the rights of sale, assignment and transfer of #ralers are subject to Section 11.11

SECTION 11.11. _Sale and Transfer of Loans ang$|dRarticipations in Loans and NoteEach Lender may assign, or sell
participations in, its Loans, Letters of Credit &dammitments to one or more other Persons, on grmmtabasis, in accordance with this
Section 11.11

SECTION 11.11.1. _AssignmentsAny Lender,

€)) with the written consents of the Borrower and tltimnistrative Agent (which consents shall not besasonably
delayed or withheld and which consent, in the cdtbe Borrower, shall be deemed to have been givéime absence of a written
notice delivered by the Borrower to the AdministratAgent, on or before the fifth Business Day afteeipt by the Borrower of
such Lender’s request for such consent), may atiamgyassign and delegate to one or more commevaieds or other financial
institutions; and

(b) with notice to the Borrower and the Administrati&gent, but without the consent of the Borrowerar t
Administrative Agent, may assign and delegate toddrits Affiliates, Related Fund or to any othesrider,

(each Person described in either of the foregoiagses as being the Person to whom such assigrameémtelegation is to be made, being
hereinafter referred to as an “ Assignee Leriflaall or any fraction of such Lender’s total Laamparticipations in Letters of Credit and Letter
of Credit Outstandings with respect thereto and @d@ments in a minimum aggregate amount of $1,0@Che then remaining amount of
a Lender’s type of Loan or Commitment; providdtbwever, that (i) with respect to assignments of Revoliogns, the assigning Lender
must assign a pmataportion of each of its Revolving Loan CommitmerRgyolving Loans and interest in Letters of Credit&andings, (ii)
the Administrative Agent, in its own discretion, oy instruction from the Issuer, may refuse acagggaof an assignment of Revolving Loans
and Revolving Loan Commitments to a Person no$fyatg long-term certificate of deposit ratings pisied by S&P or Moody’s, of at least
BBB- or Baa3, respectively, or (unless otherwisead to by the Issuer), if such assignment wouldsyant to any applicable laws, rules or
regulations, be binding on the Issuer, resultieduced rate of return to the Issuer or requirdgbeer to set aside capital in an amount that is
greater than that which is required to be set asidether Lenders participating in the LettersCoédit, and (iii) such minimum assignment
amounts shall not apply to assignments among Lenttezir Affiliates and Related Funds; providddrther, that any such Assignee Lender
will comply, if applicable, with the provisions c@ined in_Section 4.6nd the Borrower, each other Obligor and the Adstiiative Agent

shall be entitled to continue to deal solely arreéatly with such Lender in connection with the netets so assigned and delegated to an

Assignee Lender until

0] written notice of such assignment and delegatimgether with payment instructions, addresses and
related information with respect to such Assigneeder, shall have been given to the Borrower aad\thministrative
Agent by such Lender and such Assignee Lender;
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(i) such Lender and such Assignee Lender shall havaitectand delivered to the Borrower and the
Administrative Agent a Lender Assignment Agreemantepted by the Administrative Agent; and

(iii) the processing fees described below shall have jbeieln

From and after the date that the Administrative mtgeccepts such Lender Assignment Agreement amddethe information contained
therein in the Register pursuant to Section 11,1%)3he Assignee Lender thereunder shall be ddean®matically to have become a party
hereto and to the extent that rights and obligatioereunder have been assigned and delegatedité\ssignee Lender in connection with
such Lender Assignment Agreement shall have thegsignd obligations of a Lender hereunder and utheéeother Loan Documents, and
(y) the assignor Lender, to the extent that rigimd obligations hereunder have been assigned degladed by it in connection with such
Lender Assignment Agreement, shall be released ft®obligations hereunder and under the other acuments. Within ten Business
Days after its receipt of notice that the Admirasitre Agent has received an executed Lender Assghigreement, the Borrower shall
execute and deliver to the Administrative Agent (elivery to the relevant Assignee Lender), toakgent required by the Assignee Lender,
new Notes evidencing such Assignee Lender’s asdigpans and Commitments and, if the assignor Lehdsrretained Loans and
Commitments hereunder, replacement Notes in timeipal amount of the Loans and Commitments, asdlse may be, retained by the
assignor Lender hereunder (such Notes to be inagxhfor, but not in payment of, those Notes, thedd by such assignor Lender). Each
such Note shall be dated the date of the predecBisges. The assignor Lender shall mark the prestar Notes “exchanged” and deliver
them to the Borrower. Accrued interest on that pathe predecessor Notes evidenced by the newd\mid accrued fees, shall be paid as
provided in the Lender Assignment Agreement. Aedrinterest on that part of the predecessor Notégced by the replacement Notes
shall be paid to the assignor Lender. Accruedésteand accrued fees shall be paid at the sameedtiimes provided in the predecessor
Notes and in this Agreement. Such assignor Leadsuch Assignee Lender must also pay a proce&sint the Administrative Agent upt
delivery of any Lender Assignment Agreement, indheount of $3,500, unless such assignment andat&lags by a Lender to its Affiliate
or if such assignment and delegation is by a Letwl#hve Federal Reserve Bank or other creditopragided below; providetiowever that
for purposes of paying such processing fee, sameaskignments to Affiliates and/or Related Funda b&nder shall be treated as a single
assignment. Any attempted assignment and delegatibmade in accordance with this Section 11.3kdll be null and void.

Notwithstanding any other term of ttSection 11.11.]1 the agreement of the Swing Line Lender to pro#igeSwing Line Loan Commitme
shall not impair or otherwise restrict in any mantie ability of the Swing Line Lender to make asgignment of its Loans or Commitme!
it being understood and agreed that the Swing Lereer may terminate its Swing Line Loan Commitmémthe extent such Swing Line
Commitment would exceed its Revolving Loan Committrefter giving effect to such assignment, in cartioe with the making of any
assignment. Nothing contained in this Section 1.1.4hall restrict or prohibit any Lender from pledgitgyrights (but not its obligations to
make Loans) under this Agreement and/or its Loanéoat its Notes hereunder to a Federal Reserve Barik the case of a Lender which i
fund, to the trustee of, or other Eligible Institut affiliated with, such fund for the
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benefit of its investors) or other creditor in sapof borrowings made by such Lender from suchefFgdReserve Bank or other creditor.

In the event that S&P or Moodyshall, after the date that any Lender with a Cament to make Revolving Loans or participate irtées of
Credit or Swing Line Loans becomes a Lender, doaagithe long-term certificate of deposit ratindomg-term senior unsecured debt rating
of such Lender, and the resulting rating shall dlew BBB- or Baa3, then each of the Issuer andifiérent) the Swing Line Lender shall
have the right, but not the obligation, upon notixsuch Lender and the Administrative Agent, {glaee such Lender with an Assignee
Lender in accordance with and subject to the w&iris contained in this Section, and such Leneéeelhy agrees to transfer and assign
without recourse (in accordance with and subjetii¢orestrictions contained in this Section) alliitterests, rights and obligations in respect
of its Revolving Loan Commitment under this Agreaini® such Assignee Lender; provideabwever, that (i) no such assignment shall
conflict with any law, rule and regulation or oradrany governmental authority and (ii) such Assigiender shall pay to such Lender in
immediately available funds on the date of suclgassent the principal of and interest and feesu(if) accrued to the date of payment on the
Loans made, and Letters of Credit participatedynsuch Lender hereunder and all other amountsiaddor such Lender’s account or owed
to it hereunder.

SECTION 11.11.2. Participations

@) Any Lender may at any time sell to one or more c@muial banks or other Persons (each of such coniaherc
banks and other Persons being herein called atitlp@nt”) participating interests in any of the Loans, Goitments, or other
interests of such Lender hereunder; providedwever, that

0] no participation contemplated in this Section stelleve such Lender from its Commitments or itseot
obligations hereunder or under any other Loan Daum

(i) such Lender shall remain solely responsible forpdgormance of its Commitments and such other
obligations;
(iii) each Borrower and each other Obligor and the Adstriative Agent shall continue to deal solely and

directly with such Lender in connection with suatnders rights and obligations under this Agreement aahef the othe
Loan Documents;

(iv) no Participant, unless such Participant is an iatfil of such Lender, or Related Fund or is itséléader,
shall be entitled to require such Lender to takeefrain from taking any action hereunder or uratey other Loan
Document, except that such Lender may agree wigHPanticipant that such Lender will not, withouthuParticipant’'s
consent, take any action of the type describedbinse (a) (b), (f) or, to the extent requiring the consent of eachdeen
clause (cpf Section 11.1 and
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(v) the Borrower shall not be required to pay any arhonder this Agreement that is greater than theuent
which it would have been required to pay had ndigipating interest been sold.

4.9, 11.3and 11.4 shall be considered a Lender. Each Particigaadt enly be indemnified for increased costs punsua Section 4.34.5
or 4.6if and to the extent that the Lender which soldhsparticipating interest to such Participant conently is entitled to make, and does
make, a claim on the Borrower for such increasetiscoAny Lender that sells a participating interesny Loan, Commitment or other
interest to a Participant under this Section shdkmnify and hold harmless each Borrower and ttmifistrative Agent from and against
any taxes, penalties, interest or other costsssel® (including reasonable attornefgg’'s and expenses) incurred or payable by the ®error
the Administrative Agent as a result of the failofehe Borrower or the Administrative Agent to gqoignwith its obligations to deduct or
withhold any taxes from any payments made purstaattiis Agreement to such Lender or the AdministeaAgent, as the case may be,
which taxes would not have been incurred or payiisiech Participant had been a Non-U.S. Lendenilzs entitled to deliver to the
Borrower, the Administrative Agent or such Lenderd did in fact so deliver, a duly completed anlitMaorm 1001 or 4224 (or applicable
successor form) entitling such Participant to ree@iayments under this Agreement without deduatiorithholding of any United States
federal taxes.

SECTION 11.11.3.__RegisterThe Borrower hereby designates the Administeafigent to serve as the Borrower’s agent, and the
Administrative Agent hereby accepts such designasolely for the purpose of this Section, to nmaiimta register (the “ Regist®ron which
the Administrative Agent will record each Lende€emmitment, the Loans made by each Lender and thesNevidencing such Loans, and
each repayment in respect of the principal amotititeoLoans of each Lender and annexed to whict\tministrative Agent shall retain a
copy of each Lender Assignment Agreement delivematde Administrative Agent pursuant to this Settid-ailure to make any recordation,
or any error in such recordation, shall not affeetBorrower’s or any other Obligor’s Obligatiomsrespect of such Loans or Notes. The
entries in the Register shall be conclusive, inabgence of manifest error, and the Borrower, ttimifistrative Agent and the Lenders shall
treat each Person in whose name a Loan and réatiedis registered as the owner thereof for alppaes of this Agreement, notwithstanding
notice or any provision herein to the contraryLéader's Commitment and the Loans made pursuangtinand the Notes evidencing such
Loans may be assigned or otherwise transferrechlenor in part only by registration of such assigmt or transfer in the Register. Any
assignment or transfer of a Lende€ommitment or the Loans or the Notes evidenciradp $ oans made pursuant thereto shall be regisie
the Register only upon delivery to the AdministratAgent of a Lender Assignment Agreement duly atext by the assignor thereof. No
assignment or transfer of a Lender’'s Commitmertaans or the Notes evidencing such Loans shadfteetive unless such assignment or
transfer shall have been recorded in the Registéhdd Administrative Agent as provided in this $&tt No Lender Assignment Agreement
shall be effective until recorded in the Registdpon its receipt of a Lender Assignment Agreenaery executed by the assigning Lender,
the Assignee Lender and any other Person whoserbosacknowledgement is required pursuant toi@edtl.11.1, the
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Administrative Agent shall promptly (i) accept sustnder Assignment Agreement and (ii) record tliermation contained therein in the
Register.

SECTION 11.12. _Other Transaction®Nothing contained herein shall preclude the Adstiative Agent, the Issuer or any other
Lender from engaging in any transaction, in additinthose contemplated by this Agreement or ahgrdtoan Document, the Borrower or
any of its Affiliates in which the Borrower or suéffiliate is not restricted hereby from engaginghnany other Person.

SECTION 11.13. _Forum Selection and Consent tsdigtion. ANY LITIGATION BASED HEREON, OR ARISING OUT OF,
UNDER, OR IN CONNECTION WITH, THIS AGREEMENT OR ANOTHER LOAN DOCUMENT, OR ANY COURSE OF CONDUCT,
COURSE OF DEALING, STATEMENTS (WHETHER ORAL OR WRTEN) OR ACTIONS OF THE ADMINISTRATIVE AGENT, THE
SYNDICATION AGENT, THE LENDERS, ANY ISSUER OR THE@RROWER IN CONNECTION HEREWITH OR THEREWITH
SHALL BE BROUGHT AND MAINTAINED EXCLUSIVELY IN THE COURTS OF THE STATE OF NEW YORK OR IN THE UNITED
STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT ®EW YORK; PROVIDED, HOWEVER, THAT ANY SUIT
SEEKING ENFORCEMENT AGAINST ANY COLLATERAL OR OTHERROPERTY MAY BE BROUGHT, AT THE
ADMINISTRATIVE AGENT’'S OPTION, IN THE COURTS OF ANYJURISDICTION WHERE SUCH COLLATERAL OR OTHER
PROPERTY MAY BE FOUND. THE BORROWER IRREVOCABLY @GENTS TO THE SERVICE OF PROCESS BY REGISTERED
MAIL, POSTAGE PREPAID, OR BY PERSONAL SERVICE WITNIOR WITHOUT THE STATE OF NEW YORK AT THE ADDRESS
FOR NOTICES SPECIFIED IN SECTION 11.2THE BORROWER HEREBY EXPRESSLY AND IRREVOCABLY WXES, TO THE
FULLEST EXTENT PERMITTED BY LAW, ANY OBJECTION WHIE IT MAY HAVE OR HEREAFTER MAY HAVE TO THE
LAYING OF VENUE OF ANY SUCH LITIGATION BROUGHT IN ANY SUCH COURT REFERRED TO ABOVE AND ANY CLAIM
THAT ANY SUCH LITIGATION HAS BEEN BROUGHT IN AN INCONVENIENT FORUM. TO THE EXTENT THAT THE
BORROWER HAS OR HEREAFTER MAY ACQUIRE ANY IMMUNITYROM JURISDICTION OF ANY COURT OR FROM ANY
LEGAL PROCESS (WHETHER THROUGH SERVICE OR NOTICETPACHMENT PRIOR TO JUDGMENT, ATTACHMENT IN AID
OF EXECUTION OR OTHERWISE) WITH RESPECT TO ITSELIROTS PROPERTY, THE BORROWER HEREBY IRREVOCABLY
WAIVES TO THE FULLEST EXTENT PERMITTED BY LAW SUCHMMUNITY IN RESPECT OF ITS OBLIGATIONS UNDER THIS
AGREEMENT AND THE OTHER LOAN DOCUMENTS.

SECTION 11.14. Waiver of Jury TrialTHE ADMINISTRATIVE AGENT, THE SYNDICATION AGENT,EACH LENDER,
EACH ISSUER AND THE BORROWER HEREBY KNOWINGLY, VOLNTARILY AND INTENTIONALLY WAIVES TO THE
FULLEST EXTENT PERMITTED BY LAW ANY RIGHTS IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
BASED HEREON, OR ARISING OUT OF, UNDER, OR IN CONREION WITH, THIS AGREEMENT OR ANY OTHER LOAN
DOCUMENT, OR ANY COURSE OF CONDUCT, COURSE OF DEAIG, STATEMENTS (WHETHER ORAL OR WRITTEN) OR
ACTIONS OF THE ADMINISTRATIVE AGENT, THE SYNDICATION AGENT, SUCH LENDER, SUCH ISSUER OR THE
BORROWER IN
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CONNECTION HEREWITH OR THEREWITH. THE BORROWER AQIOWLEDGES AND AGREES THAT IT HAS RECEIVED
FULL AND SUFFICIENT CONSIDERATION FOR THIS PROVISI (AND EACH OTHER PROVISION OF EACH OTHER LOAN
DOCUMENT TO WHICH IT IS A PARTY) AND THAT THIS PROYSION IS A MATERIAL INDUCEMENT FOR THE
ADMINISTRATIVE AGENT, THE SYNDICATION AGENT, EACH LENDER AND EACH ISSUER ENTERING INTO THIS
AGREEMENT AND EACH SUCH OTHER LOAN DOCUMENT.

SECTION 11.15. _Confidentiality The Lenders shall hold all non-public informatiobtained pursuant to or in connection with this
Agreement or obtained by such Lender based oniewef the books and records of the Borrower or @fiys Subsidiaries in accordance
with their customary procedures for handling coefitial information of this nature, but may makecttisure to any of their examiners,
Affiliates, outside auditors, counsel and otherf@ssional advisors or to any direct or indirecttcactual counterparty in swap agreements or
such contractual counterparty’s professional ad\iso long as such contractual counterparty orgasibnal advisor to such contractual
counterparty agrees to be bound by the provisibtisi® Section) in connection with this Agreements reasonably required by any potetr
bonafide transferee, participant or assignee, or in conaedtiith the exercise of remedies under a Loan D@&ninor as requested by any
governmental agency or representative thereof muaunt to legal process or to any quasi-regulaatfiority (including the National
Association of Insurance Commissioners); providbdwever, that

(@) unless specifically prohibited by applicable lawcourt order, each Lender shall notify the Borrowkany reque:
by any governmental agency or representative tfi¢otloer than any such request in connection witlexamination of the financial
condition of such Lender by such governmental agefor disclosure of any such non-public informatiarior to disclosure of such
information;

(b) prior to any such disclosure pursuant to this $actil.15, each Lender shall require any such potentiakfeare,
participant and assignee receiving a disclosureafpublic information to agree in writing

0] to be bound by this Section 11.1&nd

(i) to require such Person to require any other Pdsarinom such Person discloses such non-public
information to be similarly bound by this Sectich15; and

(c) except as may be required by an order of a cowtwipetent jurisdiction and to the extent set ftintrein, no
Lender shall be obligated or required to return muagerials furnished by the Borrower or any Sulasidi

Notwithstanding the foregoing paragraphs of thisti®a, any party to this Agreement (and each Adfdi director, officer, employe
agent or representative of the foregoing or sudhi#@e) may disclose to any and all persons, withiomitation of any kind, the tax treatment
and tax structure of the transactions contempllagedin and all materials of any kind (includingripins or other tax analyses) that are
provided to such party relating to such tax treathos
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tax structure . The foregoing language is notidés to waive any confidentiality obligations othime applicable under this Agreement
except with respect to the information and matsrsglecifically referenced in the preceding sentefides authorization does not extend to
disclosure of any other information, including (a¢ identity of participants or potential partiaipgin the transactions contemplated herein,
(b) the existence or status of any negotiationg¢)any financial, business, legal or personaimiation of or regarding a party or its
affiliates, or of or regarding any participantspotential participants in the transactions contextgal herein (or any of their respective
affiliates), in each case to the extent such atifermation is not related to the tax treatmentsor structure of the transactions contemplated
herein.

SECTION 11.16. Judgment Currencyf, for the purpose of obtaining judgment in aurt, it is necessary to convert a sum due
hereunder, under any Note or under any other LazsuBent in another currency into U.S. Dollars ¢o ia Foreign Currency, as the case
may be, the parties hereto agree, to the fullastnexhat they may effectively do so, that the aftexchange used shall be that at which, in
accordance with normal banking procedures, theigaige Secured Party could purchase such othegmeyrwith U.S. Dollars or with such
Foreign Currency, as the case may be, in New Ydik &t the close of business on the Business Dawgediately preceding the day on wh
final judgment is given, together with any premiuamsl costs of exchange payable in connection with purchase.

SECTION 11.17. Release of Security Interests

@) Notwithstanding anything to the contrary contaihedein or in any other Loan Document, the Admiaisie
Agent is hereby irrevocably authorized by each legr{dithout requirement of notice to or consenéy Lender except as expres
required by Section 11)lto take any action requested by the Borrowerrgathe effect of releasing any collateral or gusgan
obligations (i) to the extent necessary to permitsummation of any transaction expressly permitiedny Loan Document or that
has been consented to in accordance with Sectidrot {ii) under the circumstances described in payalgi(b) below.

(b) At such time as the Loans, the Reimbursement Qiiggand the other obligations under the Loan Dusnts
shall have been paid in full, the Commitments Haeen terminated and no letters of Credit shalluistanding, the collateral shall
released from the Liens created by the Securitye@grents, and the Security Agreements and all dldiga(other than those
expressly stated to survive such termination) efAdministrative Agent and each Obligor under thew8ity Agreements shall
terminate, all without delivery of any instrumemtperformance of any act by any Person.
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be executed by their respectifiesrs thereunto duly
authorized as of the date first above written.

WEIGHT WATCHERS INTERNATIONAL, INC.

By:

Name:
Title:

THE BANK OF NOVA SCOTIA, as
Administrative Agent and as a Lenc

By:

Name:
Title:

CREDIT SUISSE FIRST BOSTON, acting through
its Cayman Islands Branch, as Syndication Agent
and as a Lend¢

By:

Name:
Title:

By:

Name:
Title:

LENDERS:

[INSERT NAME OF LENDER]

By:

Name:
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Exhibit 10.38
FORM OF CONTINUITY AGREEMENT

This Agreement (the “ Agreemehtis dated as of October 10, 2003 by and betweemi Watchers International, Inc., a
Virginia corporation (the “ Compariy, and (the " ExecutiVe

WHEREAS, the Company’s Board of Directors (the “aBi”) considers the continued services of key exeestiof the
Company to be in the best interests of the Compauyits stockholders; and

WHEREAS, the Board desires to assure, and hasndieed that it is appropriate and in the best irdisref the Company
and its stockholders to reinforce and encouragedhénued attention and dedication of key exeastiof the Company to their duties of
employment without personal distraction or confti€interest in circumstances which could ariserfithe occurrence of a change in control
of the Company; and

WHEREAS, the Board has authorized the Company terémo continuity agreements with certain keyanaves of the
Company, such agreements to set forth the sevecamspensation which the Company agrees to pay exetutives under certain
circumstances in connection with a change in cboofrthe Company; and

WHEREAS, the Executive is a key executive of thenpany and has been designated by the Compensaiiom{tee of
the Board (the “ Committed as an executive to be offered such a contincitympensation agreement with the Company.

NOW, THEREFORE, in consideration of the premised e mutual covenants and agreements containethtaerd other
good and valuable consideration, the receipt afftcimncy of which is hereby acknowledged, the Camp and the Executive agree as
follows:

1. Term. This Agreement shall become effective on the tiareof and, subject to the Executive’s continued
employment by the Company, remain in effect uh@él third anniversary thereof; providetlowever, that, on such third anniversary and on
each successive one-year anniversary thereof (addRenewal Daté), this Agreement shall automatically renew, uslése Company
provides to the Executive, in writing, at least &s prior to any Renewal Date, notice that tigse&ment shall not be renewed.
Notwithstanding the foregoing, in the event th&range in Control (as hereinafter defined) occtiesg time prior to the termination
expiration of this Agreement in accordance with pheceding sentence, this Agreement shall not textaiuntil the second anniversary of the
Change in Control.

2. Change in Contral No compensation or other benefit shall be payahbtsuant to Section 4 of this Agreement
unless and until either (i) a Change in Controlldteve occurred while the Executive is an emplogkthe Company and the Executive’s
employment by the Company thereafter shall havmiteated in accordance with Section 3(a)(i) ort{greof or (ii) the Executive’s
employment by the Company shall have terminatextaordance with Section 3(a)(ii) or (iii) hereoiqgprto the occurrence of a Change in
Control and thereafter a Change in Control actuadiyurs. For purposes of this Agreement, a “Chamgzontrol” shall be deemed to have
occurred when:




€)) any “Person” or “Group,” in each case within theamiag of Section 13(d)(3) or 14(d)(2) of the Setiesi
Exchange Act of 1934, as amended (the “ Exchand&)Ather than the Company or any company own@ecty or indirectly, by the
shareholders of the Company in substantially tineesproportions as their ownership of stock of tieen@any), becomes the “Beneficial
Owner,” within the meaning of Rule 13d-3 promulghteder the Exchange Act, of 25% or more of thelmoed voting power of the then
outstanding securities of the Company entitleddi®\generally in the election of members of therBpaxcluding, however, any
circumstance in which such beneficial ownershipites from any acquisition by an employee bendéihor related trust) sponsored or
maintained by the Company or by any Person or Goamgrolling, controlled by or under common contrath, the Company;

(b) a change in the composition of the Board sincalttte of this Agreement such that the individualeyas of such
date, constituted the Board (the “ Incumbent Bdakase for any reason to constitute at leastjaniaof such Board; providedthat any
individual, who becomes a member of the Board syloset to the date of this Agreement, whose electionomination for election by the
Company’s stockholders, was approved by the vot lfast a majority of the directors then compgshe Incumbent Board, shall be
deemed a member of the Incumbent Board; and prdvidéher, that any individual who was initially electedasnember of the Board as a
result of an actual or threatened election conssssuch terms are used in Rule 14a-12 of Regnla#é promulgated under the Exchange
Act, or any other actual or threatened solicitatibproxies or consents by or on behalf of any &ei@ Group other than the Board shall not
be deemed a member of the Incumbent Board;

(c) a reorganization, recapitalization, merger or cidaton (a “ Corporate Transactidhinvolving the Company,
unless securities representing 51% or more of ¢hebined voting power of the then outstanding vosegurities entitled to vote generally in
the election of directors of the Company or thetgmésulting from such Corporate Transaction {ar parent of such entity) are held
subsequent to such transaction by the Person soiewho were the beneficial holders of the outktanvoting securities entitled to vote
generally in the election of directors of the Companmediately prior to such Corporate Transactinrsubstantially the same proportions as
their ownership immediately prior to such Corporftensaction; or

(d) the sale, transfer or other disposition of all @pstantially all of the assets of the Company erlitidation or
dissolution of the Company;

if and only if , as a result of the occurrence of any of the foirggevents in subsections (a) through (d) abowg Rerson or Group other than
Artal Luxembourg S.A. or any of its affiliates islmecomes the Beneficial Owner, directly or indilyoof securities of the Company
representing 50% or more of the combined votinggroef its then outstanding securities entitledatevin the election of members of the
Board.

3. Termination of Employment; Definitions

€)) The Executive shall be entitled to the compensairavided for in Section 4 of this Agreement if:
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0] within two years following a Change in Control, tBrecutive’s employment is terminated by the Conyfan
any reason other than (A) the Executive’s DisahiliB) the Executive’s Retirement, (C) the Execetsvdeath, or (D) for Cause
(Disability, Retirement and Cause are hereinafédingd);

(i) in the event that (A) within three months priorbat in connection with, the anticipated occurreata Change in
Control (and thereafter such Change in Controlaltwccurs, in which case Executive’s date of Tiaation shall be deemed to
have occurred immediately following the Change ofttol) or (B) within two years following a ChangeControl, the Executive
terminates his or her employment for Good Reassmié¢fined in Section 3(e) below) after providing @ompany with a Notice of
Termination (as defined below) at least 60 daysrfa such termination of employment; or

(iii) (A) an agreement is signed which, if consummatemijld/result in a Change in Control, (B) betweendhte on
which such agreement is signed but prior to theaaiccurrence of the Change in Control, in corinaawith such anticipated
Change in Control the Executive’s employment isiaated by the Company for any reason other thathéxExecutives Disability,
(y) the Executive’s Retirement, (z) the Executivééath, or (D) for Cause and (C) such Change irtr@bactually occurs (in which
case Executive’s date of Termination shall be dektodave occurred immediately following the Chanfi€ontrol).

(b) Disability . For purposes of this Agreement, “Disability” Bmean the Executive’s absence from the full-time
performance of the Executive’s duties (as suchedugkisted immediately prior to such absence)ndutie term of this Agreement, for 180
consecutive business days, when the Executivesébliid as a result of incapacity due to physicatental illness, as determined by a
physician selected by the Executive and approvetti&y ompany for such purpose (such approval nbétonreasonably withheld).

(c) Retirement For purposes of this Agreement, “Retirementlisi@an the Executive’s voluntary termination of
employment, during the term of this Agreement, parg to late, normal or early retirement under s plan sponsored by the Company,
as defined in such plan, but only if such retirehwaturs prior to a termination by the Company withCause (and not in anticipation of a
termination for Cause).

(d) Cause For purposes of this Agreement, “Cause” shalimie occurrence, during the term of this Agreenafn
any of the following:

0] the willful and continued failure of the Executiteeperform substantially all of his or her dutieshithe Company
(other than any such failure resulting from incafyadue to physical or mental illness) for a perafdLO days following a written
demand for substantial performance that is deltvévesuch Executive by the Board, which specificalentifies the manner in
which the Board believes the Executive has nottamitially performed his or her duties;

(i) dishonesty in the performance of the Executiveseduwvith the Company;
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(iii) the Executive’s conviction of, or plea of guilty molo contenderdo, a crime under the laws of the United State
any state thereof constituting (x) a felony orgynisdemeanor involving moral turpitude;

(iv) the Executive’s willful malfeasance or willful mimeduct in connection with the Executive’s dutieshwihe
Company or any act or omission which is injurioaistte financial condition or business reputatiothef Company or its affiliates;

(v) the Executive’s breach of the provisions of Secfi@rof this Agreement.

Termination of the Executive for Cause shall be enlagl delivery to the Executive of a copy of a ratioh duly adopted by the affirmative
vote of not less than a majority of the non-empéogeembers of the Board (or, after a Change in @frdf the ultimate parent of the entity
which caused the Change in Control (if the Compaasy become a subsidiary) to have occurred), atedimgeof such members called and
held for such purpose, which meeting shall be heldess than 30 days after the Company has prdyider written notice to the Executive
specifying the basis for such termination and taigulars thereof and a reasonable opportunityiferExecutive to cure or otherwise resolve
the behavior in question prior to such meetinggifig that, in the reasonable judgment of such mesnitlee conduct or event set forth in any
of clauses (i) through (v) above has occurred hatiduch occurrence warrants the Executive’s tetion.

(e) Good Reason For purposes of this Agreement, “Good Reasoall shean the occurrence, during the term of this
Agreement, of any of the following, without the Exgive’s express written consent:

0] Any diminution in the Executive’s duties, titles msponsibilities with the Company from those ifeef
immediately prior to a Change in Control (or in the=nt that the Executive alleges that Good Rehasroccurred prior to but in
connection with a Change in Control, from thosefiect prior to the date that is three months praathe Change in Control);
provided, however, that no such diminution shall be deemed to esaktly because of changes in the Executive’s dutitées or
responsibilities as a consequence of the Compaasirapto be a company with publicly traded seasitr becoming a wholly
owned subsidiary of another Person or Group;

(i) Any reduction in the Executive’s annual base satemy annual cash bonus percentage target establisiger the
Company'’s annual incentive plan (the “ Bonus P)aftogether, the “ Compensatidhfrom the Executive’s Compensation in effect
immediately prior to a Change in Control (or in thesnt that the Executive alleges that Good Rehasroccurred prior to but in
connection with a Change in Control, from such Cengation in effect prior to the date that is thremnths prior to the Change in
Control);

(iii) any relocation of the Executive’s principal worlagé to a location that is East of the Nassau Ce8nffolk
County border; or




(iv) any failure by the Company to obtain from any sssoeto the Company an agreement, reasonablyesztisf to
the Executive, to assume and perform this Agreenasntontemplated by Section 10(a) hereof.

Notwithstanding the foregoing, in the event that Executive provides the Company with a Notice effiination (as defined belo
referencing this Section 3(e) within 60 days affter occurrence of an event giving rise to Good Beathe Company shall have 30 days
thereafter in which to cure or resolve the behagtherwise constituting Good Reason.

® Notice of Termination Any purported termination of the Executive’s dayment (other than on account of the
Executive’s death) shall be communicated by a MaticTermination to the Executive, if such termioatis by the Company, or to the
Company, if such termination is by the Executi¥@r purposes of this Agreement, “ Notice of Ternima” shall mean a written notice
which shall indicate the specific termination pieh in this Agreement relied upon and shall sghfim reasonable detail the facts and
circumstances claimed to provide a basis for testion of the Executive’s employment under the psimris so indicated.For purposes of
this Agreement, no purported termination of Exaais employment with the Company shall be effectintout such a Notice of
Termination having been given.

4, Compensation Upon Termination of Employmerif the Executive’s employment by the Companylishe
terminated in accordance with Section 3(a) (therniination”), the Executive shall be entitled to the follogipayments and benefits:

(@) Severance The Company shall pay, or cause to be paitheddeikecutive a cash severance payment in an amoun
equal to the product of three times the sum ah@)Executive’s annual base salary on the dateso€hange in Control (or, if higher, the
annual base salary in effect immediately prioti® giving of the Notice of Termination) and (iietExecutive’s target annual bonus (* Target
Bonus”) in respect of the fiscal year of the Company Fscal Year”) in which the Termination occurs (or, if highéine average annual
bonus actually earned by the Executive in respkitteothree full Fiscal Years prior to the yeamihich the Notice of Termination is given)
under the Bonus Plan. This cash severance amoalhbshpayable in a lump sum, calculated withoyt present value discount, within 10
business days after the Executive’s date of Tertioina

(b) Additional Payments and BenefitsThe Executive shall also be entitled to:

0] a lump sum cash payment equal to the sum of (AtteEutive’s accrued but unpaid base salary throbgluate
of Termination, (B) the unpaid portion, if any,lmfnuses previously earned by the Executive purdoahe Bonus Plan, (C) in
respect of the Fiscal Year in which the date offieation occurs, the higher of (x) the pro ratatiporof the Executive’s Target
Bonus and (y) if the Company is exceeding the parémce targets established under the Bonus Plauédr Fiscal Year as of the
date of Termination, the Executive’s actual anagadus payable under the Bonus Plan based uporash@wvement (such pro rata
portion in either case calculated from January dush year through the date of Termination) (sument, the “ Pro Rata Bonls
and (D) any other compensation previously defeteedluding qualified plan deferrals by the Execetiinder or into benefit plans
the Company), and (E) an amount




representing the Executive’s accrued but unusedticacdays, if any, in each case for subsectiongh{fough (E) above, in full
satisfaction of the Executive’s rights thereto;

(i) continued medical, dental, vision, and life insw&acoverage (excluding accidental death and disalvisurance)
(“ Welfare Benefit Coverag® for the Executive and the Executive’s eligiblepgndents or, to the extent Welfare Benefit Coverag
is not commercially available, such other WelfaenBfit Coverage reasonably acceptable to the Eixecuin the same basis as in
effect prior to the Executive’s Termination, fopariod ending on the earlier of (A) the third arersary of the date of Termination
(the “ Continuation Periot) and (B) the commencement of comparable Welfazaadit Coverage by the Executive with a
subsequent employer;

(iii) continued provision of the perquisites the Exe@iimjoyed prior to the date of Termination for aéqukending ol
the earlier of (A) the end of the Continuation Bdrand (B) the receipt by the Executive of complarakrquisites from a subsequent
employer;

(iv) immediate 100% vesting of all outstanding stockan®, stock appreciation rights, phantom stocksuaitd

restricted stock granted or issued by the Compaioy f, on or upon the Change in Control (to tikteat not previously vested on
following the Change in Control);

(v) additional Company contributions under the Compsuayialified defined contribution plan and any other
retirement plans in which the Executive particiggbeior to the date of Termination during the Couaétion Period; provided
however, that where such contributions may not be provigetout adversely affecting the qualified statéisach plan or where
such contributions are otherwise prohibited by sigh plans, the Executive shall instead receivadalitional lump sum payment
equal to the contributions that would have beenaxtding the Continuation Period if the Executiael lemained employed with 1
Company during such period; and

(vi) all other accrued or vested benefits in accordantethe terms of any applicable Company plan, Wwhiested
benefits shall include the Executive’s otherwisgasgted account balances in the Company’s qualifédithed contribution plan,
which shall become vested as of the date of Terioimdthe “ Accrued Benefity (with an offset for any amounts paid under Sec
4(b)(i)(D), above).

All lump sum payments under this Section 4(b) shalpaid within 10 business days after the Exeeigidate of Termination.

(c) Outplacement If so requested by the Executive, outplacementices shall be provided by a professional
outplacement provider selected by the Executiveyiged, however, that such outplacement services shall be proviodide Executive at a
cost to the Company of not more than $30,000.

(d) Legal Expenses The Company shall pay or reimburse the Execdtiveeasonable legal fees (including without
limitation, any and all court costs and attorndgg's and expenses) incurred by the Executive inection with or as a result of any claim,
action or




proceeding brought by the Company or the Execuwtitte respect to or arising out of this Agreemengny provision hereof; provided
however, that the Company shall have no obligation to gageimburse any such legal fees if (i) in the aafsan action brought by the
Executive, the Company is successful in establgshiith the court that the Executive’s action wadsetain bad faith or was frivolous or
otherwise without a reasonable legal or factuaishas (ii) in the case of any action, the actismmaterially decided in favor of the Company.

5. Compensation Upon Termination for Death, DisahilRetirement. If the Executive’s employment is terminated
by reason of Death, Disability or Retirement ptmany other Termination (other than in anticipatad a termination for Cause by the
Company), the Executive will receive:

€)) the sum of (i) the Executive’s accrued but unpasebsalary through the date of Termination, (& fmo Rata
Bonus, and (iii) any compensation previously deférfexcluding any qualified plan deferrals) by Ehescutive under or into benefit plans of
the Company and an amount representing the Exetsiticcrued but unused vacation days, if any, @ ease, in full satisfaction of the
Executive’s rights thereto; and

(b) the Accrued Benefits (with an offset for any amaeupdid under Section 5(a)(iii), above).
6. Compensation Upon Termination by the Company fars€a If the Executive’s employment is terminated bg t

Company for Cause, the Executive will receive t@ ®f the Executive’s accrued but unpaid salargugh the date of Termination and an
amount representing the Executive’s accrued busethwacation days, if any, in each case, in ftis&ation of the Executive'rights theretc

7. Excess Parachute Excise TaNotwithstanding any other provision of this Agneent,

€)) If it is determined (as provided in Section 7(®ldw) that the payments and benefits provided uBaetion 4(a)
and Sections 4(b)(i), (ii) and (iii), in the aggatg (a “ Paymenr), would be subject to the excise tax imposed uigkzxtion 4999 (or any
successor provision thereto) of the Internal Reeddade of 1986, as amended (the * C9dry reason of being “contingent on a change in
ownership or control” of the Company, within theaniag of Section 280G of the Code (or any succgasnision thereto) or to any similar
tax imposed by state or local law, or any intecegienalties with respect to such excise tax ($axlor taxes, together with any such interest
and penalties, are hereafter collectively refetceds the “ Excise TaY, and the aggregate value of the Payment excé€dsmes the
Executive’s “base amount,” as defined in Sectio@@@d)(3) of the Code (the (* Base Amouihby five percent (5%) or less, then the
Payment shall be reduced to the extent necessdhasthe aggregate value of the Payment is equaP9 times the Base Amount (the “
Reduced Amount); provided, however, that if the aggregate value of the Payment exx#deelBase Amount by more than five percent (!
then the Executive shall be entitled to receivadditional payment or payments (a “ Grass Payment) in an amount such that, after
payment by the Executive of all taxes (including arterest or penalties imposed with respect tdvgages), including any Excise Tax,
imposed upon the Gross-Up Payment, the Executtainsean amount of the Gross-Up Payment equakt&ittise Tax imposed upon the
Payment.




(b) If the determination made pursuant to Section i&silts in a reduction of the payments that wotiheéiwise be
paid to the Executive except for the applicatiorsettion 7(a)(i) hereof, the Executive may thewtela his sole discretion, which and how
much of any particular entitlement shall be elindénbor reduced and shall advise the Company inngrif his election within 10 days of the
determination of the reduction in payments. Ifsach election is made by the Executive within sb@tday period, the Company may elect
which and how much of any entitlement shall be glated or reduced and shall notify the Executivagstly of such election. Within 10
days following such determination and the electiomseunder, the Company shall pay to or distribai@r for the benefit of the Executive
such amounts as are then due to the Executive timdekgreement and shall promptly pay to or distté to or for the benefit of the
Executive in the future such amounts as becomealtiee Executive under this Agreement.

(c) Subject to the provisions of Section 7(a) herelbfjeterminations required to be made under thidiSe 7,
including whether an Excise Tax is payable by tRedttive and the amount of such Excise Tax and lvelnet Gross-Up Payment is required
and the amount of such Gross-Up Payment, shalldmerhy the nationally recognized firm of certifigablic accountants (the “ Accounting
Firm ") used by the Company prior to the Change in Gur{tr, if such Accounting Firm declines to serthfee Accounting Firm shall be a
nationally recognized firm of certified public aesdants selected by the Executive). The Accourfiingn shall be directed by the Company
or the Executive to submit its preliminary deteration and detailed supporting calculations to ilbthCompany and the Executive within 15
calendar days after the date of Termination, ifiapple, and any other such time or times as maefaested by the Company or the
Executive. If the Accounting Firm determines ttket aggregate value of the Payment exceeds theAasant by more than 5% such that
Excise Tax is payable by the Executive, the Com=mal pay the required Gross-Up Payment to, otHferbenefit of, the Executive within
five business days after receipt of such deternunatnd calculations. If the Accounting Firm detares that no Excise Tax is payable by
Executive, it shall, at the same time as it makeh gletermination, furnish the Executive with amam that he has substantial authority not
to report any Excise Tax on his/her federal, slatsgl income or other tax return. Any determioatby the Accounting Firm as to the amc
of the Gross-Up Payment shall be binding upon tbe@any and the Executive absent a contrary detatiminby the Internal Revenue
Service or a court of competent jurisdiction; po®d, however, that no such determination shall eliminate oucedthe
Company’s obligation to provide any Gross-Up Paynasna result of such contrary determination. Assalt of the uncertainty in the
application of Section 4999 of the Code (or anycsssors provision thereto) and the possibilityiwiilar uncertainty regarding state or local
tax law at the time of any determination by the éunating Firm hereunder, it is possible that GrogsRayments that will not have been made
by the Company should have been made (an “ Undergat/), consistent with the calculations required torbade hereunder. In the event
that the Company exhausts or fails to pursue iteeties pursuant to Section 7(e) hereof and theHixecthereafter is required to make a
payment of any Excise Tax, the Executive shallafitee Accounting Firm to determine the amounthef tynderpayment that has occurred
and to submit its determination and detailed sugapgcalculations to both the Company and the Efteewas promptly as possible. Any such
Underpayment shall be promptly paid by the Companwr for the benefit of, the Executive withindibusiness days after receipt of such
determination and calculations.




(d) The federal, state and local income or other taxnes filed by the Executive (or any filing made d@gonsolidated
tax group that includes the Company) shall be pegpand filed on a consistent basis with the datetion of the Accounting Firm with
respect to the Excise Tax payable by the Execufifee Executive shall make proper payment of thewarhof any Excise Tax, and at the
request of the Company, provide to the Companydngecorrect copies (with any amendments) of hidéaeral income tax return as filed
with the Internal Revenue Service and corresponsliate and local tax returns, if relevant, as fikéth the applicable taxing authority, and
such other documents reasonably requested by thp &y, evidencing such payment. If, prior to tifiag of the Executives federal incom
tax return, or corresponding state or local tanmretif relevant, the Accounting Firm determineattthe amount of the Gross-Up Payment
should be reduced, the Executive shall within 16ifmess days pay to the Company the amount of @dtlction.

(e) () In the event that the Internal Revenue Serelagns that any payment or benefit received uniisrAgreement
constitutes an “excess parachute payment,” withénmbeaning of Section 280G(b)(1) of the Code (grsarccessor provision thereto), the
Executive shall notify the Company in writing ofcbuclaim. Such notification shall be given as sasmracticable but no later than 10
business days after the Executive is informed iitivgr of such claim and shall apprise the Compaiihe nature of such claim and the date
on which such claim is requested to be paid. Tkechtive shall not pay such claim prior to the exton of the 30 day period following the
date on which the Executive gives such notice éo@bmpany (or such shorter period ending on the tiat any payment of taxes with
respect to such claim is due). If the Companyfiestthe Executive in writing prior to the expii@ti of such period that it desires to contest
such claim, the Executive shall (i) give the Company information reasonably requested by the Campelating to such claim; (ii) take
such action in connection with contesting suchnelas the Company shall reasonably request in grftom time to time, including without
limitation, accepting legal representation withpest to such claim by an attorney reasonably ssddoy the Company and reasonably
satisfactory to the Executive; (iii) cooperate wile Company in good faith in order to effectivegntest such claim; and (iv) permit the
Company to participate in any proceedings reldinguch claim; providedhowever, that the Company shall bear and pay directlg@dts
and expenses (including, but not limited to, addiil interest and penalties and related legal,udting or other similar fees) incurred in
connection with such contest and shall indemnify lold the Executive harmless, on an after-taxshdsi and against any Excise Tax or
other tax (including interest and penalties witbpect thereto) imposed as a result of such repagmmand payment of costs and expenses.

(i) The Company shall control all proceedings takecoimnection with such contest and, at its sole optioay
pursue or forgo any and all administrative appeatsceedings, hearings and conferences with thiegauthority in respect of such
claim and may, at its sole option, either direet Bxecutive to pay the tax claimed and sue fofundeor contest the claim in any
permissible manner, and the Executive agrees tepte such contest to a determination before dmyréstrative tribunal, in a
court of initial jurisdiction and in one or morepgtlate courts, as the Company shall determinejiged , however, that if the
Company directs the Executive to pay such claimsaredfor a refund, the Company shall advance trmuiabtof such payment to the
Executive on an interest-free basis, and shallnmiy and hold the Executive harmless, on an afgrbasis, from any Excise Tax
other tax (including interest and penalties witbpect




thereto) imposed with respect to such advance ibr iespect to any imputed income with respect th sidvance; and provided
further, that if the Executive is required to extend ttage of limitations to enable the Company to eshsuch claim, the
Executive may limit this extension solely to sudmniested amount. The Company’s control of theasirghall be limited to issues
with respect to which a corporate deduction wowdiisallowed pursuant to Section 280G of the Caudktlhe Executive shall be
entitled to settle or contest, as the case magrepther issue raised by the Internal Revenuei@eor any other taxing authority.
addition, no position may be taken nor any finabtation be agreed to by the Company without thedEkve’s consent if such
position or resolution could reasonably be expetteativersely affect the Executive (including atiyen tax position of the
Executive unrelated to matters covered hereby).

(iii) If, after the receipt by the Executive of an amoathtanced by the Company in connection with thaesirof the
Excise Tax claim, the Executive becomes entitlegtt@ive any refund with respect to such claim ERecutive shall promptly pay
to the Company the amount of such refund (togetlitbr any interest paid or credited thereon aftgesaapplicable thereto);
provided, however, if the amount of that refund exceeds the amodwhaced by the Company or it is otherwise deterthioe any
reason that additional amounts could be paid tdettexutive without incurring any Excise Tax, angisamount will be promptly
paid by the Company to the named Executive. térahe receipt by the Executive of an amount adedrby the Company in
connection with an Excise Tax claim, a determimaiomade that the Executive shall not be entiibeainy refund with respect to
such claim and the Company does not notify the &bkee in writing of its intent to contest the denid such refund prior to the
expiration of 30 days after such determinationhsatvance shall be forgiven and shall not be requio be repaid and shall be
deemed to be in consideration for services rendsfted the date of the Termination.

0] The Company and the Executive shall each providé\tttounting Firm access to and copies of any haek®rd:
and documents in the possession of the ComparhedEstecutive, as the case may be, reasonably tegu®gsthe Accounting Firm, and
otherwise cooperate with the Accounting Firm inmection with the preparation and issuance of therdgnation contemplated by Section 7
(c) hereof.

(9) The fees and expenses of the Accounting Firm $osetvices in connection with the determinatiorss an
calculations contemplated by Section 7(c) hereafl &fe borne by the Company. If such fees and msgare initially advanced by the
Executive, the Company shall reimburse the Exeettie full amount of such fees and expenses withénbusiness days after receipt from
the Executive of a statement therefor and reaseralitience of his or her payment thereof.

8. Obligations Absolute; NoiExclusivity of Rights; Joint and Several Liability

€)) The obligations of the Company to make the payrtetite Executive, and to make the arrangementsjded for
herein shall be absolute and unconditional and sbabe reduced by any circumstances, includinthavit limitation any set-off,
counterclaim,
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recoupment, defense or other right which the Compaay have against the Executive or any third pargny time.

(b) Nothing in this Agreement shall prevent or limietExecutive’s continuing or future participationainy benefit,
bonus, incentive or other plan or program providgdhe Company and for which the Executive may ifjuéther than any change in cont
or other severance plan or policy), nor shall aimgtnerein limit or reduce such rights as the Exgeumay have under any agreements with
the Company. Amounts which are vested benefitshich the Executive is otherwise entitled to reeaimder any plan or program of the
Company shall be payable in accordance with sumh @t program, except as explicitly modified bystAigreement.

(c) Any successors or assigns of the Company shatlibegnd severally liable with the Company undés th
Agreement.

9. Entire Agreement; Not an Employment Agreement; Nmplization of Payments or Benefits

€)) This Agreement constitutes the entire agreemetiteoparties hereto and supersedes all prior anegoraneou

agreements and understandings (including term shdetth written and oral, between the partiestber either of them, with respect to the
subject matter hereof. No agreements or reprets@maocral or otherwise, express or implied, wihkpect to the subject matter hereof have
been made by either party which are not exprestlfosth in this Agreement.

(b) This Agreement is not, and nothing herein shallibemed to create, a contract of employment betteen
Executive and the Company. The Company may termitieet employment of the Executive by the Comparangttime, subject to the terms
of this Agreement and/or any employment agreemeatrangement between the Company and the Exedbtitenay then be in effect.

(c) To the extent, and only to the extent, a paymeibieoefit that is paid or provided under Sectionctid also be
paid or provided under the terms of another Compdaiy, program or arrangement (a “Company Plai’)n the event that such payment or
benefit is first paid or provided under the termha @€ompany Plan prior to the date such paymebeagefit is paid or provided under Section
4, such payment or benefit shall offset any cowading payment or benefit that is paid or provideder Section 4, and (i) in the event that
such payment or benefit is first paid or provideder Section 4, such Company Plan will be deemédte been satisfied by the
corresponding payment or benefit made or providetbu Section 4.

10. Successors; Binding Agreement, Assignment

@) The Company shall require any successor (whethectdir indirect, by purchase, merger, consoliagatio
otherwise) to all or substantially all of the biess of the Company, by agreement to expressly|ugbgoand unconditionally assume and
agree to perform this Agreement in the same maameto the same extent that the Company woulddpgresd to perform it if no such
succession had taken place. As used in this Agneeme
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“Company”shall mean (i) the Company as hereinbefore defiaed,(ii) any successor to all the stock of the Gany or to all or substantia
all of the Company’s business or assets which érs@nd delivers an agreement provided for inSkistion 10(a) or which otherwise
becomes bound by all the terms and provisionsisfAjreement by operation of law, including anygudror subsidiary of such a successor.

(b) This Agreement shall inure to the benefit of anadtbforceable by the Executiwpersonal or legal representati
executors, administrators, successors, heirsjlalistes, devisees and legatees. If the Executiveldltie while any amount would be paya
to the Executive hereunder if the Executive hadinaerd to live, all such amounts, unless othenpiseyided herein, shall be paid in
accordance with the terms of this Agreement toBkecutive’s estate or designated beneficiary. héeithis Agreement nor any right arising
hereunder may be assigned or pledged by the Executi

11. Notice. For purpose of this Agreement, notices andtaktiocommunications provided for in this Agreemeant
contemplated hereby shall be in writing and shaltlbemed to have been duly given when persondilyeded, delivered by a nationally
recognized overnight delivery service or when ntalllmited States certified or registered mail, nettaceipt requested, postage prepaid, and
addressed, in the case of the Company, to the Qoyrgia

Weight Watchers International, Inc.
175 Crossways Park West
Woodbury, New York 11797
Attention: Board of Directors

and in the case of the Executive, to the Execdiibe address set forth on the execution padeatrid hereof.

Either party may designate a different addressitipg notice of change of address in the mannevigdea above, except that notices of
change of address shall be effective only uponipece

12. Confidentiality. The Executive shall retain in confidence any alhdonfidential information concerning the
Company, its shareholders, officers, directors@mstomers and its respective business which iskmwn or hereafter becomes known to
the Executive, except as otherwise required bydad/except information (i) ascertainable or obtdifiem public information, (ii) received
by the Executive at any time after the Executivetgployment by the Company shall have terminatead fa third party not employed by or
otherwise affiliated with the Company or (iii) whics or becomes known to the public by any meahnerdhan a breach of this Section 12.
Upon the Termination of employment, the Executivik not take or keep any proprietary or confidehiidormation or documentation
belonging to the Company.

13. Miscellaneous

(@) Amendments No provision of this Agreement may be amend#dred, modified, waived or discharged unless
such amendment, alteration, modification, waiver or
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discharge is agreed to in writing signed by thedtxige and such officer of the Company as shaBfieifically designated by the Committee
or by the Board.

(b) Waivers. No waiver by either party, at any time, of amgdxh by the other party of, or of compliance tey dkher
party with, any condition or provision of this Agment to be performed or complied with by such iotfaety shall be deemed a waiver of
similar or dissimilar provision or condition of hAgreement or any other breach of or failure tmply with the same condition or provision
at the same time or at any prior or subsequent tiNeagreements or representations, oral or oiken@xpress or implied, with respect to
subject matter hereof have been made by eithey pduith are not expressly set forth in this Agreame

14. Severability. If any one or more of the provisions of this Agment shall be held to be invalid, illegal or
unenforceable, the validity, legality and enforabgbof the remaining provisions of this Agreemaestiall not be affected thereby. To the
extent permitted by applicable law, each party toenaives any provision of law that renders anygion of this Agreement invalid, illegal
or unenforceable in any respect.

15. Governing Law; Venue The validity, interpretation, construction aretfiormance of this Agreement shall be
governed on a non-exclusive basis by the lawseBtate of New York without giving effect to itsrdlict of laws rules. For purposes of
jurisdiction and venue, the Company hereby congerjtgisdiction and venue in any suit, action coqeeding with respect to this Agreem
in any court of competent jurisdiction in the statevhich the Executive resides at the commencemiesiich suit, action or proceeding and
waives any objection, challenge or dispute as tb gurisdiction or venue being proper.

16. Counterparts This Agreement may be executed in two or morentgrparts, each of which shall be an original
and all of which shall be deemed to constitute @me the same instrument.

[ Sgnatures on next page .]
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IN WITNESS WHEREOF, the parties hereto have exettlis Agreement as of the date first above written

WEIGHT WATCHERS INTERNATIONAL, INC.:

By:

Raymond Debban
Title: Chairman of the Boar

EXECUTIVE:
Address:
14
Exhibit 10.39
FORM OF CONTINUITY AGREEMENT
This Agreement (the “ Agreemefjtis dated as of October 10, 2003 by and betweeigWf Watchers International, Inc., a
Virginia corporation (the “* Compariy, and (the “ Executiv@.

WHEREAS, the Company’s Board of Directors (the ‘aBi”) considers the continued services of key exeestiof the
Company to be in the best interests of the Compaunlyits stockholders; and

WHEREAS, the Board desires to assure, and hasndieted that it is appropriate and in the best irtsref the Company
and its stockholders to reinforce and encouragedhénued attention and dedication of key exeestiof the Company to their duties of
employment without personal distraction or confti€interest in circumstances which could arisefithe occurrence of a change in control
of the Company; and

WHEREAS, the Board has authorized the Company terémo continuity agreements with certain keyaraves of the
Company, such agreements to set forth the sevecamspensation which the Company agrees to pay exetutives under certain
circumstances in connection with a change in cowofrthe Company; and

WHEREAS, the Executive is a key executive of thenpany and has been designated by the Compensaiiomiftee of
the Board (the “ Committe§ as an executive to be offered such a contincitjmpensation agreement with the Company.

NOW, THEREFORE, in consideration of the premises thie mutual covenants and agreements containethteerd other
good and valuable consideration, the receipt afficency of which is hereby acknowledged, the Camp and the Executive agree as
follows:

1. Term. This Agreement shall become effective on the tiareof and, subject to the Executive’s continued
employment by the Company, remain in effect uhtl third anniversary thereof; providedowever, that, on such third anniversary and on
each successive one-year anniversary thereof (addRenewal Daté), this Agreement shall automatically renew, uslése Company
provides to the Executive, in writing, at least X&s prior to any Renewal Date, notice that tigse@ment shall not be renewed.
Notwithstanding the foregoing, in the event th&tange in Control (as hereinafter defined) occtieng time prior to the termination
expiration of this Agreement in accordance with pheceding sentence, this Agreement shall not textaiuntil the second anniversary of the
Change in Control.

2. Change in Contral No compensation or other benefit shall be payahtsuant to Section 4 of this Agreement
unless and until either (i) a Change in Controlldteve occurred while the Executive is an emplogkthe Company and the Executive’s
employment by the Company thereafter shall havmiteted in accordance with Section 3(a)(i) ort{greof or (ii) the Executive’'s
employment by the Company shall have terminatextaordance with Section 3(a)(ii) or (iii) hereofgorto the occurrence of a Change in
Control and thereafter a Change in Control actuadigurs. For purposes of this Agreement, a “Chamgzontrol” shall be deemed to have
occurred when:




€)) any “Person” or “Group,” in each case within theamiag of Section 13(d)(3) or 14(d)(2) of the Setiesi
Exchange Act of 1934, as amended (the “ Exchand&)Ather than the Company or any company own@ecty or indirectly, by the
shareholders of the Company in substantially tineesproportions as their ownership of stock of tieen@any), becomes the “Beneficial
Owner,” within the meaning of Rule 13d-3 promulghteder the Exchange Act, of 25% or more of thelmoed voting power of the then
outstanding securities of the Company entitleddi®\generally in the election of members of therBpaxcluding, however, any
circumstance in which such beneficial ownershipites from any acquisition by an employee bendéihor related trust) sponsored or
maintained by the Company or by any Person or Goamgrolling, controlled by or under common contrath, the Company;

(b) a change in the composition of the Board sincalttte of this Agreement such that the individualeyas of such
date, constituted the Board (the “ Incumbent Bdakase for any reason to constitute at leastjaniaof such Board; providedthat any
individual, who becomes a member of the Board syloset to the date of this Agreement, whose electionomination for election by the
Company’s stockholders, was approved by the vot lfast a majority of the directors then compgshe Incumbent Board, shall be
deemed a member of the Incumbent Board; and prdvidéher, that any individual who was initially electedasnember of the Board as a
result of an actual or threatened election conssssuch terms are used in Rule 14a-12 of Regnla#é promulgated under the Exchange
Act, or any other actual or threatened solicitatibproxies or consents by or on behalf of any &ei@ Group other than the Board shall not
be deemed a member of the Incumbent Board;

(c) a reorganization, recapitalization, merger or cidaton (a “ Corporate Transactidhinvolving the Company,
unless securities representing 51% or more of ¢hebined voting power of the then outstanding vosegurities entitled to vote generally in
the election of directors of the Company or thetgmésulting from such Corporate Transaction {ar parent of such entity) are held
subsequent to such transaction by the Person soiewho were the beneficial holders of the outktanvoting securities entitled to vote
generally in the election of directors of the Companmediately prior to such Corporate Transactinrsubstantially the same proportions as
their ownership immediately prior to such Corporftensaction; or

(d) the sale, transfer or other disposition of all @pstantially all of the assets of the Company erlitidation or
dissolution of the Company;

if and only if , as a result of the occurrence of any of the foirggevents in subsections (a) through (d) abowg Rerson or Group other than
Artal Luxembourg S.A. or any of its affiliates islmecomes the Beneficial Owner, directly or indilyoof securities of the Company
representing 50% or more of the combined votinggroef its then outstanding securities entitledatevin the election of members of the
Board.

3. Termination of Employment; Definitions

€)) The Executive shall be entitled to the compensairavided for in Section 4 of this Agreement if:

2




0] within two years following a Change in Control, tBrecutive’s employment is terminated by the Conyfan
any reason other than (A) the Executive’s DisahiliB) the Executive’s Retirement, (C) the Execetsvdeath, or (D) for Cause
(Disability, Retirement and Cause are hereinafédingd);

(i) in the event that (A) within three months priorbat in connection with, the anticipated occurreata Change in
Control (and thereafter such Change in Controlaltwccurs, in which case Executive’s date of Tiaation shall be deemed to
have occurred immediately following the Change ofttol) or (B) within two years following a ChangeControl, the Executive
terminates his or her employment for Good Reassmié¢fined in Section 3(e) below) after providing @ompany with a Notice of
Termination (as defined below) at least 60 daysrfa such termination of employment; or

(iii) (A) an agreement is signed which, if consummatemijld/result in a Change in Control, (B) betweendhte on
which such agreement is signed but prior to theaaiccurrence of the Change in Control, in corinaawith such anticipated
Change in Control the Executive’s employment isiaated by the Company for any reason other thathéxExecutives Disability,
(y) the Executive’s Retirement, (z) the Executivééath, or (D) for Cause and (C) such Change irtr@bactually occurs (in which
case Executive’s date of Termination shall be dektodave occurred immediately following the Chanfi€ontrol).

(b) Disability . For purposes of this Agreement, “Disability” Bmean the Executive’s absence from the full-time
performance of the Executive’s duties (as suchedugkisted immediately prior to such absence)ndutie term of this Agreement, for 180
consecutive business days, when the Executivesébliid as a result of incapacity due to physicatental illness, as determined by a
physician selected by the Executive and approvetti&y ompany for such purpose (such approval nbétonreasonably withheld).

(c) Retirement For purposes of this Agreement, “Retirementlisi@an the Executive’s voluntary termination of
employment, during the term of this Agreement, parg to late, normal or early retirement under s plan sponsored by the Company,
as defined in such plan, but only if such retirehwaturs prior to a termination by the Company withCause (and not in anticipation of a
termination for Cause).

(d) Cause For purposes of this Agreement, “Cause” shalimie occurrence, during the term of this Agreenafn
any of the following:

0] the willful and continued failure of the Executiteeperform substantially all of his or her dutieshithe Company
(other than any such failure resulting from incafyadue to physical or mental illness) for a perafdLO days following a written
demand for substantial performance that is deltvévesuch Executive by the Board, which specificalentifies the manner in
which the Board believes the Executive has nottamitially performed his or her duties;

(i) dishonesty in the performance of the Executiveseduwvith the Company;
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(iii) the Executive’s conviction of, or plea of guilty molo contenderdo, a crime under the laws of the United State
any state thereof constituting (x) a felony orgynisdemeanor involving moral turpitude;

(iv) the Executive’s willful malfeasance or willful mimeduct in connection with the Executive’s dutieshwihe
Company or any act or omission which is injurioaistte financial condition or business reputatiothef Company or its affiliates;

(v) the Executive’s breach of the provisions of Secfi@rof this Agreement.

Termination of the Executive for Cause shall be enlagl delivery to the Executive of a copy of a ratioh duly adopted by the affirmative
vote of not less than a majority of the non-empéogeembers of the Board (or, after a Change in @frdf the ultimate parent of the entity
which caused the Change in Control (if the Compaasy become a subsidiary) to have occurred), atedimgeof such members called and
held for such purpose, which meeting shall be heldess than 30 days after the Company has prdyider written notice to the Executive
specifying the basis for such termination and taigulars thereof and a reasonable opportunityiferExecutive to cure or otherwise resolve
the behavior in question prior to such meetinggifig that, in the reasonable judgment of such mesnitlee conduct or event set forth in any
of clauses (i) through (v) above has occurred hatiduch occurrence warrants the Executive’s tetion.

(e) Good Reason For purposes of this Agreement, “Good Reasoall shean the occurrence, during the term of this
Agreement, of any of the following, without the Exgive’s express written consent:

0] Any diminution in the Executive’s duties, titles msponsibilities with the Company from those ifeef
immediately prior to a Change in Control (or in the=nt that the Executive alleges that Good Rehasroccurred prior to but in
connection with a Change in Control, from thosefiect prior to the date that is three months praathe Change in Control);
provided, however, that no such diminution shall be deemed to esaktly because of changes in the Executive’s dutitées or
responsibilities as a consequence of the Compaasirapto be a company with publicly traded seasitr becoming a wholly
owned subsidiary of another Person or Group;

(i) Any reduction in the Executive’s annual base satemy annual cash bonus percentage target establisiger the
Company'’s annual incentive plan (the “ Bonus P)aftogether, the “ Compensatidhfrom the Executive’s Compensation in effect
immediately prior to a Change in Control (or in thesnt that the Executive alleges that Good Rehasroccurred prior to but in
connection with a Change in Control, from such Cengation in effect prior to the date that is thremnths prior to the Change in
Control);

(iii) any relocation of the Executive’s principal worlkagé to a location that is more than 35 miles frbenlbcation at
which the Executive was based immediately prica ©hange in Control (or in the event that the Eieelalleges that Good Reason
has occurred prior to but in connection with a @eaim Control, from the location of
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Executive’s principal work place on the date tisahree months prior to the Change in Control); or

(iv) any failure by the Company to obtain from any sssoeto the Company an agreement, reasonablyasztisf to
the Executive, to assume and perform this Agreenasntontemplated by Section 10(a) hereof.

Notwithstanding the foregoing, in the event that Bxecutive provides the Company with a Notice efiiiination (as defined belo
referencing this Section 3(e) within 60 days affter occurrence of an event giving rise to Good Beahe Company shall have 30 days
thereafter in which to cure or resolve the behagtherwise constituting Good Reason.

® Natice of Termination Any purported termination of the Executive’s dayment (other than on account of the
Executive’s death) shall be communicated by a MaticTermination to the Executive, if such termioatis by the Company, or to the
Company, if such termination is by the Executi¥@r purposes of this Agreement, “ Notice of Ternima” shall mean a written notice
which shall indicate the specific termination psieh in this Agreement relied upon and shall sghfim reasonable detail the facts and
circumstances claimed to provide a basis for teation of the Executive’s employment under the pimris so indicated.For purposes of
this Agreement, no purported termination of Exaais employment with the Company shall be effectintout such a Notice of
Termination having been given.

4, Compensation Upon Termination of Employmerif the Executive’s employment by the Companylishe
terminated in accordance with Section 3(a) (therfniination”), the Executive shall be entitled to the follogipayments and benefits:

€)) Severance The Company shall pay, or cause to be paithddEkecutive a cash severance payment in an amoun
equal to the product of two times the sum of (§ BExecutive’s annual base salary on the date oEttamge in Control (or, if higher, the
annual base salary in effect immediately prioh® giving of the Notice of Termination) and (iietlExecutive’s target annual bonus (* Target
Bonus”) in respect of the fiscal year of the Company Fscal Year”) in which the Termination occurs (or, if highéne average annual
bonus actually earned by the Executive in respkitteothree full Fiscal Years prior to the yeamihich the Notice of Termination is given)
under the Bonus Plan. This cash severance amoalhbshpayable in a lump sum, calculated withoyt present value discount, within 10
business days after the Executive’s date of Tertioina

(b) Additional Payments and BenefitsThe Executive shall also be entitled to:

0] a lump sum cash payment equal to the sum of (AE#eEutive’s accrued but unpaid base salary throbgliate
of Termination, (B) the unpaid portion, if any,lmfnuses previously earned by the Executive purdoahe Bonus Plan, (C) in
respect of the Fiscal Year in which the date offieation occurs, the higher of (x) the pro ratatiporof the Executive’s Target
Bonus and (y) if the Company is exceeding the parémce targets established under the Bonus Plasuédr Fiscal Year as of the
date of Termination, the Executive’s actual anfugadus payable under the Bonus Plan based uporash@wvement (such pro rata
portion in either case calculated from January 1 of




such year through the date of Termination) (sughm@ant, the “ Pro Rata Bon(iy and (D) any other compensation previously
deferred (excluding qualified plan deferrals by Ehecutive under or into benefit plans of the Compaand (E) an amount
representing the Executive’s accrued but unusedticacdays, if any, in each case for subsectiongi{fough (E) above, in full
satisfaction of the Executive’s rights thereto;

(i) continued medical, dental, vision, and life inswacoverage (excluding accidental death and digalrisurance)
(“ Welfare Benefit Coverag® for the Executive and the Executive’s eligiblepgndents or, to the extent Welfare Benefit Coverag
is not commercially available, such other WelfaenBfit Coverage reasonably acceptable to the Eixecuin the same basis as in
effect prior to the Executive’s Termination, fopeariod ending on the earlier of (A) the second aensiary of the date of Termination
(the “ Continuation Periot) and (B) the commencement of comparable WelfazaaBit Coverage by the Executive with a
subsequent employer;

(iii) continued provision of the perquisites the Exe@iimjoyed prior to the date of Termination for a@gending ol
the earlier of (A) the end of the Continuation Bdrand (B) the receipt by the Executive of complarglerquisites from a subsequent
employer;

(iv) immediate 100% vesting of all outstanding stockan®, stock appreciation rights, phantom stocksuaitd

restricted stock granted or issued by the Compaiay f, on or upon the Change in Control (to tkteat not previously vested on
following the Change in Control);

(v) additional Company contributions under the Compsugyialified defined contribution plan and any other
retirement plans in which the Executive particiggbeior to the date of Termination during the Couaétion Period; provided
however, that where such contributions may not be provigetout adversely affecting the qualified statfisach plan or where
such contributions are otherwise prohibited by sungh plans, the Executive shall instead receivadaiitional lump sum payment
equal to the contributions that would have beenaxtding the Continuation Period if the Executiael lemained employed with 1
Company during such period; and

(vi) all other accrued or vested benefits in accordanttethe terms of any applicable Company plan, Wwhiested
benefits shall include the Executive’s otherwisgasgted account balances in the Company’s qualifédithed contribution plan,
which shall become vested as of the date of Tertioiméthe “ Accrued Benefity (with an offset for any amounts paid under
Section 4(b)(i)(D), above).

All lump sum payments under this Section 4(b) shalpaid within 10 business days after the Exeeigidate of Termination.

(©) Outplacement If so requested by the Executive, outplacementices shall be provided by a professional
outplacement provider selected by the Executiveyiged, however, that such outplacement services shall be proviodide Executive at a
cost to the Company of not more than $15,000.




(d) Legal Expenses The Company shall pay or reimburse the Execudtwveeasonable legal fees (including without
limitation, any and all court costs and attorndgg's and expenses) incurred by the Executive inection with or as a result of any claim,
action or proceeding brought by the Company otekecutive with respect to or arising out of thisrégment or any provision hereof;
provided, however, that the Company shall have no obligation to gageimburse any such legal fees if (i) in the aafsan action brought t
the Executive, the Company is successful in estaiblg with the court that the Executive’s actiorswaken in bad faith or was frivolous or
otherwise without a reasonable legal or factuaishas (ii) in the case of any action, the actismiaterially decided in favor of the Company.

5. Compensation Upon Termination for Death, DisahilRetirement. If the Executive’s employment is terminated
by reason of Death, Disability or Retirement ptmany other Termination (other than in anticipatad a termination for Cause by the
Company), the Executive will receive:

€)) the sum of (i) the Executive’s accrued but unpasebsalary through the date of Termination, (& fmo Rata
Bonus, and (iii) any compensation previously deférfexcluding any qualified plan deferrals) by Ehescutive under or into benefit plans of
the Company and an amount representing the Execsitiecrued but unused vacation days, if any, @ €ase, in full satisfaction of the
Executive’s rights thereto; and

(b) the Accrued Benefits (with an offset for any amaeupdid under Section 5(a)(iii), above).

6. Compensation Upon Termination by the Company fargga If the Executive’'s employment is terminated bg t
Company for Cause, the Executive will receive t@ ®f the Executive’s accrued but unpaid salarguph the date of Termination and an
amount representing the Executive’s accrued busemhwacation days, if any, in each case, in fui$fsection of the Executive'rights theretc

7. Excess Parachute Excise TaNotwithstanding any other provision of this Agneent,

@) If it is determined (as provided in Section 7(®ldw) that the payments and benefits provided uBaetion 4(a)
and Sections 4(b)(i), (ii) and (iii), in the aggatg (a “ Paymen), would be subject to the excise tax imposed uigtzxtion 4999 (or any
successor provision thereto) of the Internal Reedbade of 1986, as amended (the “ C9dey reason of being “contingent on a change in
ownership or control” of the Company, within theanag of Section 280G of the Code (or any succgaswision thereto) or to any similar
tax imposed by state or local law, or any intecegienalties with respect to such excise tax ($axlor taxes, together with any such interest
and penalties, are hereafter collectively refeteceds the “ Excise Tay, and the aggregate value of the Payment exceé€dsmes the
Executive’s “base amount,” as defined in Sectiod@®)(3) of the Code (the (“* Base Amouihby five percent (5%) or less, then the
Payment shall be reduced to the extent necessahasthe aggregate value of the Payment is equaP9 times the Base Amount (the “
Reduced Amoun); provided, however, that if the aggregate value of the Payment exxéeelBase Amount by more than five percent (¢
then the Executive shall be entitled to receivadditional payment or payments (a “ Gra$s Payment) in an amount such that, after
payment by the Executive of all taxes




(including any interest or penalties imposed wékhpect to such taxes), including any Excise Tappsgad upon the Gross-Up Payment, the
Executive retains an amount of the Gross-Up Paymguil to the Excise Tax imposed upon the Payment.

(b) If the determination made pursuant to Section i&sllts in a reduction of the payments that wotihdiwise be
paid to the Executive except for the applicatiorsettion 7(a)(i) hereof, the Executive may thewtela his sole discretion, which and how
much of any particular entitlement shall be elindnbor reduced and shall advise the Company inngrif his election within 10 days of the
determination of the reduction in payments. Ifsach election is made by the Executive within sb@tday period, the Company may elect
which and how much of any entitlement shall be glated or reduced and shall notify the Executivaptly of such election. Within 10
days following such determination and the electioaseunder, the Company shall pay to or distribaita for the benefit of the Executive
such amounts as are then due to the Executive timdekgreement and shall promptly pay to or disité to or for the benefit of the
Executive in the future such amounts as becomealtie Executive under this Agreement.

(c) Subject to the provisions of Section 7(a) herelbfleerminations required to be made under thidiGe 7,
including whether an Excise Tax is payable by tkedative and the amount of such Excise Tax andenet Gross-Up Payment is required
and the amount of such Gross-Up Payment, shalldmerhy the nationally recognized firm of certifigablic accountants (the * Accounting
Firm ") used by the Company prior to the Change in Gor{tr, if such Accounting Firm declines to serthee Accounting Firm shall be a
nationally recognized firm of certified public acgtdants selected by the Executive). The Accourfing shall be directed by the Company
or the Executive to submit its preliminary deteration and detailed supporting calculations to ibéhCompany and the Executive within 15
calendar days after the date of Termination, ifiapple, and any other such time or times as maefaested by the Company or the
Executive. If the Accounting Firm determines ttiet aggregate value of the Payment exceeds theAasant by more than 5% such that
Excise Tax is payable by the Executive, the Comnal pay the required Gross-Up Payment to, otiferbenefit of, the Executive within
five business days after receipt of such deterntnatnd calculations. If the Accounting Firm detares that no Excise Tax is payable by
Executive, it shall, at the same time as it makeh sletermination, furnish the Executive with amam that he has substantial authority not
to report any Excise Tax on his/her federal, statsl income or other tax return. Any determioatby the Accounting Firm as to the amc
of the Gross-Up Payment shall be binding upon then@any and the Executive absent a contrary detatiamby the Internal Revenue
Service or a court of competent jurisdiction; pded, however, that no such determination shall eliminate ounedthe Company’s
obligation to provide any Gross-Up Payment as alre$ such contrary determination. As a resulthef uncertainty in the application of
Section 4999 of the Code (or any successors pomvibiereto) and the possibility of similar uncertgiregarding state or local tax law at the
time of any determination by the Accounting Firmrienender, it is possible that Gross-Up Paymentswiibhot have been made by the
Company should have been made (an “ Underpayfertinsistent with the calculations required tonbade hereunder. In the event that the
Company exhausts or fails to pursue its remediesupnt to Section 7(e) hereof and the Executiveettfter is required to make a payment of
any Excise Tax, the Executive shall direct the Arting Firm to determine the amount of the Undenpawyt that has occurred and to submit
its determination and detailed supporting calcalatito both the Company and the
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Executive as promptly as possible. Any such Undargat shall be promptly paid by the Company tdpothe benefit of, the Executive
within five business days after receipt of sucledaination and calculations.

(d) The federal, state and local income or other texne filed by the Executive (or any filing madedgonsolidated
tax group that includes the Company) shall be pregpand filed on a consistent basis with the datetion of the Accounting Firm with
respect to the Excise Tax payable by the Execufifee Executive shall make proper payment of thewarhof any Excise Tax, and at the
request of the Company, provide to the Companydngecorrect copies (with any amendments) of hidégeral income tax return as filed
with the Internal Revenue Service and corresponsliate and local tax returns, if relevant, as filéth the applicable taxing authority, and
such other documents reasonably requested by thp&uvy, evidencing such payment. If, prior to tifiad of the Executives federal incom
tax return, or corresponding state or local tanmretif relevant, the Accounting Firm determineattthe amount of the Gross-Up Payment
should be reduced, the Executive shall within 16imess days pay to the Company the amount of sgktlction.

(e) (i) In the event that the Internal Revenue Serela@ms that any payment or benefit received unklisrAgreement
constitutes an “excess parachute payment,” withémmeaning of Section 280G(b)(1) of the Code (grsarccessor provision thereto), the
Executive shall notify the Company in writing ofcéuclaim. Such notification shall be given as sasipracticable but no later than 10
business days after the Executive is informed iitingr of such claim and shall apprise the Compafiyhe nature of such claim and the date
on which such claim is requested to be paid. Tkechtive shall not pay such claim prior to the exton of the 30 day period following the
date on which the Executive gives such notice ¢o0@bmpany (or such shorter period ending on the tthatt any payment of taxes with
respect to such claim is due). If the Companyfiestthe Executive in writing prior to the expii@ti of such period that it desires to contest
such claim, the Executive shall (i) give the Company information reasonably requested by the Camppelating to such claim; (ii) take
such action in connection with contesting suchnelas the Company shall reasonably request in \gritiom time to time, including without
limitation, accepting legal representation withpes to such claim by an attorney reasonably ssddaoy the Company and reasonably
satisfactory to the Executive; (iii) cooperate wittle Company in good faith in order to effectivebntest such claim; and (iv) permit the
Company to participate in any proceedings relatinguch claim; providedhowever, that the Company shall bear and pay directlg@sts
and expenses (including, but not limited to, addil interest and penalties and related legal,udtng or other similar fees) incurred in
connection with such contest and shall indemnify laold the Executive harmless, on an after-taxshdsi and against any Excise Tax or
other tax (including interest and penalties witbpect thereto) imposed as a result of such repEsamand payment of costs and expenses.

(i) The Company shall control all proceedings takecoimnection with such contest and, at its sole optioay
pursue or forgo any and all administrative appeatsceedings, hearings and conferences with thegauthority in respect of such
claim and may, at its sole option, either direet Bxecutive to pay the tax claimed and sue fofunceor contest the claim in any
permissible manner, and the Executive agrees &epte such contest to a determination before dmyréstrative tribunal, in a
court of initial jurisdiction and in one or morepgtlate courts, as the Company shall determinejiged , however, that if the
Company directs the Executive to pay such claimsarel




for a refund, the Company shall advance the amoiusiich payment to the Executive on an interegtfr@sis, and shall indemnify
and hold the Executive harmless, on an after-taisbfrom any Excise Tax or other tax (includintehest and penalties with respect
thereto) imposed with respect to such advance thr ngspect to any imputed income with respect th sadvance; and provided
further, that if the Executive is required to extend ttatige of limitations to enable the Company to eshsuch claim, the
Executive may limit this extension solely to sudmniested amount. The Company’s control of theasirghall be limited to issues
with respect to which a corporate deduction wowddlisallowed pursuant to Section 280G of the Cadkthe Executive shall be
entitled to settle or contest, as the case magrepther issue raised by the Internal Revenuei&eor any other taxing authority.
addition, no position may be taken nor any finabtation be agreed to by the Company without thedEkve’s consent if such
position or resolution could reasonably be expetteativersely affect the Executive (including atltyen tax position of the
Executive unrelated to matters covered hereby).

(iii) If, after the receipt by the Execotdiof an amount advanced by the Company in cororeutith the contest of the
Excise Tax claim, the Executive becomes entitlect@ive any refund with respect to such claim Ekecutive shall promptly pay
to the Company the amount of such refund (togetliter any interest paid or credited thereon aftgesaapplicable thereto);
provided, however, if the amount of that refund exceeds the amodwhaced by the Company or it is otherwise deterthioe any
reason that additional amounts could be paid tdettexutive without incurring any Excise Tax, anglsamount will be promptly
paid by the Company to the named Executive. 1&rahe receipt by the Executive of an amount adedrby the Company in
connection with an Excise Tax claim, a determimaiomade that the Executive shall not be entiibeainy refund with respect to
such claim and the Company does not notify the &bkee in writing of its intent to contest the denid such refund prior to the
expiration of 30 days after such determinationhsadvance shall be forgiven and shall not be requio be repaid and shall be
deemed to be in consideration for services rendgfted the date of the Termination.

® The Company and the Executive shall each providétitounting Firm access to and copies of any haek®srd:
and documents in the possession of the ComparhedEtecutive, as the case may be, reasonably tegu®sthe Accounting Firm, and
otherwise cooperate with the Accounting Firm inmection with the preparation and issuance of therdenation contemplated by Section 7
(c) hereof.

(9) The fees and expenses of the Accounting Firm $ogétvices in connection with the determinatiords an
calculations contemplated by Section 7(c) hereafl &fe borne by the Company. If such fees and msgare initially advanced by the
Executive, the Company shall reimburse the Exeettie full amount of such fees and expenses withénbusiness days after receipt from
the Executive of a statement therefor and reaseralitlence of his or her payment thereof.
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8. Obligations Absolute; NotExclusivity of Rights; Joint and Several Liability

€)) The obligations of the Company to make the payrtetite Executive, and to make the arrangementsjdged for
herein shall be absolute and unconditional and sbabe reduced by any circumstances, includirthavit limitation any set-off,
counterclaim, recoupment, defense or other righitlvthe Company may have against the Executivenpttard party at any time.

(b) Nothing in this Agreement shall prevent or limietBExecutive’s continuing or future participationainy benefit,
bonus, incentive or other plan or program providedhe Company and for which the Executive may ifjuédther than any change in cont
or other severance plan or policy), nor shall aimgtnerein limit or reduce such rights as the Exgeumay have under any agreements with
the Company. Amounts which are vested benefitghich the Executive is otherwise entitled to reeaimder any plan or program of the
Company shall be payable in accordance with sumh @t program, except as explicitly modified bystAigreement.

(c) Any successors or assigns of the Company shatlibegnd severally liable with the Company undés th
Agreement.

9. Entire Agreement; Not an Employment Agreement; Nmplization of Payments or Benefits

€)) This Agreement constitutes the erggeeement of the parties hereto and supersedgsaalind contemporaneo

agreements and understandings (including term shédetth written and oral, between the partiestbe either of them, with respect to the
subject matter hereof. No agreements or reprets@msaoral or otherwise, express or implied, wéhpect to the subject matter hereof have
been made by either party which are not exprestlfosth in this Agreement.

(b) This Agreement is not, and nothing herein shallibemed to create, a contract of employment betteen
Executive and the Company. The Company may termithet employment of the Executive by the Comparmangttime, subject to the terms
of this Agreement and/or any employment agreemeatrangement between the Company and the Exedhtitenay then be in effect.

(c) To the extent, and only to the extent, a paymeibeoefit that is paid or provided under Sectionctii also be
paid or provided under the terms of another Compgdary, program or arrangement (a “Company Plai)’)n(the event that such payment or
benefit is first paid or provided under the termha €ompany Plan prior to the date such paymebeagfit is paid or provided under
Section 4, such payment or benefit shall offset@mnyesponding payment or benefit that is paidroviged under Section 4, and (ii) in the
event that such payment or benefit is first paigrovided under Section 4, such Company Plan willbemed to have been satisfied by the
corresponding payment or benefit made or providettu Section 4.
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10. Successors; Binding Agreement, Assignment

€)) The Company shall require any successor (whethectdor indirect, by purchase, merger, consoliagatio
otherwise) to all or substantially all of the biess of the Company, by agreement to expressly|uabsoand unconditionally assume and
agree to perform this Agreement in the same maameto the same extent that the Company woulddpgresd to perform it if no such
succession had taken place. As used in this Agmegrf@ompany” shall mean (i) the Company as herefiote defined, and (ii) any successor
to all the stock of the Company or to all or subg#dly all of the Company’s business or assetscvigixecutes and delivers an agreement
provided for in this Section 10(a) or which othesevbecomes bound by all the terms and provisiotii®Agreement by operation of law,
including any parent or subsidiary of such a susmes

(b) This Agreement shall inure to the benefit of andbforceable by the Executiwpersonal or legal representati
executors, administrators, successors, heirsjluigtes, devisees and legatees. If the Executiveldldie while any amount would be paya
to the Executive hereunder if the Executive hadinaerd to live, all such amounts, unless othenpiseyided herein, shall be paid in
accordance with the terms of this Agreement toBkecutive’s estate or designated beneficiary. héeithis Agreement nor any right arising
hereunder may be assigned or pledged by the Execulti

11. Notice. For purpose of this Agreement, notices andtakkiocommunications provided for in this Agreemeant
contemplated hereby shall be in writing and shaltlbemed to have been duly given when persondilyeded, delivered by a nationally
recognized overnight delivery service or when nuhillnited States certified or registered mail, nettaceipt requested, postage prepaid, and
addressed, in the case of the Company, to the Qoyrgia

Weight Watchers International, Inc.
175 Crossways Park West
Woodbury, New York 11797
Attention: Board of Directors

and in the case of the Executive, to the Execwdiibe address set forth on the execution padeartd hereof.

Either party may designate a different addressiting notice of change of address in the manneviges above, except that notices of
change of address shall be effective only uponipece

12. Confidentiality. The Executive shall retain in confidence any alhdonfidential information concerning the
Company, its shareholders, officers, directors@mstomers and its respective business which iskmown or hereafter becomes known to
the Executive, except as otherwise required bydad/except information (i) ascertainable or obtdifiem public information, (ii) received
by the Executive at any time after the Executivetgployment by the Company shall have terminateadn fa third party not employed by or
otherwise affiliated with the Company or (iii) whics or becomes known to the public by any meahsrdhan a breach of this Section 12.
Upon the Termination of employment, the
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Executive will not take or keep any proprietaryconfidential information or documentation belongtoghe Company.
13. Miscellaneous

€)) Amendments No provision of this Agreement may be amend#dred, modified, waived or discharged unless
such amendment, alteration, modification, waivedischarge is agreed to in writing signed by thedttive and such officer of the Company
as shall be specifically designated by the Committieby the Board.

(b) Waivers. No waiver by either party, at any time, of amgdxh by the other party of, or of compliance tey dkher
party with, any condition or provision of this Agment to be performed or complied with by such iotfaety shall be deemed a waiver of
similar or dissimilar provision or condition of thAgreement or any other breach of or failure tmgly with the same condition or provision
at the same time or at any prior or subsequent tiNeeagreements or representations, oral or oibengxpress or implied, with respect to
subject matter hereof have been made by eithey pduith are not expressly set forth in this Agreame

14. Severability. If any one or more of the provisions of this Agment shall be held to be invalid, illegal or
unenforceable, the validity, legality and enforabgbof the remaining provisions of this Agreemaestiall not be affected thereby. To the
extent permitted by applicable law, each party toenaives any provision of law that renders anyjgion of this Agreement invalid, illegal
or unenforceable in any respect.

15. Governing Law; Venue The validity, interpretation, construction aretfiormance of this Agreement shall be
governed on a non-exclusive basis by the lawseBtate of New York without giving effect to itsrdhict of laws rules. For purposes of
jurisdiction and venue, the Company hereby conderijtgisdiction and venue in any suit, action coqeeding with respect to this Agreem
in any court of competent jurisdiction in the statevhich the Executive resides at the commencemiesiich suit, action or proceeding and
waives any objection, challenge or dispute as tb gurisdiction or venue being proper.

16. Counterparts This Agreement may be executed in two or morerparts, each of which shall be an original
and all of which shall be deemed to constitute am@ the same instrument.

[ Sgnatures on next page .]
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IN WITNESS WHEREOF, the parties hereto have exettlis Agreement as of the date first above written

WEIGHT WATCHERS INTERNATIONAL, INC.

By:
Title:

EXECUTIVE:

Address:
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EXHIBIT 23.1

CONSENT OF INDEPENDENT AUDITORS

We hereby consent to the incorporationdfgrence in the Registration Statement on Forn(I$e8 333-74066) of Weight Watchers
International, Inc. and subsidiaries of our regiatied February 16, 2004, relating to the finarstialements and financial statement schedule,
which appears in this Form 10-K.

Date: March 18, 2004 PricewaterhouseCoopers LLP
New York, New York
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EXHIBIT 31.1
CERTIFICATIONS
I, Linda Huett, President and Chief Executive Gffiof Weight Watchers International, Inc., certifiat:
1. | have reviewed this annual report on Form 10-KMafight Watchers International, Inc.;
2. Based on my knowledge, this annual report doesamtain any untrue statement of a material facnoit to state a material

fact necessary to make the statements made, indighe circumstances under which such statenvwesits made, not
misleading with respect to the period covered liy énnual report;

3. Based on my knowledge, the financial statements odimer financial information included in this aahwveport, fairly present
all material respects the financial condition, issaf operations and cash flows of the registesmnof, and for, the periods
presented in this annual report;

4, The registrant's other certifying officer and | a@eponsible for establishing and maintaining disete controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bgd) for the registrant and have:



(@)

(b)

(©

Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigne:
under our supervision to ensure that material mtdion relating to the registrant, including itsisolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this annual
report is being prepared;

Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimtinual report our
conclusions about the effectiveness of the discisantrols and procedures as of the end of thegeovered by this
annual report based on such evaluation; and

Disclosed in this annual report any change in #ggstrant's internal control over financial repagtthat occurred durir
the registrant's fourth fiscal quarter that hasemially affected, or in reasonably likely to magdiy affect, the
registrant's internal control over financial repugt

5. The registrant's other certifying officer and | kalisclosed, based on our most recent evaluatiornierhal control over
financial reporting, to the registrant's auditansl éhe Audit Committee of the registrant's Boarduokctors (or persons
performing the equivalent functions):

(&  All significant deficiencies and material weaknessethe design or operation of internal contradiofmancial reportin
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial
information, and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéanin the
registrant's internal control over financial repugt

Date: March 18, 2004 Signature: /s/ LINDA HUETT
Linda Huett
President, Chief Executive Officer and Director
(Principal Executive Officer
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EXHIBIT 31.2
CERTIFICATIONS
I, Ann M. Sardini, Vice President and Chief Fina@fficer of Weight Watchers International, Incertify that:
1. | have reviewed this annual report on Form 10-KMafight Watchers International, Inc.;
2. Based on my knowledge, this annual report doesamtain any untrue statement of a material facinoit to state a material fact

necessary to make the statements made, in lighedfircumstances under which such statementsmwade, not misleading with
respect to the period covered by this annual report

3. Based on my knowledge, the financial statementsoéimer financial information included in this amhveport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in
this annual report;

4, The registrant's other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1f8f the registrant and have:

(@)

(b)

Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision to ensure that material informatiomtieh to the registrant, including its consolidasedsidiaries, is made known
to us by others within those entities, particulatlying the period in which this annual reportésny prepared;

Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimtinual report our
conclusions about the effectiveness of the discsantrols and procedures as of the end of thiegeovered by this annual
report based on such evaluation;



(©) Disclosed in this annual report any change in éggstrant's internal control over financial repagtthat occurred during the
registrant's fourth fiscal quarter that has mallgratfected, or in reasonably likely to materialiffect, the registrant's internal
control over financial reporting.

5. The registrant's other certifying officer and | kalisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant's auditors and theifd@dmmittee of the registrant's Board of Directf@spersons performing the
equivalent functions):

(@  All significant deficiencies and material weaknessethe design or operation of internal contradrofmancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize @&port financial information,
and

(b)  Any fraud, whether or not material, that involvearmagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: March 18, 2004 Signature: /s/  ANN M.FHAINI

Ann M. Sardini
Vice President and Chief Financial Officer
(Principal Financial and Accounting Office
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of \gteti Watchers International, Inc. (the "Company")Famm 10-K for the period ended
January 3, 2004 as filed with the Securities anchBrge Commission on the date hereof (the "Repdrtjnda Huett, Chief Executive
Officer of the Company, certify, pursuant to 18 WL SSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended,;
and

2. The information contained in the Report fairly gets, in all material respects, the financial ctodiand result of operations
of the Company.

Date: March 18, 2004 Signature: /s LINDA HUE

Linda Huett

President, Chief Executive
Officer and Director
(Principal Executive Officer
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EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of \gteti Watchers International, Inc. (the "Company")ramm 10-K for the period ended
January 3, 2004 as filed with the Securities anchBrge Commission on the date hereof (the "Repdr8hn M. Sardini, Chief Financial
Officer of the Company, certify, pursuant to 18 ICSSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended,;
and

2. The information contained in the Report fairly grets, in all material respects, the financial ctodiand result of operations
of the Company.

Date: March 18, 2004 Signature: /s/  ANN M. SARD

Ann M. Sardini
Vice President and Chief Financial Officer
(Principal Financial and Accounting Office
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