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OR
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(Exact name of registrant as specified in its charter)

Virginia 11-6040273
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

11 Madison Avenue, 17" Floor, New York, New York 10010

(Address of principal executive offices) (Zip code)

Registrant s telephone number, including area code: (212) 589-2700

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15 (d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.

Yes ¥ No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
accelerated filer and large accelerated filer in Ruler 12b-2 of the Exchange Act. (Check one):

Large Accelerated Filer ¥ Accelerated Filer O Non Accelerated Filer O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

-

Yes O No y

The number of common shares outstanding as of April 30, 2006 was 100,617,298.
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PART I FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED BALANCE SHEETS AT

(IN THOUSANDS)

ASSETS

CURRENT ASSETS

Cash and cash equivalents

Receivables, net

Inventories, net

Prepaid expenses and other current assets
Deferred income taxes

TOTAL CURRENT ASSETS

Property and equipment, net

Franchise rights acquired

Goodwill

Trademarks and other intangible assets, net
Deferred income taxes

Deferred financing costs and other noncurrent assets
TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS DEFICIT
CURRENT LIABILITIES

Portion of long-term debt due within one year
Accounts payable

Dividend payable

Accrued liabilities

Income taxes payable

Deferred income taxes

Deferred revenue

TOTAL CURRENT LIABILITIES

Long-term debt
Deferred income taxes
Other

TOTAL LIABILITIES

SHAREHOLDERS DEFICIT

Dividend to Artal Luxembourg S.A.

Common stock, $0 par value; 1,000,000 shares authorized; 111,988 shares issued and
outstanding

Treasury stock, at cost, 11,401 shares at April 1, 2006 and 11,410 shares at December 31,
2005

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES

April 1,
2006

52,898 $
34,014
30,056
27,285
8,440
152,693

22,604
554,703
51,298
8,237
57,491
8,963
855,989 $

4,670 $
21,183
17,601
88,518
31,677

7,250
50,377

221,276

667,788
27

8,851
897,942

(304,835)

(397,040)

December 31,
2005

31,476
28,040
31,678
25,638
10,878
127,710

20,775
555,604
51,305
8,837
61,917
9,343
835,491

4,700
19,714

82,025
13,710
7,250
38,489
165,888

741,425
26
8,803
916,142

(304,835)

(390,864)

8
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Retained earnings 654,207 609,053
Accumulated other comprehensive income 5,715 5,995
TOTAL SHAREHOLDERS DEFICIT (41,953) (80,651)
TOTAL LIABILITIES AND SHAREHOLDERS DEFICIT $ 855,989 $ 835,491

The accompanying notes are an integral part of the consolidated financial statements.

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES 9
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

Three Months Ended
April 1, April 2,
2006
Meeting fees, net 198,539 $ 195,133
Product sales and other, net 112,276 108,613
Online revenues 31,233 26,252
Revenues, net 342,048 329,998
Cost of meetings, products and other 141,555 141,342
Cost of online subscriptions 8,000 6,736
Cost of revenues 149,555 148,078
Gross profit 192,493 181,920
Marketing expenses 53,880 61,103
Selling, general and administrative expenses 34,538 30,790
Operating income 104,075 90,027
Interest expense, net 11,287 4,736
Other (income)/expense, net (108) 611
Income before income taxes 92,896 84,680
Provision for income taxes 35,899 33,052
Net income 56,997 $ 51,628
Earnings Per Share:
Basic 0.57 $ 0.50
Diluted 0.56 $ 0.49
Weighted average common shares outstanding:
Basic 100,539 102,673
Diluted 101,338 104,610
The accompanying notes are an integral part of the consolidated financial statements.
WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES 10
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Balance at January 1, 2005

Comprehensive Income:

Net income

Translation adjustment, net of
taxes of $853

Change in fair value of
derivatives accounted for as
hedges, net of taxes of ($942)
Total Comprehensive Income
Issuance of treasury stock
under employee stock plans
Tax benefit of stock options
exercised

Exercise of WW.com warrants
Dividend to Artal
Luxembourg S.A.

Purchase of treasury stock
Compensation expense on
restricted stock awards

Balance at December 31, 2005

Comprehensive Income:

Net income

Translation adjustment, net of
taxes of $484

Change in fair value of
derivatives accounted for as
hedges, net of taxes of ($318)
Total Comprehensive Income
Issuance of treasury stock
under employee stock plans
Tax benefit of RSUs vested
and stock options exercised
Purchase of treasury stock
Compensation expense on
stock-based awards
Dividends payable
Secondary offering fees
Balance at April 1, 2006

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENT OF CHANGES

IN SHAREHOLDERS EQUITY/(DEFICIT)
(IN THOUSANDS)
Accumulated Dividend
Other to Artal
Common Stock Treasury Stock Comprehensive Luxembourg
Shares Amount Shares Amount Income S.A.
111,988 $ 9,575 $ (222,547) $ 5,794 $ $
(1,272)
1,473
(1,897) 7,663
(304,835)
3,732 (175,980)
111,988 $ 11,410 $ (390,864) $ 5,995 $ (304,835) $
(772)
492
(157) 633
148 (6,809)
111,988 $ 11,401 $ (397,040) $ 5715 $ (304,835) $

The accompanying notes are an integral part of the consolidated financial statements.

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES

Retained
Earnings

413,192 §

174,402

(3,951)

26,770
(4,261)

2,901

609,053 $

56,997

2,353

1,454

2,834

(17,601)

(883)
654,207 $

Total

196,439

174,402
(1,272)
1,473
174,603
3,712

26,770
(4,261)

(304,835)
(175,980)

2,901

(80,651)

56,997
(772)
492
56,717
2,986

1,454
(6,809)

2,834
(17,601)
(883)
(41,953)
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

(IN THOUSANDS)
Three Months Ended
April 1, April 2,
2006 2005
Cash provided by operating activities $ 101,066 $ 108,076
Investing activities:
Capital expenditures (3,732) (1,563)
Website development expenditures 472) (496)
Other items, net (271) (160)
Cash used for investing activities (4,475) (2,219)
Financing activities:
Net (decrease)/increase in short-term borrowings (378) 772
Payments of long-term debt (73,667) (77,750)
Proceeds from stock options exercised 3,337 1,854
Tax benefit from RSUs vested and stock options exercised 1,454
Repurchase of treasury stock (6,809) (14,997)
Costs of public equity offering (883)
Cash used for financing activities (76,946) (90,121)
Effect of exchange rate changes on cash/cash equivalents and other 1,777 (573)
Net increase in cash and cash equivalents 21,422 15,163
Cash and cash equivalents, beginning of period 31,476 35,156
Cash and cash equivalents, end of period $ 52,898 $ 50,319

The accompanying notes are an integral part of the consolidated financial statements.

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES 13
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WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

1. Basis of Presentation

The accompanying consolidated financial statements include the accounts of Weight Watchers International, Inc., and its wholly-owned
subsidiaries, which effective December 16, 2005 includes WeightWatchers.com, Inc. and its subsidiaries (collectively,

WeightWatchers.com or WW.com ). The term the Company as used throughout this document is used to indicate
Weight Watchers International, Inc. and its wholly owned subsidiaries. The term WWI as used throughout this
document is used to indicate Weight Watchers International and its wholly-owned subsidiaries other than
WeightWatchers.com.

The consolidated financial statements have been prepared in conformity with accounting principles generally accepted in the United States of
America and include amounts that are based on management s best estimates and judgments. While all available information has been
considered, actual amounts could differ from those estimates. The consolidated financial statements are unaudited but, in the opinion of
management, reflect all adjustments necessary for a fair statement.

These statements should be read in conjunction with the Company s Annual Report on Form

10-K for the fiscal year ended December 31, 2005, which includes additional information about the Company, its results of operations, its
financial position and its cash flows.

2. Summary of Significant Accounting Policies

The Company adopted the provisions of SFAS No. 123(R) Share-Based Payment on January 1, 2006. This standard requires the Company to
recognize the cost of all stock-based awards based on their grant-date fair value over the related service period of such awards. Determining the
fair value of options at the grant date requires judgment, including estimating the expected term that stok options will be outstanding prior to
exercise, the associated volatility and the expected dividends. Prior to adopting SFAS No.123(R), the Company applied the recognition and
measurement principles of Accounting Principles Board ( APB ) Opinion No. 25, Accounting for Stock Issued to Employees and related
Interpretations, in accounting for its stock-based compensation plans. All employee stock options were granted with an exercise price equal to
the market price on the date of grant. Accordingly, no compensation expense was recognized for stock option grants in prior periods. In
accordance with SFAS No. 123(R), judgment is required in estimating the amount of share-based awards expected to be forfeited prior to
vesting. If actual forfeitures differ significantly from these estimates, share-based compensation expense could be materially impacted.

For a discussion of the Company s other significant accounting policies, see Summary of Significant Accounting Policies beginning on page F-8
of the Company s Annual Report on Form 10-K for the fiscal year ended December 31, 2005.

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES 14
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3. Acquisitions

On June 13, 2005, WWI entered into an agreement to acquire its affiliate WW.com. As a result, WWI increased its ownership interest in
WW.com from approximately 20% to approximately 53% as follows: on July 1, 2005, WWI exercised its 6,395 warrants to purchase WW.com
common stock for a total price of $45,660; and on July 2, 2005, WWI acquired through a merger of a subsidiary of WWI with WW.com (the

Merger ), 1,126 shares of WW.com common stock owned by the employees of WW.com and other parties not related to Artal Luxembourg S.A.
(together with its affiliates, Artal ) for a total price of $28,383, and acquired an additional 2,759 shares of WW.com common stock, representing
outstanding stock options then held by WW.com employees, for a total price of $62,342.

The acquisition of the 1,126 shares represented shares owned outright by the employees of WW.com and other parties not related to Artal. This

component of the transaction has been accounted for under the provisions of Statement of Financial Accounting Standards ( SFAS ) No. 141,
Business Combinations, ( FAS 141 ). The acquisition of these shares resulted in an increase to goodwill of $26,185 and an increase to finite-lived

intangible assets of $1,161, primarily customer relations and information technology. These amounts represent the excess of the purchase price

of $28,383 over the net book value of the assets acquired plus transaction costs.

The acquisition of the 2,759 shares represented vested and unvested options owned by employees of WW.com. Because at the time of the
acquisition of these shares Artal owned approximately 47% of WW.com and is the parent company to WWI, the acquisition of these shares is
considered to be a transaction between entities under common control, and therefore, the provisions of FAS 141 are not applicable.

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES 15
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Under the guidance of FASB Interpretation No. 44, Accounting for Certain Transactions involving Stock Compensation, ( FIN 44 ), and
Emerging Issues Task Force Issue No. 00-23, Issues Related to the Accounting for Stock Compensation under APB Opinion No. 25 and FIN 44,
( EITF 00-23 ), the Company was required to record a compensation charge related to the 2,293 vested options of $39,647 in the second quarter
2005. This amount represents the difference between the purchase price per share and the exercise price per share of the vested options. The 466
unvested options were exchanged for 134 restricted stock units of WWI, resulting in deferred compensation of $7,214, which is being recorded

as compensation expense in future periods as the restricted stock units vest.

In connection with the acquisition of the WW.com shares, WWI also purchased and canceled all 103 outstanding WW.com options held by
WWI employees for a total settlement price of $2,415. Under the guidance of FIN 44 and EITF 00-23, the Company was required to record the
full settlement price as a compensation charge in the second quarter 2005. This charge, coupled with the aforementioned $39,647 compensation
charge recorded in connection with the vested options held by WW.com employees, resulted in a total compensation charge of $42,062, which
was recorded as a component of selling, general and administrative expenses in the second quarter of 2005.

On June 13, 2005, WW.com entered into a redemption agreement with Artal (the Redemption ) to purchase the 12,092 shares of WW.com then
owned by Artal. Pursuant to the Redemption on December 16, 2005, WW.com redeemed the remaining 47% of its outstanding shares of
common stock held by Artal for the aggregate cash consideration of $304,835, the same purchase price per share as that paid by WWI in the
merger. WW.com used cash on hand of approximately $89,800 and the proceeds from its two credit facilities (see Note 5) which totaled
$215,000. In accordance with the provisions of SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of Both
Liabilities and Equity, because at the time of the Redemption Artal owned approximately 47% of WW.com and is the parent company of WWI,
the Redemption was considered to be a transaction between entities under common control. Therefore, the Redemption was recorded as a
dividend to Artal in the shareholders deficit section of the balance sheet.

4. Goodwill and Intangible Assets

In accordance with SFAS No. 142, Goodwill and Other Intangible Assets, the Company no longer amortizes goodwill or other indefinite lived
intangible assets. The Company performed its annual fair value impairment testing as of December 31, 2005 on its goodwill and other indefinite
lived intangible assets and determined that no impairment existed. Unamortized goodwill is due mainly to the acquisition of the Company by the
H.J. Heinz Company in 1978 and the aforementioned transactions with WW.com. Franchise rights acquired are due mainly to acquisitions of the
Company s franchised territories. For the three months ended April 1, 2006, goodwill and franchise rights acquired decreased due to foreign
currency fluctuations.

In accordance with SFAS No. 142, aggregate amortization expense for finite lived intangible assets was recorded in the amounts of $1,485 and
$755 for the three months ended April 1, 2006 and April 2, 2005, respectively.

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES 16



Edgar Filing: WEIGHT WATCHERS INTERNATIONAL INC - Form 10-Q

The carrying amount of the amortized intangible assets as of April 1, 2006 and December 31, 2005 was as follows:

April 1, 2006 December 31, 2005
Gross Gross

Carrying Accumulated Carrying Accumulated

Amount Amortization Amount Amortization
Deferred software costs $ 7,667 $ 4,679 $ 7,435 $ 4,280
Trademarks 8,187 7,422 8,112 7,352
Non-compete agreement 1,200 1,200 1,200 1,200
Web site development costs 10,470 7,454 9,998 6,661
Other 5,382 3,914 5,382 3,797
$ 32,906 $ 24,669 $ 32,127 $ 23,290

Estimated amortization expense of existing finite lived intangible assets for the next five fiscal years is as follows:

Remainder of 2006 $ 3,280
2007 $ 2,379
2008 $ 835
2009 $ 170
2010 $ 107

5. Long-Term Debt

WWI Credit Facility

As of April 1, 2006, WWI s Credit Agreement dated as of January 16, 2001 and amended and restated as of January 21, 2004, as supplemented
on October 19, 2004 and as amended on June 24, 2005 (the Credit Facility ) consisted of a Term Loan B, Additional Term Loan B and a
revolving line of credit (the Revolver ).

WWI s Term Loan B and the Revolver bear interest at a rate equal to LIBOR plus 1.75% per annum or, at WWI s option, the alternate base rate
(as defined in the Credit Facility) plus 0.75% per annum. The Additional Term Loan B bears interest at a rate equal to LIBOR plus 1.50% per
annum, or at WWI s option, the alternative base rate (as defined in the Credit Facility), plus 0.50% per annum. In addition to paying interest on
outstanding principal under the Credit Facility, WWI is required to pay a commitment fee to the lenders under the Revolver with respect to the
unused commitments at a rate equal to 0.375% per year.

WWI s Credit Facility contains customary covenants including covenants that in certain circumstances restrict WWI s ability to incur additional
indebtedness, pay dividends on and redeem capital stock, make other restricted payments, including investments, sell its assets and enter into
consolidations, mergers and transfers of all or substantially all of its assets. The Credit Facility also requires WWI to maintain specified financial
ratios and satisfy financial condition tests. At April 1, 2006, WWI complied with all of the required financial ratios and also met all of the
financial condition tests and is expected to continue to do so. The Credit Facility contains customary events of default. Upon the occurrence of
an event of default under the Credit Facility, the lenders thereunder may cease making loans and declare amounts outstanding to be immediately

due and payable. The Credit Facility is guaranteed by certain of the Company s existing and future subsidiaries, other than

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES 17
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WW.com and its subsidiaries.

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES
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Substantially all the assets of WWI and its subsidiaries collateralize the Credit Facility.

On November 4, 2005, Standard & Poor s confirmed its BB rating for WWI s corporate credit and WWI s Credit Facility. On March 11, 2005,
Moody s assigneda Bal rating for WWI s Term Loan B and Additional Term Loan B and confirmed its Bal rating for WWI s Credit Facility.

WW.com Credit Facilities

On December 16, 2005, WW.com borrowed $215,000 pursuant to two credit facilities (the WW.com Credit Facilities ), consisting of (i) a five
year, senior secured first lien term loan facility in an aggregate principal amount of $170,000 (the First Lien Term Credit Facility ) and (ii) a five
and one-half year, senior secured second lien term loan facility in an aggregate principal amount of $45,000 (the Second Lien Term Credit
Facility ). The WW.com Credit Facilities are governed by two credit agreements among WW.com, Credit Suisse, as administrative agent and
collateral agent, and the lenders party thereto.

The First Lien Term Credit Facility bears an interest rate equal to LIBOR plus 2.25% per annum, or, at WW.com s option, the alternate base rate,
(as defined in the First Lien Term Credit Facility), plus 1.25% per annum. The Second Lien Term Credit Facility bears an interest rate equal to
LIBOR plus 4.75% per annum or, at WW.com s option, the alternate base rate, (as defined in the Second Lien Term Credit Facility), plus 3.75%
per annum.

Loans outstanding under the WW.com Credit Facilities (i) must be prepaid with certain percentages of excess cash flow and net cash proceeds of
asset sales, issuances, offerings or placements of debt obligations of WW.com and issuances of equity securities of WW.com, and (ii) may be
voluntarily prepaid at any time in whole or in part without premium or penalty, with certain exceptions depending upon the date of payment. The
rights and priorities of the lenders under the WW.com Credit Facilities are governed by an inter-creditor agreement.

The WW.com Credit Facilities contain customary covenants, including affirmative and negative covenants that, in certain circumstances, restrict
WW.com s ability to incur additional indebtedness, pay dividends on and redeem capital stock, make other restricted payments, including
investments, sell WW.com assets and enter into consolidations, mergers and transfers of all or substantially all of WW.com s assets. The
WW.com Credit Facilities also require WW.com to maintain specified financial ratios and satisfy financial condition tests, which become more
restrictive over time. At April 1, 2006, WW.com complied with all of the required financial ratios and also met all of the financial condition tests
and is expected to continue to do so. The WW.com Credit Facilities contain customary events of default. Upon the occurrence of an event of
default under the WW.com Credit Facilities, the lenders thereunder may cease making loans and declare amounts outstanding to be immediately
due and payable. Each of WW.com s existing and future domestic subsidiaries have guaranteed the Credit Facilities and the WW.com Credit
Facilities are secured by substantially all the assets of WW.com and these subsidiaries. WWI has not guaranteed the WW.com Credit Facilities.

On November 4, 2005, Standard & Poor s assigned its B+ corporate credit rating to WeightWatchers.com. In addition, Standard & Poor s
assigned ratings of B+ to the First Lien Term Credit Facility and B- to the Second Lien Term Credit Facility. On November 2, 2005, Moody s
assigned ratings of Ba3 to the First Lien Term Credit Facility and B1 to the Second Lien Term Credit Facility.

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES 19
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6. Treasury Stock

On October 9, 2003, the Company, at the direction of WWI s Board of Directors, authorized a program to repurchase up to $250,000 of the
Company s outstanding common stock. On June 13, 2005, the Company, at the direction of WWI s Board of Directors, authorized adding an
additional $250,000 to this program.

The repurchase program allows for shares to be purchased from time to time in the open market or through privately negotiated transactions. No
shares will be purchased from Artal under the program.

From October 9, 2003 through December 31, 2005, the Company purchased 9,184 shares of common stock in the open market for a total cost of
$381,877. During the three months ended April 1, 2006 and April 2, 2005, the Company purchased 148 and 356 shares of common stock,
respectively, in the open market at a total cost of $6,809 and $14,997, respectively.

7. Earnings Per Share

Basic earnings per share ( EPS ) computations are calculated utilizing the weighted average number of common shares outstanding during the
periods presented. Diluted EPS is calculated utilizing the weighted average number of common shares outstanding adjusted for the effect of
dilutive common stock equivalents.

The following table sets forth the computation of basic and diluted earnings per share:

Three Months Ended
April 1, April 2,
2006 2005
Numerator:
Net income $ 56,997 $ 51,628
Denominator:
Weighted-average shares 100,539 102,673
Effect of dilutive common stock equivalents 799 1,937
Denominator for diluted EPS-Weighted-average shares 101,338 104,610
EPS:
Basic $ 0.57 $ 0.50
Diluted $ 0.56 $ 0.49

The number of anti-dilutive common stock equivalents excluded from the calculation of weighted average shares for diluted EPS was 851 and
42 for the three months ended April 1, 2006 and April 2, 2005, respectively.

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES 20
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8. Stock Plans

On May 12, 2004 and December 16, 1999, respectively, the Company s stockholders approved the 2004 Stock Incentive Plan (the 2004 Plan ) and
the 1999 Stock Purchase and Option Plan (the 1999 Plan ). These plans are designed to promote the long-term financial interests and growth of

the Company by attracting and retaining management with the ability to contribute to the success of the business. The Board of Directors or a
committee thereof administers the plans.

Under the 2004 Plan, grants may take the following forms at the committee s sole discretion: incentive stock options, stock appreciation rights,
restricted stock units and other stock-based awards. The maximum number of shares available for grant under the 2004 Plan is 2,500 as of the
plan s effective date.

Under the 1999 Plan, grants may take the following forms at the committee s sole discretion: incentive stock options, other stock options (other
than incentive options), stock appreciation rights, restricted stock, purchase stock, dividend equivalent rights, performance units, performance
shares and other stock-based grants. The maximum number of shares available for grant under this plan was 5,647 shares of authorized common
stock as of the plan s effective date. In 2001, the number of shares available for grant was increased to 7,058 shares.

Through December 31, 2005, as permitted by SFAS No. 123, the Company applied the recognition and measurement principles of APB No. 25,
Accounting for Stock Issued to Employees, and related interpretations in accounting for these plans.

10
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As such, for all periods presented through fiscal 2005, no compensation expense for employee stock options was reflected in earnings as all
options were granted with an exercise price equal to the market price on the date of grant.

The following table illustrates the effect on net income and diluted earnings per share if the Company had applied the fair value recognition
provisions of SFAS No. 123:

Three Months Ended
April 2, 2005

Net income, as reported $ 51,628
Deduct:

Total stock-based employee compensation expense
determined under the fair value method for all stock option

awards, net of related tax effect 694
Pro forma net income $ 50,934
EPS:

Basic-as reported $ 0.50
Basic-pro forma $ 0.50
Diluted-as reported $ 0.49
Diluted-pro forma $ 0.49

The Company adopted the provisions of SFAS 123(R), Share-Based Payment on January 1, 2006. Upon adopting this standard, the Company
began recognizing the cost of all stock-based awards based on their grant-date fair value over the related service period of such awards. For the
quarter ended April 1, 2006, the impact of adopting SFAS 123(R) was to reduce income before income taxes and net income by $2,834 and
$1,729, respectively, with a corresponding reduction in basic and diluted earnings per share of $.02. In accordance with SFAS 123(R), the
Company has elected to apply the modified prospective transition method to all past awards outstanding and unvested as of the date of adoption
and has begun to recognize the associated expense over the remaining vesting period based on the fair values previously determined and
disclosed as part of its pro forma disclosures. The Company has not restated the results of prior periods.

The compensation cost that has been charged against income for these plans was $2,834 for the quarter ended April 1, 2006 and such amount has
been included as a component of selling, general and administrative expenses. The total income tax benefit recognized in the income statement
for share-based compensation arrangements was $1,105 for the quarter ended April 1, 2006. No compensation costs were capitalized. As of
April 1, 2006, there was $26,144 of total unrecognized compensation cost related to stock options and restricted stock units ( RSUs ) granted
under the plans. That cost is expected to be recognized over a weighted-average period of 3.1 years.
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While the plans permit various types of awards, grants under the plans have historically been either stock options or restricted stock units. The
following describes some further details of these awards.

Stock Option Awards

The fair value of each option award is estimated on the date of grant using the Black-Scholes option pricing model with the weighted average
assumptions noted in the following table. Expected volatility is based on the historical volatility of the Company s stock with certain time periods
excluded due to historical events which are not expected to recur. Since the Company s option exercise history is limited, it has estimated the
expected term of option grants to be the midpoint between the vesting period and the contractual term of each award, as is permitted under Staff
Accounting Bulletin No. 107, Share-Based Payment ( SAB 107 ). The risk free interest rate is based on the U.S. Treasury yield curve in effect on
the date of grant which corresponds to the expected term of the option.

Three Months Ended
April 1, April 2,
2006 2005
Dividend yield 1.4% 0%
Volatility 27.7% 28.5%
Risk-free interest rate 4.3% - 4.6% 3.3% - 4.2%
Expected term (years) 7.3 4.5

A summary of option activity under the plans for the three months ended April 1, 2006 is presented below:

Weighted-
Weighted- Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Shares Price Term (Yrs.) Value

Outstanding at January 1, 2006 2,825 $ 28.14
Granted 80 $ 48.14
Exercised (146) $ 22.87
Canceled (23) $ 44.40
Outstanding at April 1, 2006 2,736 $ 28.87 515§ 62,128
Exercisable at April 1, 2006 1,280 $ 13.96 428 $ 47,919

The weighted-average grant-date fair value of options granted during the first quarter of 2006 and 2005 was $15.90 and $13.15, respectively.
The total intrinsic value of options exercised during the first quarter of 2006 and 2005 was $4,175 and $34,815, respectively.

Cash received from options exercised during the quarter ended April 1, 2006 was $3,337. The actual tax benefit realized from options exercised
and RSUs vested totaled $1,454 for the quarter ended April 1, 2006. With the adoption of SFAS 123(R), this amount is now shown as a cash
inflow from financing activities. Prior to the adoption of SFAS 123(R), this amount was shown as a cash inflow from operating activities.
Because the Company elected the modified prospective transition method of adoption, prior period financial statements have not been restated.
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Restricted Stock Units

The fair value of RSUs is determined using the market price of the Company s common stock on the date of grant. A summary of RSU activity
under the plans for the three months ended April 1, 2006 is presented below:

Weighted-
Average

Grant-Date

Shares Fair Value
Outstanding at January 1, 2006 181 $ 48.77
Granted 144 § 50.38
Vested a8) $ 50.70
Forfeited ©6) $ 50.59
Outstanding at April 1, 2006 301 $ 49.39

The total fair value of RSUs vested during the quarter ended April 1, 2006 was $938.

9. Income Taxes

Prior to December 16, 2005 WWI and WeightWatchers.com were separate tax paying entities. Effective with the completion of the Redemption
(see Note 3) WW.com is included in WWI s consolidated federal tax return.

The effective tax rate for the three months ended April 1, 2006 and April 2, 2005 was 38.6% and 39.0%, respectively, on the consolidated results
of the Company. For the three months ended April 1, 2006 and April 2, 2005, the primary differences between the U.S. federal statutory tax rate
and the Company s effective tax rate were state income taxes, offset by lower statutory tax rates in certain foreign jurisdictions.

10. Legal

The Company has agreed to settle a litigation filed on behalf of a purported class of employees under the California Labor Code and the Federal
Fair Labor Standards Act for $2.3 million plus other costs and expenses. The settlement is subject to approval and certification of the class status
by the court.

Due to the nature of its activities, the Company is, at times, subject to pending and threatened legal actions that arise out of the normal course of
business. We have had and continue to have disputes with certain of our franchisees. In the opinion of management, based in part upon advice of
legal counsel, the disposition of all such matters is not expected to have a material effect on the Company s results of operations, financial
condition or cash flows.
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11. Derivative Instruments and Hedging

The Company enters into interest rate swaps to hedge a substantial portion of its variable rate debt. These contracts are used primarily to reduce
risk associated with variable interest rate debt obligations. As of April 1, 2006 and April 2, 2005, the Company held contracts for interest rate
swaps with notional amounts totaling $257,500 and $150,000, respectively. The Company is hedging forecasted transactions for periods not
exceeding the next three years. At April 1, 2006, given the current configuration of its debt, the Company estimates that no derivative gains or
losses reported in accumulated other comprehensive income will be reclassified to the Statement of Operations within the next 12 months.

As of April 1, 2006 and April 2, 2005, cumulative gains/(losses) for qualifying hedges were reported as a component of accumulated other
comprehensive income in the amounts of $1,894, or $3,109 before taxes, and $1,216, or $1,993 before taxes, respectively. For the three months
ended April 1, 2006 and April 2, 2005 there were no fair value adjustments since all hedges are considered qualifying.

12. Comprehensive Income

Comprehensive income for the Company includes net income, the effects of foreign currency translation and changes in the fair value of
derivative instruments. Comprehensive income is as follows:

Three Months Ended
April 1, April 2,
2006 2005
Net income $ 56,997 $ 51,628
Foreign currency translation adjustments (772) (229)
Current period changes in fair value of derivatives 492 1,286
Comprehensive income $ 56,717 $ 52,685

13. Segment Data

The Company has two operating segments, each of which is a reportable segment: WWI and WeightWatchers.com. These are two separate and
distinct businesses for which discrete financial information is available. This discrete financial information is maintained and managed
separately and is reviewed regularly by the chief operating decision maker. All intercompany activity is eliminated in consolidation.
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Information about the Company s reportable operating segments is as follows:

Revenues from external customers
Intercompany revenue

Total revenue

Depreciation and amortization

Operating income

Interest expense, net

Other income, net
Provision for taxes
Net income

Weighted average diluted shares

outstanding
Total assets

Revenues from external customers
Intercompany revenue

Total revenue

Depreciation and amortization

Operating income

Interest expense, net

Other expense, net
Provision for taxes
Net income

Weighted average diluted shares

outstanding

WWI
310,815
2,428
313,243
2,436

94,964

53,987

933,606

WWI
303,746
2,633
306,379
2,042

84,826

54,957

$

$

Three Months Ended April 1, 2006

WW.com
31,233
1,328
32,561
1,425

9,111

3,010

40,993

$

Intercompany
Eliminations

(3,756)

(3,756)

(118,610)

Three Months Ended April 2, 2005

WW.com
26,252
598
26,850
1,040

5,201

2,627

$

WEIGHT WATCHERS INTERNATIONAL, INC. AND SUBSIDIARIES

Intercompany
Eliminations

(3,231)

(3,231)

(5,956)
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Consolidated
$ 342,048

342,048
3,861

104,075
11,287
(108)
35,899
$ 56,997

101,338
$ 855,989

Consolidated
$ 329,998

329,998
3,082

90,027

4,736

611

33,052

$ 51,628
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