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WEIGHT WATCHERS INTERNATIONAL, INC.

        Weight Watchers International, Inc. is a Virginia corporation with its principal executive offices in New York, New York. In this report,
unless the context indicates otherwise: "we", "us", and "our" refers to Weight Watchers International, Inc. and all subsidiaries consolidated for
purposes of its financial statements, including WeightWatchers.com, Inc. and its subsidiaries; "Weight Watchers International" refers to Weight
Watchers International, Inc. and all of its subsidiaries other than WeightWatchers.com, Inc. and subsidiaries of WeightWatchers.com, Inc.; and
"WeightWatchers.com" refers to WeightWatchers.com, Inc. and its subsidiaries.

PART I

Item 1. Business

Overview

        We are a leading global branded consumer company and the leading global provider of weight management services, with a presence in 30
countries around the world. With over four decades of weight management experience, expertise and know-how, we have established Weight
Watchers as one of the most recognized and trusted brand names among weight conscious consumers. In 2005, consumers spent over
$3.0 billion on Weight Watchers branded products and services, including meetings conducted by us and our franchisees, products sold at
meetings, Internet subscription products sold by WeightWatchers.com, licensed products sold in retail channels and magazine subscriptions and
other publications.

        The high awareness and credibility of our brand among all types of weight-conscious consumers�women and men, consumers online and
offline, the support-inclined and the self-help inclined�provide us with a significant competitive advantage and growth opportunity. As the
number of overweight and obese people worldwide grows, we believe our global presence and brand awareness uniquely position us to capture
an increasing share of the global weight management market through our core meeting business and our additional growth vehicles, such as
WeightWatchers.com and our licensing efforts.

        In the more than 40 years since our founding, we have built our meeting business by helping millions of people around the world lose
weight through a sensible and sustainable diet, exercise, behavior modification and group support. Each week, approximately 1.5 million
members attend approximately 48,000 Weight Watchers meetings around the world, which are run by more than 15,000 leaders�each of whom
has lost weight on our programs. We are constantly improving our scientifically based weight management approaches, and we are the only
commercial weight management program whose efficacy has been clinically proven. Our strong brand, together with the effectiveness of our
programs, loyal customer base and unparalleled network and infrastructure, enable us to attract new and returning members efficiently. Our
customer acquisition costs remain relatively low due to both word of mouth referrals and our efficient mass marketing programs.

        Through WeightWatchers.com, we offer Internet subscription weight management products to consumers and maintain an interactive
presence on the Internet for the Weight Watchers brand. We believe WeightWatchers.com is the leader in weight management Internet
subscription products and has twice the market share of its next largest Internet competitor. Currently, we provide two subscription offerings:
Weight Watchers Online and Weight Watchers eTools. Weight Watchers Online provides interactive and personalized resources that allow users
to follow our weight management plans via the Internet. Weight Watchers eTools is the Internet weight management companion for Weight
Watchers meetings members who want to interactively manage the day-to-day aspects of their weight management plans on the Internet. We
currently offer these two products in the United States, the United Kingdom, Canada, Germany and Australia/New Zealand.
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        Our licensing revenues have been rapidly growing in both the United States and internationally. Companies are showing an increased
interest in licensing our brand and other intellectual property as a platform to build their businesses since the Weight Watchers brand brings high
credibility and access to the weight conscious consumer. By partnering with carefully selected companies in categories relevant and helpful to
weight conscious consumers, we have created a highly profitable business as well as a powerful vehicle to reinforce the Weight Watchers brand
in the minds of our target consumers.

The Global Weight Management Market

        We participate in the global weight management market. According to Marketdata Enterprises, the weight management industry had
revenue of approximately $46 billion in 2004 in the United States alone. The number of overweight and obese people around the world has
steadily increased over the past 20 years and is now estimated at over 1 billion, primarily driven by improving living standards and changing
eating patterns, along with increasingly sedentary lifestyles. According to the Centers for Disease Control and Prevention, between 1999 and
2002, 65% of Americans over the age of 19 were considered overweight and almost half of these were obese. Numerous diseases, including
heart disease, high blood pressure and Type II diabetes, are associated with being overweight or obese. We believe the growing population of
overweight people who are motivated by both an increasing awareness of the health benefits of weight loss and the desire to improve their
appearance is fueling the growth in demand for weight management programs. This growth is also a result of an increasing willingness of
employers and governments to promote and contribute towards the cost of weight management programs.

Our Services and Products

Our Weight Management Plans

        In each of our markets, we offer services and products that are built upon weight management systems tailored to local tastes and habits.
These weight management systems are comprised of a range of nutritional, exercise and behavioral tools and approaches. For instance, we
currently offer TurnAround in the United States and Canada. One of the features of TurnAround is to give consumers the choice of two weight
management plans to follow, the Flex Plan, also known as the POINTS weight management system, and the Core Plan.

        Under the Flex Plan, each food has a POINTS value determined by a patented formula based on the food's calories, fat and dietary fiber.
Subject to certain nutritional guidelines, consumers on this plan can eat any food as long as their total food consumption stays within their
POINTS value "budget" for the week. Since nutritious foods generally have low POINTS values, this approach guides consumers toward
healthier eating habits.

        Under the Core Plan, consumers eat from a list of wholesome foods from all the food groups, i.e., core foods that provide eating satisfaction
without the need to count POINTS values. These core foods are intended to satisfy consumers' hunger by directing them to foods with low
calorie density that do not trigger over-eating. The Core Plan also permits consumers to eat non-core foods within an allotted weekly POINTS
value.

Meetings

        Clinical studies have shown that consumers who attend Weight Watchers meetings are more likely to lose weight than those who diet on
their own. Our group support system remains the cornerstone of our meetings. Members provide each other support by sharing their experiences,
their encouragement and empathy with other people experiencing similar weight management challenges. This group support provides the
reassurance that no one must overcome their weight management challenge alone. Group support assists members in dealing with issues such as
emotional eating and finding time to exercise.
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We facilitate this support through interactive meetings that encourage learning through group activities and discussions.

        We present our program in a series of weekly meetings of approximately one hour in duration. Meetings are conveniently scheduled
throughout the day. Typically, we hold meetings in either meeting rooms rented from civic or other community organizations or in leased
locations.

        In our meetings, our leaders present our program that combines group support and education with a structured approach to food, activity
and lifestyle modification developed by credentialed weight management experts. Our more than 15,000 leaders run our meetings and educate
members on the Weight Watchers method of successful and sustained weight management. Our leaders also provide inspiration and motivation
for our members and are examples of our program's effectiveness because they have lost weight and maintained their weight loss on our
program.

        Meetings typically begin with registration and a confidential weigh-in to track each member's progress. Leaders and receptionists are
trained to engage the members at the weigh-in to talk about their weight management efforts during the previous week and to provide
encouragement and advice. Part of the meeting is educational, where the leader uses personal anecdotes, games or open questions to demonstrate
some of our core weight management strategies, such as self-belief and discipline. For the remainder of the meeting, the leader focuses on a
variety of topics pre-selected by us, such as seasonal weight management topics, achievements people have made in the prior week and
celebrating and applauding individual successes. Discussions can range from dealing with a holiday office party to making time to exercise. The
leader encourages substantial participation and discusses supporting products and materials as appropriate. At the end of the meeting, new
members are given special instruction in our current weight management plan.

        Our leaders help set a member's weight goal within a healthy range based on body mass index. When members reach their weight goal and
maintain it for six weeks, they achieve lifetime member status. This gives them the privilege to attend our meetings free of charge as long as
they maintain their weight within a certain range. Successful members also become eligible to apply for positions as leaders. Field management
and current leaders constantly identify new leaders from members who have strong interpersonal skills and are personable. Leaders are usually
paid on a commission basis.

        Our most popular payment structure in our meeting business is a 'pay-as-you-go' arrangement. A new member pays an initial registration
fee and then a weekly fee for each meeting attended, although free registration is often offered as a promotion. We also offer discounted
prepayment plans.

        We have enjoyed a mutually beneficial relationship with our franchisees over many years. In our early years, we used an aggressive
franchising strategy to quickly establish a meeting infrastructure to pre-empt competition. Since then we have acquired a large number of
franchises and we do not intend to award new franchise territories. In fiscal 2005, franchised operations represented approximately 21% of our
total worldwide attendance. We estimate that, in fiscal 2005, these franchised operations attracted attendance of over 16 million. Franchisees
typically pay us a fee equal to 10% of their meeting fee revenues.

        Our franchisees are responsible for operating classes in their franchise class territory using the program and marketing guidelines we have
developed. We provide a central support system for the program and our brand. Franchisees purchase products from us at wholesale prices for
resale directly to members. Franchisees are obligated to adhere strictly to our program content guidelines, with the freedom to control pricing,
class locations, operational structure and local promotions. Franchisees provide local operational expertise, advertising and public relations.
Franchisees are required to keep accurate records that we audit on a periodic basis. Most franchise agreements are perpetual and can be
terminated only upon a material breach or bankruptcy of the franchisee.
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Product Sales

        We sell a range of products, including bars, snacks, cookbooks, POINTS value guides, Weight Watchers magazines and POINTS
calculators, that complement our weight management plans and help our customers in their weight management efforts. Our emphasis has been
on consumables that drive recurring purchases. Our products are designed to be high quality, to offer benefits related to the Weight Watchers
plans, to be competitively priced and to be easy to merchandise. We continuously update our product range and share best practices around the
globe.

        We sell our products primarily through our meeting operations and to our franchisees. Recently, we have grown our product sales per
attendee by updating our selection of products. In fiscal 2005, sales of our proprietary products represented 25% of our revenues. We intend to
continue to optimize our product offerings by updating existing products and selectively introducing new products.

Our WeightWatchers.com Offerings

        Through WeightWatchers.com, we are well positioned to benefit from the large self-help market as well as several trends taking place in
the Internet marketplace including an increased willingness to access and pay for web content, the proliferation of broadband access and the
growth of e-Commerce and Internet advertising. According to comScore, the U.S. paid Internet content market has nearly quadrupled from 2001
to 2005, increasing from $265 million in the first half of 2001 to over $985 million in the first half of 2005, with almost 80% of U.S. Internet
content revenue in the first half of 2005 coming from subscriptions as opposed to individual sales.

        Since 2001, we have offered two Internet subscription products in the United States�Weight Watchers Online and Weight Watchers eTools.

Weight Watchers Online

Weight Watchers Online is a product based on the Weight Watchers approach to weight management and is designed to attract self-help-inclined
consumers. Weight Watchers Online helps consumers adopt a healthier lifestyle, with a view toward long-term behavior modification�a key
aspect of the Weight Watchers approach toward sustainable weight loss. Weight Watchers Online allows consumers to learn how to make
healthier food choices and to lead a more active lifestyle by providing them with online content, functionality, resources and interactive
web-based weight management plans.

Weight Watchers eTools

Weight Watchers eTools is an Internet weight management offering available only to consumers who are Weight Watchers meetings members.
Weight Watchers eTools allows users to interactively manage the day-to-day aspects of their weight management plan online, discover different
food options, stay informed and motivated, and keep track of their weight management efforts.

        In the third quarter of 2002, WeightWatchers.com launched its two Internet subscription products on our U.K. and Canadian websites. In
January 2004, WeightWatchers.com launched its Internet subscription products on our German website, and, in December 2005,
WeightWatchers.com launched its Internet subscription products on our Australia/New Zealand website. These products have similar
functionality to the existing U.S. products, but are tailored specifically to each of our local markets.

        As of December 31, 2005, WeightWatchers.com had approximately 535,000 active subscribers, of which approximately 75% were
subscribers to Weight Watchers Online.

4

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

7



        As Weight Watchers Online and Weight Watchers eTools reflect different value propositions, the subscriptions are priced differently. Both
subscription products currently offer an initial pre-paid subscription term of one or three months, continuing thereafter on a pre-paid
month-to-month basis until canceled. In the United States, Weight Watchers Online costs $65.00 for the initial 3-month term or $46.90 for the
initial one-month term. The ongoing monthly fee for Weight Watchers Online is $16.95. In the United States, Weight Watchers eTools costs
$29.95 for the initial 3-month term or $12.95 for the initial one-month term. The ongoing monthly fee for Weight Watchers eTools is $12.95.

        We believe WeightWatchers.com's personalized and interactive Internet subscription products provide consumers with an engaging weight
management experience. Our Internet subscription products help customers monitor their weight management efforts, encourage exercise and
healthier living, and provide guidance toward healthier eating habits by offering the following interactive resources:

�
POINTS Tracker

�
POINTS Calculators

�
Weight Tracker and Progress Charts

�
Recipe Database

�
Recipe Builder

�
Meal Ideas

�
Restaurant Guides

        In July 2004, WeightWatchers.com launched its first mobile subscription product�Weight Watchers On-the-Go�which is available as an
add-on product for subscribers to our Internet products. Weight Watchers On-the-Go offers software tools and features for Palm-based handheld
devices. Through a two-way synchronization, subscribers can track their POINTS value, food consumption or physical activities either on their
handheld device or through the website and have their results automatically uploaded to their Internet subscription account or downloaded to
their handheld device. Weight Watchers On-the-Go is currently only offered in the United States and is free for Weight Watchers eTools
subscribers. Weight Watchers Online subscribers can currently purchase Weight Watchers On-the-Go for an additional $5 per month.

        We believe men represent an important market opportunity for us and we are developing a version of our Internet subscription products
customized for men. Based on our internal research, we believe many men trust the Weight Watchers brand as a source of sensible weight
management advice. We believe web-based offerings, combined with appropriate content and imagery, will be ideally suited for men.

        We believe we can continue to expand our Internet revenues from sources other than our Internet subscription products. For example, in
December 2005 we launched in the United States an online store that sells our products (such as bars, snacks and POINTS calculators) to our
Weight Watchers Online subscribers. We are also exploring options to increase our Internet advertising sales.

5

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

8



Corporate Solutions

        We believe there is an increasing demand by companies for services and products that can improve the health and well-being of their
employees. In response, we recently launched our Corporate Solutions sales and marketing initiative. We believe our broad range of services and
products uniquely positions us to serve this market and help companies reduce their healthcare costs and improve the well-being of their
employees. Our Corporate Solutions initiative typically leverages a company's internal communications to promote our services and products
directly to its employees. As part of this strategy, we have built a dedicated national sales and account management team focused on engaging
national clients.

        The Corporate Solutions initiative promotes four differentiated offerings, any of which can generally be offered by companies to their
employees:

�
Onsite Weekly Meetings: For employees who want support from fellow colleagues, guidance from an experienced leader
and the convenience of attending meetings at their workplace.

�
Local Meeting Vouchers: For employees who want guidance from a leader but want to attend meetings away from work.

�
Weight Watchers Online: For employees who cannot attend meetings, or are self-help inclined, but want access to Weight
Watchers.

�
At Home Kits: For employees who prefer an offline self-help approach.

        This national approach to serving companies supplements our existing local efforts to target the corporate market. We intend to leverage
our existing local relationships into expanded national relationships.

Licensing and Publishing

Licensing

        We license the Weight Watchers brand and other intellectual property in certain categories of food and other consumer products to carefully
selected partners. We seek to increase our licensing revenues by targeting sizeable product categories where the Weight Watchers brand can add
real value. We have recently expanded our global licensing team in order to focus on increasing the number of categories and geographies of our
licensed products.

        We typically partner with licensees that excel at new product development and have strong marketing and sales expertise, manufacturing
and distribution capabilities, financial strength, prior performance in previous licensing deals and senior management commitment to building
the Weight Watchers brand. In addition, in connection with our acquisition from the H.J. Heinz Company, or Heinz, in September 1999, Heinz
received a perpetual royalty-free license to continue using our brand in its core food categories. We plan to continue to choose our licensing
partners carefully after identifying and prioritizing categories that enhance the Weight Watchers brand and have long-term growth potential.
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        Selected licensees include:

LICENSEE PRODUCT

United States
Applebee's Casual Dining Restaurant Menu
Conair Scales
Dawn Foods Snack Cakes & Muffins
Organic Milling Ready to Eat Cereals
Russell Stover Chocolate Candies
Wells Dairy Ice Cream
Weston Bakeries Fresh Bread

United Kingdom
Anthony Alan Foods Snack Cakes
Conair Scales
Yoplait Yogurt

Continental Europe
Anthony Alan Foods Snack Cakes
COOP COOP "Healthy for You" Range
Sara Lee Meats
Senoble Yogurt

Australia
Conair Scales
Nestle Yogurt

        Each licensee is required to include on their packaging information about our services and our products, including our toll-free numbers and
a URL for WeightWatchers.com. This marketing and promotional support reinforces the value of our brand.

        We continue to believe there are significant opportunities both in the United States and internationally to take advantage of the strength of
the Weight Watchers brand and other intellectual property through additional licensing agreements.

Weight Watchers Magazine

        Weight Watchers magazines are published in all of our major markets. In the United States, Weight Watchers Magazine is an important
branded marketing channel that is experiencing strong growth. We re-acquired the rights to publish the magazine without the subscriber list in
February 2000 and re-launched its publication in May 2000. Since then, we have grown paid circulation from zero to over one million. As of fall
2005, our U.S. magazine had a readership of 6.61 readers per copy, according to MediaMark, an industry tracking service. In addition to
generating revenues from subscription sales and advertising, Weight Watchers Magazine also reinforces the value of our brand and serves as a
powerful tool for marketing to both existing and potential customers.

Marketing and Promotion

Word of Mouth

        The word-of-mouth generated by our current and former customers is an important source of new customers. Over our more than 40-year
operating history, we have created a powerful referral network of loyal customers. These referrals, combined with our strong brand and the
effectiveness of our plans, enable us to efficiently attract new and returning customers.
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Media Advertising

        Our advertising enhances our brand image and awareness and motivates both former and potential new customers to join Weight Watchers.
We have historically taken advantage of a range of traditional offline advertising vehicles such as television, radio and print. Over the past five
years, WeightWatchers.com has developed a strong capability and presence in Internet advertising. Our advertising schedule supports the three
key diet seasons of the year: winter, spring and fall. We allocate our media advertising on a market-by-market basis, as well as by media vehicle
(television, radio, Internet, magazines and newspapers), taking into account the target market and the effectiveness of the medium.

Direct Mail and Email

        Direct mail is a critical element of our marketing because it targets potential returning members. We maintain databases of current and
former customers in each country in which we operate, which we use to focus our direct mailings and email. During fiscal 2005, our North
American company-owned meeting operations, or NACO, sent over 21 million pieces of direct mail. Most of these mailings are timed to
coincide with the start of the diet seasons and are intended to encourage former meeting members to re-enroll. WeightWatchers.com has made a
substantial investment in developing email targeting capabilities and its email promotional vehicles and programs will be an increasingly
important customer acquisition vehicle for both our Internet and offline businesses.

WeightWatchers.com Website

        The WeightWatchers.com website is an important global promotional channel for our brand and businesses. The website has become an
important vehicle for communicating our services and products in greater detail than could be achieved in more traditional advertising vehicles.
In addition to being a gateway for our Internet subscription products, the website contributes value to our meeting business by promoting our
brand, advertising Weight Watchers meetings and keeping members involved with Weight Watchers outside of meetings through useful
offerings, such as a meeting locator, low calorie recipes, weight management articles, success stories and Internet forums. In 2005, our Meeting
Finder feature generated on average over 850,000 meeting searches per month in the United States alone. The Meeting Finder makes it easier
than ever for our existing and potential members to find a convenient meeting place and time. WeightWatchers.com now attracts an average of
approximately 4.0 million unique visitors per month in the United States alone.

Public Relations

        The focus of our public relations efforts is through our current and former members who have successfully lost weight on our program.
Leaders and successful members engage in local promotions, information presentations and charity events to promote Weight Watchers and
demonstrate the program's efficacy. We currently have over 300 trained media "ambassadors" in the United States as part of our grass roots
public relations network.

        Recently, we launched a science-based public relations initiative to capitalize on Weight Watchers position as the only clinically proven
commercial weight management program. This has included an increased investment in third party scientific research, the launch of a science
center on our website and increased efforts to share our consumer and program insights with leaders in the scientific and medical communities as
well as the general public.
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Weight Watchers Magazine

        In addition to generating revenues from subscription sales and advertising, Weight Watchers Magazine reinforces the value of our brand
and serves as an important marketing tool to both existing and potential customers. We offer Weight Watchers magazines in all of our major
markets.

Entrepreneurial Management

        We run our company in a decentralized and entrepreneurial manner that allows us to develop and test new ideas on a local basis and then
implement the most successful ideas across our network. We believe local country and regional managers are best able to develop new strategies
and plans to meet the needs of their markets. For example, local managers in the United Kingdom were responsible for developing our
POINTS-based program. In addition, many of our meeting products were developed locally and then introduced successfully in other countries.
Local managers have strong incentives to adopt and implement the best practices of other regions and to continue to develop innovative new
plans.

        While having strong local leadership has always been a cornerstone of our strategy, we have also been investing in building our global
corporate management team. Our management team plays a critical role in driving and facilitating the global coordination necessary to optimize
our international assets and share best practices across geographies.

Competition

        The weight management market includes self-help weight management regimens and other self-help weight management products and
publications such as books, tapes and magazines; commercial weight management programs; Internet weight management approaches; dietary
supplements and meal replacement products; weight management services administered by doctors, nutritionists and dieticians; surgical
procedures; the pharmaceutical industry; government agencies and non-profit groups that offer weight management services; and fitness centers.

        Competition among commercial weight management programs is largely based on program recognition and reputation and the
effectiveness, safety and price of the program. In the United States, we compete with several other companies in the commercial weight
management industry, although we believe that the businesses are not comparable. For example, many of these competitors' businesses are based
on the sale of pre-packaged meals and meal replacements. Our meetings use group support, education and behavior modification to help our
members change their eating habits, in conjunction with flexible food plans that allow members the freedom to choose what they eat. There are
no significant group education-based competitors in any of our major markets, except in the United Kingdom. Even there, we have an almost
50% market share, which is more than 60% larger than that of our nearest competitor.

        We believe that food manufacturers that produce meal replacement products are not comparable competition because these businesses' meal
replacement products do not engender behavior modification through education in conjunction with a flexible, healthy diet.

        We also compete with various self-help diets, products and publications. Beginning in 2003, low-carb diets gained in popularity and media
exposure. These diets advocate dramatic reductions in carbohydrates that result in calorie reduction. We believe that the appeal of these
programs has peaked and the low carb phenomenon is now in decline.
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History

Early Development

        In 1961, Jean Nidetch, the founder of our company, attended a New York City obesity clinic and took what she learned from her personal
experience at the obesity clinic and began weight-loss meetings with a group of her overweight friends in the basement of a New York
apartment building. Under Ms. Nidetch's leadership, the group members supported each other in their weight-loss efforts, and word of the
group's success quickly spread. Ms. Nidetch and Al and Felice Lippert, who all successfully lost weight through these efforts, formally launched
our business in 1963. Weight Watchers International, Inc. was incorporated as a Virginia corporation in 1974 and succeeded to the business
started in New York in 1963. Heinz acquired us in 1978.

Artal Ownership

        In September 1999, Artal Luxembourg, S.A. (Artal Luxembourg), an indirect subsidiary of Artal Group, S.A. (together with its parent and
its subsidiaries, Artal), acquired us from Heinz. Subsequent to Artal's acquisition of us, Artal Luxembourg transferred ownership of its shares in
us to Artal Participations and Management S.A. and Artal Holdings Sp. z o.o., each also members of Artal.

WeightWatchers.com Acquisition

        On June 13, 2005, we entered into an agreement to acquire control of our licensee and affiliate, WeightWatchers.com. On July 1 and 2,
2005, we increased our ownership interest in WeightWatchers.com from approximately 20% to approximately 53% by (i) exercising warrants to
purchase WeightWatchers.com common stock for a total purchase price of approximately $45.7 million, (ii) acquiring shares of
WeightWatchers.com common stock owned by the employees of WeightWatchers.com and other parties not related to Artal through a merger of
a subsidiary of ours with WeightWatchers.com for a total purchase price of approximately $28.4 million and (iii) acquiring additional shares of
WeightWatchers.com common stock, representing outstanding stock options then held by WeightWatchers.com employees, for a total purchase
price of approximately $62.3 million.

        On June 13, 2005, WeightWatchers.com also entered into a redemption agreement with Artal to purchase all of the shares of
WeightWatchers.com owned by Artal at the same price per share as we paid in the merger. Subsequently, on December 16, 2005,
WeightWatchers.com redeemed all of its outstanding common stock held by Artal for a total price of approximately $304.8 million as provided
in the redemption agreement. WeightWatchers.com used cash on hand and the proceeds of two credit facilities in the aggregate amount of
$215.0 million to finance this redemption as well as pay related fees and expenses. As a result of this redemption, we now own 100% of
WeightWatchers.com.

10

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

13



        The merger and the redemption transactions were evaluated, negotiated and recommended by a Special Committee of Weight Watchers
International's Board of Directors consisting of its independent directors.

Regulation

        A number of laws and regulations govern our advertising, franchise operations and relations with consumers, employees and other service
providers in the countries in which we operate. The Federal Trade Commission, or FTC, and certain states and foreign jurisdictions regulate
advertising, disclosures to consumers, privacy, consumer pricing or billing arrangements, and other consumer matters.

        During the mid-1990s, the FTC filed complaints against a number of commercial weight management providers alleging violations of
federal law in connection with the use of advertisements that featured testimonials, claims for program success and program costs. In 1997, we
entered into a consent order with the FTC settling all contested issues raised in the complaint filed against us. The consent order requires us to
comply with certain procedures and disclosures in connection with our advertisements of services and products.

        Since we operate our meetings business both in the United States and internationally, we are subject to many distinct employment, labor
and benefits laws in each country in which we operate, including regulations affecting our employment practices and our relations with our
employees and service providers.

        Laws and regulations directly applicable to communications or commerce over the Internet such as those governing intellectual property,
privacy, libel and taxation, are becoming more prevalent and remain unsettled.

Employees and Service Providers

        As of December 31, 2005, we had approximately 46,000 employees and service providers. We consider our relations with our employees
and service providers to be satisfactory.

Financial Information About Segments and Financial Information About Geographic Areas

        Information concerning our operating segments and our geographic areas is set forth in Note 15 of our Consolidated Financial Statements,
contained in Part IV, Item 15 of this Annual Report on Form 10-K.

Available Information

        Corporate information, press releases and our periodic reports (e.g. 10-K's, 10-Q's, 8-K's) and amendments thereto are available free of
charge at www.weightwatchersinternational.com as soon as reasonably practical after such material is electronically filed with or furnished to
the SEC (i.e., generally the same day as the filing). Moreover, we also make available free of charge at that site the Section 16 reports filed
electronically by our officers, directors and 10 percent shareholders. Usually these are publicly accessible no later than the business day
following the filing.

        Shareholders may request a free copy of our Code of Business Conduct and Ethics and our Corporate Governance Guidelines at: Weight
Watchers International, Inc., Attn: Corporate Secretary, 11 Madison Avenue, 17th Floor, New York, NY 10010, (212) 589-2700.
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CAUTIONARY NOTICE REGARDING FORWARD-LOOKING STATEMENTS

        Except for historical information contained herein, this Annual Report on Form 10-K, includes "forward-looking statements," within the
meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, including, in particular, the
statements about our plans, strategies and prospects under the headings "Business" and "Management's Discussion and Analysis of Financial
Condition and Results of Operations." We have used the words "may," "will," "expect," "anticipate," "believe," "estimate," "plan," "intend" and
similar expressions in this Annual Report on Form 10-K and the documents incorporated by reference to identify forward-looking statements.
We have based these forward-looking statements on our current views with respect to future events and financial performance. Actual results
could differ materially from those projected in the forward-looking statements. These forward-looking statements are subject to risks,
uncertainties and assumptions, including, among other things:

�
competition, including price competition and competition with self-help, pharmaceutical, surgical, dietary supplements and
meal replacement products, and other weight management brands, diets, programs and products;

�
risks associated with the relative success of our marketing and advertising;

�
risks associated with the continued attractiveness of our plans;

�
risks associated with general economic conditions and consumer confidence; and

�
the other factors discussed under Item 1A "Risk Factors".

        You should not put undue reliance on any forward-looking statements. You should understand that many important factors, including those
discussed under the headings "Risk Factors" and "Management's Discussion and Analysis of Financial Condition and Results of Operations,"
could cause our results to differ materially from those expressed or suggested in any forward-looking statements. Except as required by law, we
do not undertake any obligation to publicly release any revisions to these forward-looking statements to reflect events or circumstances that
occur after the date of this Annual Report on Form 10-K or to reflect the occurrence of unanticipated events.
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Item 1A. Risk Factors

You should consider carefully, in addition to the other information contained in this Annual Report on Form 10-K and the exhibits hereto,
the following risk factors in evaluating our business. Our business, financial condition or results of operations could be materially adversely
affected by any of these risks.

Competition from a variety of other weight management industry participants or the development of more effective or more favorably
perceived weight management methods could result in decreased demand for our products and services.

        The weight management industry is highly competitive. We compete against a wide range of providers of weight management products and
services. Our competitors include: self-help weight management regimens and other self-help weight management products and publications
such as books, tapes and magazines; commercial weight management programs; Internet weight management approaches; dietary supplements
and meal replacement products; weight management services administered by doctors, nutritionists and dieticians; surgical procedures; the
pharmaceutical industry; government agencies and non-profit groups that offer weight management services; and fitness centers. Additional
competitors may emerge as new or different products or methods of weight management are developed and marketed. More effective or more
favorably perceived diet and weight management methods, including pharmaceutical treatments, fat and sugar substitutes or other technological
and scientific advances in weight management, also could be developed. This competition may reduce demand for our products and services.
Any such decrease may adversely affect our business, financial condition and results of operations.

        The purchasing decisions of weight management customers are highly subjective and can be influenced by many factors, such as brand
image, marketing programs, cost and perception of the efficacy of the product and service offerings. Moreover, customers can, and frequently
do, change weight management approaches easily and at little cost. For example, in fiscal 2003 and fiscal 2004, our revenue growth was
adversely affected by increased popularity and media exposure of low-carbohydrate diets.

Our operating results depend on the effectiveness of our marketing and advertising programs.

        Our business success depends on our ability to attract and retain members to our meetings and subscribers to WeightWatchers.com. The
effectiveness of our marketing practices, in particular our advertising campaigns, is important to our financial performance. If our marketing and
advertising campaigns do not generate a sufficient number of members and subscribers, our results of operations will be adversely affected.

If we do not continue to develop innovative new products and services or if our products and services are not accepted by the market,
our business may suffer.

        The weight management industry is subject to changing customer demands based, in large part, on the efficacy and popular appeal of
weight management programs. Our future success depends on our ability to continue to develop and market new products and services and to
enhance our existing products and services on a timely basis to respond to new and evolving customer demands, achieve market acceptance and
keep pace with new nutritional and weight management developments. We may not be successful in developing, introducing on a timely basis or
marketing any new or enhanced products and services, and we cannot assure you that any new or enhanced products or services will be accepted
by the market. Our failure to develop new and innovative products and services or the failure of our products and services to be accepted by the
market would have an adverse impact on our business, financial condition and results of operations.
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The Weight Watchers brand could be impaired due to actions taken by our franchisees and licensees.

        We believe that the Weight Watchers brand is one of our most valuable assets and that our reputation provides us with a competitive
advantage. Our franchisees operate their businesses under our brand. In addition, we license the Weight Watchers brand to third-party
manufacturers of a variety of goods, including food products. Because our franchisees and licensees are independent third parties with their own
financial objectives, actions taken by them, including breaches of their contractual obligations, such as not following our diets or not maintaining
our quality standards, could harm our brand or reputation. Also, the products we license to third parties may be subject to product recalls or other
deficiencies. Any negative publicity associated with these actions would adversely affect our reputation and may result in decreased products
sales, meeting attendance and Internet subscriptions and, as a result, lower revenues and profits.

Our international operations expose us to economic, political and social risks in the countries in which we operate.

        The international nature of our operations involves a number of risks, including changes in U.S. and foreign government regulations, tariffs,
taxes and exchange controls, economic downturns, inflation and political and social instability in the countries in which we operate and our
dependence on foreign personnel. Foreign government regulations may also restrict our ability to operate in those countries, acquire new
businesses or repatriate dividends from foreign subsidiaries back to the United States. We cannot be certain that we will be able to enter and
successfully compete in additional foreign markets or that we will be able to continue to compete in the foreign markets in which we currently
operate.

We are exposed to foreign currency risks from our international operations that could adversely affect our financial results.

        A significant portion of our revenues and operating costs are denominated in foreign currencies. We are therefore exposed to fluctuations in
the exchange rates between the U.S. dollar and the currencies in which our foreign operations receive revenues and pay expenses. We do not
currently hedge, and have not historically hedged, our operational exposure to foreign currency fluctuations. Our consolidated financial results
are denominated in U.S. dollars and therefore, during times of a strengthening U.S. dollar, our reported international revenues and earnings will
be reduced because the local currency will translate into fewer U.S. dollars. In addition, the assets and liabilities of our non-U.S. subsidiaries are
translated into U.S. dollars at the exchange rates in effect at the balance sheet date. Revenues and expenses are translated into U.S. dollars at the
average exchange rate for the period. Translation adjustments arising from the use of differing exchange rates from period to period are recorded
in shareholders' equity as accumulated other comprehensive income (loss). Translation adjustments arising from intercompany receivables with
our foreign subsidiaries are generally recorded as a component of other expense (income). Accordingly, changes in currency exchange rates will
cause our net income and shareholders' equity to fluctuate.

We may not successfully make or integrate acquisitions.

        As part of our growth strategy, we intend to pursue selected acquisitions. We cannot assure you that we will be able to effect acquisitions
on commercially reasonable terms or at all. Even if we enter into these transactions, we may not realize the benefits we anticipate or we may
experience: difficulties in integrating any acquired companies and products into our existing business; attrition of key personnel from acquired
businesses; significant charges or expenses; higher costs of integration than we anticipated; or unforeseen operating difficulties that require
significant financial and managerial resources that would otherwise be available for the ongoing development or expansion of our existing
operations.
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        Consummating these transactions could also result in the incurrence of additional debt and related interest expense, as well as unforeseen
contingent liabilities, all of which could have a material adverse effect on our business, financial condition and results of operations. We may
also issue additional equity in connection with these transactions, which would dilute our existing shareholders.

Disputes with our franchise operators could divert our management's attention from their ordinary responsibilities.

        In the past, we have had disputes with our franchisees regarding operations and other contractual issues. We continue to have disputes with
some of our franchisees regarding the interpretation of franchisee rights as they relate to the Internet and mail-order products. These disputes and
any future disputes could divert the attention of our management from their ordinary responsibilities.

Our results of operations may decline as a result of a downturn in general economic conditions or consumer confidence.

        Our results of operations are highly dependent on meeting fees, product sales and Internet product subscriptions. A downturn in general
economic conditions or consumer confidence and spending in any of our major markets, including as a result of a terrorist attack, could result in
people curtailing their discretionary spending, which, in turn, could reduce attendance at our meetings, product sales and Internet product
subscriptions. Any such reduction would adversely affect our results of operations. In addition, any event that discourages people from gathering
with others, including as a result of a health epidemic, could adversely affect our business.

The seasonal nature of our business could cause our operating results to fluctuate.

        We have experienced and expect to continue to experience fluctuations in our quarterly results of operations. Our business is seasonal with
revenues generally decreasing at year end and during the summer months. This seasonality could cause our share price to fluctuate as the results
of an interim financial period may not be indicative of our full year results. Seasonality also impacts relative revenue and profitability of each
quarter of the year, both on a quarter-to-quarter and year-over-year basis. The timing of certain holidays, particularly Easter, which precedes the
spring diet season and occurs between March 22 and April 25, may affect our results of operations and the year-to-year comparability of our
results. For example, in 2006, Easter will fall on April 16, which means that the pre-summer diet season will begin later than it did in 2005. This
seasonality could cause our stock price to fluctuate as the comparative change in our results for an interim financial period may not be indicative
of our full year results.

        In addition, our meeting operations are subject to local conditions beyond our control, including weather, natural disasters and other
extraordinary events, that may prevent current or prospective members from attending or joining meetings. For example, our NACO attendance
was adversely affected in the third quarter of fiscal 2005 by the impact of Hurricane Katrina and its aftermath. The inability of prospective
members to join our meetings at the beginning of a diet season could adversely affect our results of operations throughout the entire diet season.

Third parties may infringe on our brand name and other intellectual property rights, which may have an adverse impact on our
business.

        We currently rely on a combination of trademark, copyright, trade secret, patent and other intellectual property laws and confidentiality
procedures to establish and protect our proprietary rights, including our brand name. If we fail to successfully enforce our intellectual property
rights, the value of our brand name, products and services could be diminished and our business may suffer. Our precautions may not prevent
misappropriation of our intellectual property, particularly in foreign countries where laws or law enforcement practices may not protect our
proprietary rights as fully as in the United States. Any legal action that we may bring to protect our brand name and other intellectual
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property could be unsuccessful and expensive and could divert management's attention from other business concerns. In addition, legal standards
relating to the validity, enforceability and scope of protection of intellectual property, especially in Internet-related businesses, are uncertain and
evolving. We cannot assure you that these evolving legal standards will sufficiently protect our intellectual property rights in the future.

We may in the future be subject to intellectual property rights claims.

        Third parties may in the future make claims against us alleging infringement of their intellectual property rights. Any intellectual property
claims, regardless of merit, could be time-consuming and expensive to litigate or settle and could significantly divert management's attention
from other business concerns. In addition, if we were unable to successfully defend against such claims, we may have to pay damages, stop
selling the product or service or stop using the software, technology or content found to be in violation of a third party's rights, seek a license for
the infringing product, service, software, technology or content or develop alternative non-infringing products, services, software, technology or
content. If we cannot license, develop alternatives or stop using the product, service, software, technology or content for any infringing aspects
of our business, we may be forced to limit our product and service offerings. Any of these results could reduce our revenues and our ability to
compete effectively, increase our costs and harm our business.

Any failure of our technology or systems to perform satisfactorily could result in expenditure of significant resources, impair our
operations or damage our reputation.

        We rely on software, hardware, network systems and similar technology that is either developed by us or licensed from third parties to
operate our websites and subscription offerings. As much of this technology is relatively new and complex, there may be future errors, defects or
performance problems, including when we update our technology to expand and enhance our capabilities. Our technology may malfunction or
suffer from defects that become apparent only after extended uses. In addition, our operations depend on our ability to protect our information
technology systems against damage from fire, power loss, water, earthquakes, telecommunications failures, vandalism and other malicious acts
and similar unexpected adverse events. Interruptions in our offerings or websites could result from unknown hardware defects, insufficient
capacity or the failure of our website hosting and telecommunications providers to provide continuous and uninterrupted service. We do not
have a fully redundant system that includes an instant back-up hosting facility. As a result of these possible defects or problems, our websites or
subscription products could be rendered unreliable or be perceived as unreliable by customers. Any failure of our technology or systems could
result in the expenditure of significant resources, impair our operations or damage our reputation.

Our reputation and the appeal of our products and services offerings may be harmed by security breaches.

        Unauthorized users who penetrate our information security could misappropriate proprietary information or cause interruptions to the
subscription offerings on our websites. As a result, it may become necessary to expend significant additional amounts of capital and resources to
protect against, or to alleviate, problems caused by unauthorized users. These expenditures, however, may not prove to be a timely remedy
against unauthorized users who are able to penetrate our information security. In addition to purposeful security breaches, the inadvertent
transmission of computer viruses could adversely affect our computer systems and, in turn, harm our business.

        An increasing number of states require that customers be notified if a security breach results in the disclosure of their personal financial
account or other information. Other states and governmental entities are considering such "notice" laws. In addition, other public disclosure laws
may require that material security breaches be reported. If we experience a security breach and such notice or public disclosure is required in the
future, our reputation and our business may be harmed. Privacy concerns
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among prospective and existing customers regarding our use of personal information collected on our websites or through our products and
services, such as weight management information, financial data, e-mail addresses and home addresses, could keep them from using our
websites or purchasing our products or services. Industry-wide events or events with respect to our websites, including misappropriation of
third-party information, security breaches or changes in industry standards, regulations or laws could deter people from using our websites or
purchasing our offerings, which could harm our business.

Our businesses are subject to legislative and regulatory restrictions.

        A number of laws and regulations govern our advertising, franchise operations and relations with consumers, employees and other service
providers in the countries in which we operate. The FTC and certain states and foreign jurisdictions regulate advertising, disclosures to
consumers, privacy, consumer pricing or billing arrangements, and other consumer matters.

        During the mid-1990s, the FTC filed complaints against a number of commercial weight management providers alleging violations of
federal law in connection with the use of advertisements that featured testimonials, claims for program success and program costs. In 1997, we
entered into a consent order with the FTC settling all contested issues raised in the complaint filed against us. The consent order requires us to
comply with certain procedures and disclosures in connection with our advertisements of products and services.

        Since we operate our meetings business both in the United States and internationally, we are subject to many distinct employment, labor
and benefits laws in each country in which we operate, including regulations affecting our employment practices and our relations with our
employees and service providers. If we are required to comply with new regulations or new interpretations of existing regulations, or if we are
unable to comply with these regulations or interpretations, our business could be adversely affected.

        Laws and regulations directly applicable to communications or commerce over the Internet such as those governing intellectual property,
privacy, libel and taxation, are becoming more prevalent and remain unsettled.

        Future legislation or regulations, including legislation or regulations affecting our marketing and advertising practices, relations with
consumers or franchisees or our food and weight management products and services, may have an adverse impact on us.

Our debt service obligations and the restrictions of our debt covenants could impede our operations and flexibility.

        Our financial performance could be affected by our level of debt. As of December 31, 2005, our total debt was $746.1 million. Weight
Watchers International had, as of December 31, 2005, total debt of $531.1 million and additional availability under its revolving credit facility of
$112.2 million. As of December 31, 2005, WeightWatchers.com had total debt of $215.0 million which was incurred to finance its redemption
of its shares held by Artal in December 2005.

        We expect to generate the cash necessary to pay our expenses and to pay the principal and interest on all of our outstanding debt primarily
from our operations. Our ability to meet our expenses and debt service obligations thus depends on our future performance, which may be
affected by financial, business, economic, demographic and other factors, such as attitudes toward weight management and pressure from our
competitors. If we do not have enough money to pay our debt service obligations, we may be required to refinance all or part of our existing
debt, sell assets, borrow more money or raise equity. In such an event, we may not be able to refinance our debt, sell assets, borrow more money
or raise equity on terms acceptable to us or at all. In fiscal 2006, our interest expense will increase as a result of the increase in our amount of
debt.
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        Our credit facilities contain customary covenants, including covenants that in certain circumstances restrict our ability to incur additional
indebtedness, pay dividends on and redeem capital stock, make other restricted payments, including investments, sell our assets and enter into
consolidations, mergers and transfers of all or substantially all of our assets. Our credit facilities also require us to maintain specified financial
ratios and satisfy financial condition tests, certain of which become more restrictive under WeightWatchers.com's credit facilities over time. Our
ability to meet those financial ratios and tests can be affected by events beyond our control and we cannot assure you that we will meet those
ratios and tests. A breach of any of these covenants, ratios, tests or restrictions could result in an event of default under the credit facilities. If an
event of default exists under the credit facilities, the lenders could elect to cease making loans and declare all amounts outstanding thereunder to
be immediately due and payable. If the lenders under the credit facilities accelerate the payment of the indebtedness, our assets may not be
sufficient to repay in full that indebtedness and our other indebtedness that would become due as a result of any acceleration.

Artal controls us and may have conflicts of interest with other shareholders in the future.

        Artal controls us and is able to control the election and removal of our directors and determine our corporate and management policies,
including potential mergers or acquisitions, payment of dividends, asset sales, the amendment of our articles of incorporation or bylaws and
other significant corporate transactions. This concentration of our ownership may delay or deter possible changes in control of our company,
which may reduce the value of an investment in our common stock. Even if Artal beneficially owns less than 50% but 10% or more of our
common stock, Artal will have the right pursuant to an agreement with us to nominate directors to our Board of Directors in proportion to its
stock ownership. The interests of Artal may not coincide with the interests of other holders of our common stock.

We are a "controlled company" within the meaning of the New York Stock Exchange rules and, as a result, qualify for exemptions from
certain corporate governance requirements.

        Artal controls a majority of the voting power of our outstanding common stock. Under the New York Stock Exchange rules, a listed
company of which more than 50% of the voting power is held by another person or group of persons acting together is a "controlled company"
and such a company may elect not to comply with certain New York Stock Exchange corporate governance requirements, including (1) the
requirement that a majority of the Board of Directors consist of independent directors, (2) the requirement that the nominating and corporate
governance committee be composed entirely of independent directors with a written charter addressing the committee's purpose and
responsibilities, (3) the requirement that the compensation committee be composed entirely of independent directors with a written charter
addressing the committee's purpose and responsibilities and (4) the requirement for an annual performance evaluation of the nominating and
corporate governance and compensation committees. We have elected to be treated as a "controlled company". Accordingly, our shareholders
may not have the same protections afforded to shareholders of companies that are subject to all of the New York Stock Exchange corporate
governance requirements.

Our articles of incorporation and bylaws and Virginia corporate law contain provisions that may discourage a takeover attempt.

        Provisions contained in our articles of incorporation and bylaws and the laws of Virginia, the state in which we are incorporated, could
make it more difficult for a third party to acquire us, even if doing so might be beneficial to our shareholders. Provisions of our articles of
incorporation and bylaws impose various procedural and other requirements, which could make it more difficult for shareholders to effect
certain corporate actions. For example, our articles of incorporation authorize our Board of Directors to determine the rights, preferences,
privileges and restrictions of unissued series of preferred stock, without any vote or action by our shareholders. Thus, our Board of Directors can
authorize and issue shares of preferred stock with voting or conversion rights that could adversely affect the voting or
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other rights of holders of our common stock. These rights may have the effect of delaying or deterring a change of control of our company. In
addition, a change of control of our company may be delayed or deterred as a result of our having three classes of directors or as a result of the
shareholders' rights plan adopted by our Board of Directors. These provisions could limit the price that certain investors might be willing to pay
in the future for shares of our common stock.

Item 1B. Unresolved Staff Comments

        None.

Item 2. Properties

        We are currently headquartered in New York, New York in leased office space. Each of our four regions of NACO has a small regional
office under a short-term lease. Each of our foreign country operations generally has leased office space.

        We typically hold our classes in third-party locations (typically meeting rooms in well-located civic or other community organizations) or
space leased in retail centers (typically leased spaces in strip malls for short terms, generally less than five years). As of December 31, 2005,
there were approximately 4,300 North America meeting locations, including approximately 3,500 third-party locations and 800 retail centers. In
the United Kingdom, there were approximately 4,700 meeting locations, with approximately 100% in third-party locations. In Continental
Europe, there were approximately 5,600 meeting locations, with approximately 99% in third-party locations. In Australia and New Zealand,
there were approximately 1,100 meeting locations, with approximately 96% in third-party locations.

Item 3. Legal Proceedings

        We are not a party to any material pending litigation. Due to the nature of our activities, we are at times subject to pending or 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 our results of operations.

Item 4. Submission of Matters to a Vote of Security Holders

        No matters were submitted to a vote of our shareholders during the last quarter of the fiscal year ended December 31, 2005.
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PART II

Item 5. Market for Registrant's Common Equity, Related Shareholder Matters and Issuer Purchases of Equity Securities

        Our common stock is listed on the New York Stock Exchange, or the NYSE. Our common stock trades on the NYSE under the symbol
"WTW."

        The following table sets forth, for the period indicated, the high and low sales prices per share for our common stock as reported on the
NYSE consolidated tape.

Fiscal 2005 (Year ended December 31, 2005)

High Low

First Quarter $ 47.49 $ 40.51
Second Quarter $ 54.00 $ 40.07
Third Quarter $ 58.95 $ 50.88
Fourth Quarter $ 53.81 $ 44.69

Fiscal 2004 (Year ended January 1, 2005)

High Low

First Quarter $ 43.95 $ 35.82
Second Quarter $ 43.26 $ 31.83
Third Quarter $ 41.95 $ 34.05
Fourth Quarter $ 46.35 $ 35.04

        Below is a summary of our stock repurchases during the quarter ended December 31, 2005:

Total
Number of

Shares
Purchased(1)

Average
Price Paid
per Share

Total Number
of Shares

Purchased
as Part of
Publicly

Announced
Plan(1)

Approximate Dollar
Value of Shares
that May Yet be

Purchased Under
the Plan

October 2 - November 5 291,400 $ 50.89 291,400 $ 236,723,308
November 6 - December 3 2,428,000 46.37 2,428,000 124,137,172
December 4 - December 31 125,500 47.91 125,500 118,124,266

Total 2,844,900 $ 46.90 2,844,900

(1)
On October 9, 2003, our Board of Directors authorized a plan to repurchase up to $250.0 million of our outstanding common stock. On
June 13, 2005, our Board of Directors authorized adding an additional $250.0 million to this plan. Under this plan, we will not
purchase shares held by Artal. This plan currently has no expiration date.

Holders

        The approximate number of holders of record of our common stock as of January 31, 2006 was 319. This number does not include
beneficial owners of our securities held in the name of nominees.
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Dividends

        On February 16, 2006, our Board of Directors authorized the initiation of a quarterly cash dividend of $0.175 per share of our outstanding
common stock, which corresponds to an annual
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dividend rate of $0.70 per share. The initial quarterly dividend will be payable on April 7, 2006 to shareholders of record at the close of business
on March 24, 2006. Prior to this recently announced dividend, we had not declared or paid any cash dividends on our common stock since our
acquisition by Artal in 1999.

        Any decision to declare and pay dividends in the future will be made at the discretion of our Board of Directors, after taking into account
our financial results, capital requirements and other factors they may deem relevant. Our Board of Directors may decide at any time to decrease
the amount of dividends or discontinue the payment of dividends based on these factors. The Weight Watchers International credit facility also
contains restrictions on our ability to pay dividends on our common stock. See "Management's Discussion and Analysis of Financial Condition
and Results of Operations�Liquidity and Capital Resources�Dividends" for a description of these restrictions.

Securities Authorized for Issuance Under Equity Compensation Plans

        The following table summarizes our equity compensation plan information as of December 31, 2005:

Equity Compensation Plan Information

Plan category

Number of
securities to be

issued upon
exercise

of outstanding
options,

warrants and
rights(1)

Weighted average
exercise price of

outstanding options,
warrants and rights(2)

Number of
securities
remaining

available for
future issuance

Equity compensation plans approved by
shareholders 3,006,250 $ 28.14 2,201,141
Equity compensation plans not approved by
shareholders � � �

Total 3,006,250 $ 28.14 2,201,141

(1)
Consists of 2,824,851 shares of our common stock issuable upon the exercise of outstanding options and 181,399 shares of our
common stock issuable upon the vesting of restricted stock units awarded under our 2004 Stock Incentive Plan and our 1999 Stock
Purchase and Option Plan.

(2)
Includes weighted average exercise price of stock options outstanding of $28.14 and restricted stock units of $0.
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Item 6. Selected Financial Data

        The following schedule sets forth our selected financial data for fiscal 2005, 2004, 2003, 2002 and 2001.

SELECTED FINANCIAL DATA
(in millions, except per share amounts)

Fiscal 2005 Fiscal 2004 Fiscal 2003 Fiscal 2002 Fiscal 2001

(52 weeks) (52 weeks) (53 weeks) (52 weeks) (52 weeks)
Revenues, net $ 1,151.3 $ 1,024.9 $ 943.9 $ 809.6 $ 623.9
Net income 174.4 183.1 143.9 143.7 147.2
Working
capital
(deficit)

(38.2) (26.8) (19.5) 22.1 (24.1)

Total assets 835.5 816.2 770.7
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