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PART I

ITEM 1. BUSINESS
COMPANY OVERVIEW
Jones Lang LaSalle Incorporated ("Jones Lang LaSalle", which may be

referred to as we, us, our or the Company) was incorporated in 1997, and
its operations presently include the businesses previously known as LaSalle

Partners (founded in 1968) and Jones Lang Wootton (founded in 1873). We
are a leading provider of integrated real estate services and solutions to
real estate owners, occupiers and investors around the world. We serve our

clients' real estate needs locally, regionally and globally from offices in
over 100 markets in 33 countries on five continents, with approximately
13,700 employees, including approximately 6,500 directly reimbursable

property maintenance employees. Our breadth of services include space
acquisition and disposition, facilities and property management, project
and development management services, leasing, buying and selling
properties, consulting and capital markets expertise. We also provide

investment management on a global basis for both public and private assets
through LaSalle Investment Management, our investment management business.
Our services are enhanced Dby our strong research capabilities, our
technology platforms and our strategic solutions approach with our clients.

We have grown by expanding both our client base and range of services
and products, as well as through a series of strategic acquisitions and a
merger. Our extensive global platform and in depth knowledge of local real
estate markets enable us to serve as a single source provider of solutions
for our clients' full range of real estate needs. This network of services
around the globe was solidified with the merger of the businesses of the
Jones Lang Wootton companies ("JLW"™) with those of LaSalle Partners
Incorporated effective March 11, 1999 (see Jones Lang LaSalle History and
Recent Activities section below for discussion). In connection with this
merger the name of the company was changed from LaSalle Partners
Incorporated to Jones Lang LaSalle Incorporated.

JONES LANG LASALLE HISTORY AND RECENT ACTIVITIES

Prior to our incorporation in Maryland on April 15, 1997 and our
initial public offering (the "Offering") of 4,000,000 shares of common
stock on July 22, 1997, Jones Lang LaSalle conducted business as LaSalle
Partners Limited Partnership and LaSalle Partners Management Limited
Partnership (collectively, the "Predecessor Partnerships"). Immediately
prior to the Offering, the general and limited partners of the Predecessor
Partnerships contributed all of their partnership interests 1in the
Predecessor Partnerships in exchange for an aggregate of 12,200,000 shares
of common stock. On March 11, 1999, LaSalle Partners Incorporated merged
its business with those of JLW and changed its name to Jones Lang LaSalle
Incorporated. In accordance with the purchase and sale agreements related
to the merger, we issued 14.3 million shares of common stock and paid cash
consideration of $6.2 million.

In October 1998, we acquired all of the common stock of the following

real estate service companies (collectively referred to as "COMPASS")
formerly owned by Lend Lease Corporation Limited ("Lend Lease"): COMPASS
Management and Leasing, Inc. and its wholly owned subsidiaries, The

Yarmouth Group Property Management, Inc., ERE Yarmouth Retail, Inc.
(formerly COMPASS Retail, Inc.), and COMPASS Management and Leasing
(Australia) Pty Limited. The acquisition of COMPASS elevated our position
in the property management and corporate property services industry to that
of the largest property management services company 1in the United States
and expanded our international presence into Australia and South America.



CLIENT SERVICE MODEL

[ graphic demonstrating ]

Strategic Solutions - through

Research Global Capabilities
Technology Innovation
CORPORATE SOLUTIONS INVESTOR SERVICES
- Space Acquisition - Buying & Selling
- Space Disposition - Leasing
- Facilities Management - Property Management
- Project & Development - Project & Development
Services Services
- Consulting - Consulting
CAPITAL MARKETS INVESTMENT MANAGEMENT
- Acquisitions & Dispositions - Investment Strategy
- Corporate Finance - Private & Public Markets
- Financial Restructuring - Direct and Indirect
- Sale & Leaseback Investment
- Debt & Equity Raising - Income, Growth &
- Partnering Opportunistic Programs

Our client service model addresses how we deliver services and
solutions to our three client segments: real estate owners, occupiers and
investors. Our breadth of services includes leadership positions in the
core real estate services of leasing, property management, property
acquisition and disposition and wvaluation. We also have expertise in
providing clients consulting services and financial solutions through our
capital markets and investment management activities. We Dbelieve this
combination of skills and expertise sets us apart from our competitors.
The traditional real estate firms do not have the depth of our financial
skills, consultancy practices do not have our implementation capability and
our investment banking and investment manager competitors lack our local
market knowledge and real estate service capabilities. We also believe our
research and technology platforms are significant differentiators in
providing strategic solutions to our clients.

TOTAL PERFORMANCE MANAGEMENT

To fulfill our client vision, we have created a firm-wide culture
called Total Performance Management, or TPM. As part of our TPM efforts we
have developed a set of expected minimum performance standards for our
employees and introduced new Client Relationship Management systems. The
goal of TPM is to instill in all our people an unyielding commitment to be
the best: the real estate advisor our clients want to work with and the
employer of choice in our industry.



BUSINESS SEGMENTS

We manage our business along a combination of geographic and

functional lines. Operations are reported as four business segments: the
three geographic regions of Owner and Occupier Services ("00S"), (i)
Americas, (ii) Europe and (iii) Asia Pacific, which offer our full range of
corporate, 1investor, and capital markets services, and (iv) Investment

Management which offers investment management services on a global basis.
The O0OS business consists primarily of tenant representation and agency
leasing, capital markets and valuation services (collectively,
"implementation services") and property management, corporate property
services, project and development management services (collectively,
"management services"). The Investment Management segment provides real
estate investment management services to institutional investors,
corporations, and high net worth individuals. FOR FINANCIAL INFORMATION
AND A DISCUSSION OF THE OPERATING PERFORMANCE OF EACH SEGMENT REFER TO
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS AND NOTES TO CONSOLIDATED FINANCIAL STATEMENTS PROVIDED
ELSEWHERE HEREIN.

CLIENT SERVICE MODEL DELIVERY - AMERICAS, EUROPE AND ASIA PACIFIC

To address the local, regional and global needs of real estate owners
and occupiers, we provide a full spectrum of integrated transaction,
property and project management and corporate property services in our
regional operating segments of the Americas, Europe and Asia Pacific.
Services are delivered through multiple delivery teams as set forth below:

GLOBAL CLIENT SERVICES acts as a catalyst 1in assisting our
professionals across all groups 1n marketing the multiple services of the
firm to existing and prospective clients, and ensures that the worldwide
operations work and interact at the consistently high levels clients have
grown to expect. Our objective 1s to expand our "strategic alliance"
relationships (the term "strategic alliance"™ 1is used in the real estate
services industry to refer to longer-term relationships with large owners
or occupiers of real estate that, in many cases, require a number of
different ©property services) and further strengthen the firm's name
recognition and reputation.

GLOBAL CONSULTING provides clients with specialized, value-added real
estate consulting services and strategies 1in areas such as: mergers and
acquisitions, privatization, development and asset strategy, occupier
portfolio strategy, organizational strategy and work process design. Global
Consulting professionals focus on translating global best practices into
local real estate solutions for our clients.

TENANT REPRESENTATION SERVICES seeks to develop "strategic alliances"
with clients whose real estate requirements include on-going assistance in
meeting their real estate needs and to assist clients in evaluating and
executing transactions to accommodate their occupancy requirements. We
assist clients Dby defining space requirements, identifying suitable
alternatives, recommending appropriate occupancy solutions and negotiating
lease and ownership terms with third parties. We seek to assist our
clients 1n lowering real estate costs, minimizing real estate occupancy
risks, improving occupancy flexibility and control and creating more

productive office environments. A multi-disciplined approach is wused to
develop occupancy strategies that are 1linked to clients' core business
objectives. In 2001, we completed over 3,300 tenant representation

transactions involving approximately 33 million square feet.

Tenant Representation Services are generally compensated for on a
negotiated fee basis, which fees often also involve performance related to
targets set by us and our client prior to engagement and, in the case of
strategic alliances, at annual intervals thereafter. Quantitative and
qualitative measurements are used to assess performance relative to these
goals, and we are compensated accordingly, with incentive fees often
awarded for superior performance.



AGENCY LEASING SERVICES executes marketing and leasing programs to
identify tenants and negotiate leases with terms in the best interests of
our clients. Clients are typically investors, property companies,
developers or public bodies. In 2001, we completed approximately 9,100
agency leasing transactions representing approximately 82 million square
feet of space.

Agency leasing fees are typically based on a percentage of the wvalue
of the lease revenue commitment for leases consummated.

CAPITAL MARKETS SERVICES includes institutional property sales and
acquisitions, real estate financings, private equity placements, portfolio
advisory activities, and corporate finance advice and execution. We
believe our Capital Markets Services units have the competitive strength of
tapping our Agency Leasing, Property Management and Investment Management
units to provide local market and property information. Combining this
local market knowledge with the Company's access to global capital sources
allows the Capital Markets Services wunits to provide our <clients with
superior execution in raising capital for their real estate assets.
Capital Markets Services wunits are integral to the Dbusiness development
efforts of our other businesses by researching, developing and introducing
innovative new financial products and strategies. In 2001, we completed
institutional property sales and acquisitions, debt financings and equity
placements on assets and portfolios valued at over $19 billion.

Capital Markets Services units are typically compensated on the basis
of the value of transactions completed or securities placed, but in certain
circumstances we receive retainer fees for portfolio advisory services.

VALUATION SERVICES provides clients with professional wvaluation
services, helping them to determine accurate values for office, retail,
industrial and mixed-use properties. Such services may involve valuing a
single property or a worldwide portfolio of multiple property types.
Valuations typically involve commercial property for a variety of purposes
including acquisition, disposition, debt and equity financing, mergers and

acquisitions, securities offerings and privatization. Clients include
occupiers, 1investors and financing sources from the public and private
sectors. We have valuation specialists capable of providing wvaluation
advice to clients 1in nearly every developed country. During 2001, we

performed over 29,000 valuations of properties wvalued in the aggregate at
approximately $149 billion.

Compensation for valuation services 1is generally negotiated for each
assignment based on its scale and complexity and will typically relate in
part to the value of the underlying assets.

PROPERTY MANAGEMENT SERVICES units provide on-site management services
to real estate investors for office, industrial, retail and specialty
properties, leveraging their market share and buying power to deliver
superior service for clients. Our goal is to enhance our clients' property
values through aggressive day-to-day management focused on maintaining high
levels of occupancy and tenant satisfaction, while lowering the operating
costs of such properties. During 2001 we provided on-site Property
Management Services for office, retail, mixed-use and industrial properties
totaling approximately 525 million square feet.



Property management services are typically provided by an on-site
general manager and staff who are supported through regional supervisory
teams and central resources 1in areas such as training, technical and
environmental services, accounting, marketing and human resources.
Property general managers assume full responsibility for property
management activities, client satisfaction and financial results and are
compensated, not by fees or commissions, but through a combination of base
salary and performance bonus that 1is directly linked to results produced

for clients. Increasingly, management agreements provide for incentive
compensation relating to operating expense reductions, gross revenue oOr
occupancy objectives or tenant satisfaction levels. As 1is customary in the

industry, management contract terms typically range from one to three
years, but are cancelable at any time upon a short notice period, usually
30 to 60 days.

CORPORATE PROPERTY SERVICES. Jones Lang LaSalle was a pioneer in the
corporate property services business. Corporate Property Services units

provide comprehensive portfolio and ©property management ("facilities
management") services to corporations and institutions that outsource the
management of their occupied real estate. Properties wunder management
range from corporate headquarters to industrial complexes. During 2001,
the Corporate Property Services units provided facilities management
services for approximately 200 million square feet of real estate. Our

target clients typically have large portfolios (usually over one million
square feet) with significant opportunities to reduce costs and improve
service delivery. Performance measures are generally developed to quantify
progress made toward the goals and objectives that are set mutually with
clients. Depending on client needs, the Corporate Property Services units,
either alone or through our other business units, provide services such as
portfolio planning, property management, leasing, tenant representation,
acquisition, finance, disposition, project management, development
management and land advisory services.

The Corporate Property Services units are compensated on the basis of
negotiated fees, which are typically structured to include a base fee and a

performance Dbonus. The performance bonus compensation 1is Dbased on a
quantitative evaluation of progress toward performance measures and
regularly scheduled client satisfaction surveys. Corporate Property

Services agreements are typically three to five years in duration but are
cancelable at any time upon a short notice period, usually 30 to 60 days,
as is typical in the industry.

PROJECT AND DEVELOPMENT MANAGEMENT SERVICES units provide a variety of
services, 1including interior build-out and conversion management, move
management and strategic occupancy planning services to tenants of leased
space, owners in self-occupied buildings and owners of real estate
investments. Project and Development Management Service units frequently
manage the relocation and build-out initiatives for clients of our Property
Management Services, Corporate Property Services and Tenant Representation
Services wunits. Project and Development Management Services will also
manage all aspects of development and renovation of commercial projects for
our clients.

Compensation is typically on the basis of negotiated fees. Client
contracts are typically multi-year in duration and may govern a number of
discrete projects, with individual projects being completed in less than
one year.

INVESTMENT MANAGEMENT

Our investment management business operates on a global basis under
the name of LaSalle Investment Management. LaSalle Investment Management's
strategy 1is focused on three fundamentals: (i) developing and executing
tailored investment strategies to meet a variety of client objectives, (ii)
providing superior performance for its clients and (iii) delivering a high
level of service.



We provide real estate investment management services to institutional
investors, corporations and high net-worth individuals. As of December 31,
2001, LaSalle Investment Management managed more than $22 billion of public
and private real estate assets, making us one of the world's largest
managers of institutional <capital invested 1in real estate assets and
securities.

LaSalle Investment Management serves clients through a broad range of
real estate investment products and services in the public and private
capital markets to meet various strategic, risk/return and liquidity
requirements, with a wide variety of equity and debt products. LaSalle
Investment Management offers clients a range of investment alternatives,
including private investments in multiple real estate property types (e.g.,
office, retail, industrial, residential and parking) either through
investment funds that LaSalle Investment Management manages or through a
single client account relationship. We also offer public indirect
investments, primarily in publicly traded Real Estate Investment Trusts and
other real estate equities. The success of our investment management
business we believe comes from our fully integrated research capabilities,
innovative investment strategies and a strong client focus. We maintain an
extensive real estate research department of approximately 170
professionals, which monitor real estate and capital market conditions
around the world to enhance investment decisions and identify future
opportunities. In addition to drawing on public sources for information,
our research department utilizes the extensive local presence of our
professionals throughout the world to gain proprietary insight into local
market conditions.

The investment and capital origination activities of our Investment

Management business are becoming increasingly non-U.S. based. As of
December 31, 2001, 54% of LaSalle Investment Management's assets under
management were invested outside of the United States. We expect

Investment Management activities outside of the United States, both fund
raising and investing, to continue to increase as a proportion of total
capital raised and invested and see a growing trend of cross border capital
movement. In 1999, the Monetary Authority of Singapore approved LaSalle
Investment Management's application for Approved Fund Manager status. This
approval marked the first major step in the plan to build an investment
management operation to service clients in the Asia Pacific region. In
2001 we have built on this foundation with the placement of on the ground
resources and capabilities in the region, culminating in the launch of the
Asia Recovery Fund.

PRIVATE INVESTMENTS IN REAL ESTATE PROPERTIES. On behalf of our
investment management clients, LaSalle Investment Management oversees the
acquisition, management, leasing, financing and divestiture of real estate
investments across a broad range of real estate property types. Lasalle
Investment Management introduced its first institutional investment fund in
1979 and currently has a series of commingled investment funds, including
five funds that i1invest in assets 1in the United States, two funds that
invest in assets located in continental Europe and one fund that invests in
assets 1in Asia Pacific. LaSalle Investment Management also has single
client account relationships ("separate accounts") with investors for whom
LaSalle Investment Management manages private real estate investments. As
of December 31, 2001, LaSalle Investment Management had $18 Dbillion in
assets under management in these funds and separate accounts.

Some 1investors continue to favor investment managers that co-invest
their own funds 1in order to more <closely align the interests of the
investor and the investment manager. We believe our ability to co-invest
funds alongside the investments of clients' funds will continue to be
important as a factor in retaining and expanding our competitive position.
We also believe that our co-investment strategy will greatly strengthen our
ability to continue to raise capital for new investment funds. By creating
new investment funds, and thereby increasing assets under management, we
also gain the opportunity to provide additional services related to the
acquisition, financing, property management, leasing and disposition of
such assets. We had $56.9 million co-invested at December 31,2001.



LaSalle Investment Management's operations are conducted with teams of
professionals dedicated to achieving client objectives. LaSalle Investment
Management establishes investment committees, which include members with
specialized knowledge applicable to the specific wunderlying investment
strategies. These committees must approve all investment decisions for
private market investments. The investment committee approval process 1is
utilized for both LaSalle Investment Management's investment funds and for
all of its separate account clients.

LaSalle Investment Management 1is generally compensated for investment
management services for private equity and debt investments based on
initial capital invested, with additional fees tied to investment
performance above benchmark levels. The terms of contracts vary by the form
of investment vehicle 1involved and the type of service provided. Our
investment funds have various life spans, typically ranging between five
and ten years. Separate account advisory agreements generally have three
year terms with "at  will" termination provisions and may include
compensation arrangements that are linked to the market value of the assets
under management.

INVESTMENTS IN PUBLIC EQUITY AND DEBT SECURITIES. LaSalle Investment
Management offers 1its clients the ability to invest 1in separate accounts

focused on public real estate equity and debt securities. LaSalle
Investment Management principally invests its clients' capital in publicly
traded securities of Real Estate Investment Trusts ("REITs") and property

company equities and 1s also active in private placement investments in
publicly traded real estate companies and selected investments in private
real estate companies seeking capital to ultimately gain access to the
public markets. As of December 31, 2001, LaSalle Investment Management had
$4.3 billion of assets under management in these types of investments, of
which approximately 10 percent was invested 1in equities outside of the
United States. LaSalle Investment Management 1is typically compensated by
its securities investment clients on the basis of the market wvalue of
assets under management.

COMPETITIVE ADVANTAGES

We believe that the Jones Lang LaSalle reputation together with our
global service platform has several competitive advantages, which have
established us as a leader 1in the real estate services and investment
management industries. We believe that we are one of the few companies in
the real estate industry that possesses all of the following competitive
advantages:

RELATIONSHIP ORIENTATION. Our client-driven focus enables us to
develop long-term relationships with owners and users of real estate. By
developing such relationships, we generate repeat Dbusiness and create
recurring revenue sources. In many cases we develop a strategic alliance
with clients who have on-going service needs to deliver fully integrated
real estate services across multiple business units and office locations.
Our relationship management focus 1is supported by an employee compensation
system, which we Dbelieve is unique in the real estate industry.
Professionals are compensated with a salary and bonus plan designed to
reward client relationship building, teamwork and quality performance,
rather than on a commission basis, which is typical in the industry.

FULL RANGE OF SERVICES. By offering a wide range of high quality,
complementary services, we can combine our services to develop and
implement real estate strategies that meet the increasingly complex needs
of our clients. In addition, the cross-selling potential across
geographies and product lines develop revenue sources for other business
units within Jones Lang LaSalle.



WORLD-CLASS RESEARCH. We invest in and rely on comprehensive top-down
and bottom-up research to support and guide the development of real estate
and 1investment strategy. The Global Research Committee oversees and
coordinates the activities of more than 170 research professionals who
cover market and economic conditions in 36 countries around the world.
Jones Lang LaSalle produces more than 100 research publications annually.
Research will also play a key role in keeping colleagues across the
organization attuned to important events and changing conditions in world
markets. Dissemination of this information to colleagues 1s facilitated
through our new company-wide intranet.

GEOGRAPHIC REACH. We believe we have established a business presence
in the principal real estate markets, and that we can grow revenues without
a substantial increase in infrastructure costs. With approximately 116
corporate offices on five continents, we possess 1in-depth knowledge of
local and regional markets and can provide a full range of real estate
services around the globe. This geographic coverage positions us to serve
our multinational clients and manage investment capital on a global basis.

REPUTATION. Based on our industry knowledge, commissioned marketing
surveys, industry publications and our number of long-standing client
relationships, we believe that we are widely recognized by large
corporations and institutional owners and wusers of real estate as a
provider of high quality, professional real estate services and investment
management products. We believe the Jones Lang LaSalle name recognition and
reputation for quality services are significant advantages when pursuing
new business opportunities.

TECHNOLOGY . Based on our industry knowledge and specific client
feedback we believe that we are recognized as an industry leader in the
area of technology. We have the capability to provide sophisticated

information technology systems on a global basis.
INDUSTRY TRENDS
INCREASING DEMAND FOR GLOBAL SERVICES; GLOBALIZATION OF CAPITAL FLOWS.

Many corporations, both those based in the United States and those based in
other —countries, have pursued growth opportunities in international

markets. This pursuit has increased the demand for global real estate
services, such as corporate property services, tenant representation and
leasing and property management. We believe that this trend will favor

those real estate service providers with the capability to provide services
in many markets around the world. Additionally, real estate capital flows
have become more global as more investors seek real estate investment
opportunities beyond their existing borders. This trend has created new
markets for investment managers that can facilitate international real
estate capital flows and execute cross-border real estate transactions.

CONSOLIDATION. The real estate services industry has gone through a
significant degree of consolidation in recent years, although the pace of
consolidation has slowed in the last two years. We, as well as other large
real estate service firms engaged 1in the property management business,
believe that, as a result of substantial existing infrastructure
investments and the ability to spread fixed costs over a broader base of
business, it 1s possible to recognize incrementally higher margins on
property management and corporate property services assignments as the
amount of square footage under management increases.

Large users of commercial real estate services continue to demonstrate
a desire for a single source service provider across local, regional and

global markets. The ability to offer a full range of services on this
scale requires significant corporate infrastructure investment, including
information technology and personnel training. Smaller regional and local

real estate service firms, with limited resources, are less able to make
such investments.



GROWTH OF OUTSOURCING. In recent years, outsourcing of professional
real estate services on a global 1level has increased substantially as
corporations have focused corporate resources, including capital, on their
core competencies. In addition, public and other non-corporate users of
real estate, such as government agencies and health and educational
institutions, have begun outsourcing real estate activities as a means of
reducing costs. As a result, there are significant growth opportunities for
firms that «can provide integrated real estate services across many
geographic markets.

ALIGNMENT OF INTERESTS OF INVESTORS AND INVESTMENT MANAGERS.
Institutional investors continue to allocate significant portions of their
investment capital to real estate, and many investors have shown a desire
to commit their capital to investment managers willing to co-invest their
own funds with them on specific real estate investments or in real estate
funds. In addition, investors are increasingly requiring that the fees paid
to investment managers be more closely aligned with investment performance.
As a result, we believe that those investment managers with co-investment
capital, such as LaSalle Investment Management, will have an advantage in
attracting real estate investment capital. Co-investment typically brings
with it the opportunity to provide additional services related to the
acquisition, financing, property management, leasing and disposition of
such investments.

GROWTH STRATEGY

We intend to <capitalize on our competitive advantages, the
opportunities created by our global platform and broad product and service
lines, and our solutions approach to the marketplace to pursue the
following growth strategy:

EXPANDING CLIENT RELATIONSHIPS. Based on our ability to deliver high
quality real estate services we have been able to successfully leverage
discrete client assignments into more comprehensive relationships utilizing
some or all of our business groups. Current industry trends, particularly
the globalization of corporate clients and the increased outsourcing of
real estate services on a global basis, provide a favorable environment for
us to increase the scope of our current client relationships and to develop
new relationships through our broad array of services. We intend to expand
the strategic alliance approach we have applied in our Tenant
Representation Services unit to the rest of our business units worldwide.

STRENGTHENING INTERNATIONAL PRESENCE. With our extensive global
platform we plan to add and expand the services that are highly developed
in particular regions/business units to our other regions/business units.
In particular, we have identified markets in Asia that offer strong revenue
and margin growth, and will be leveraging our strengths in Tenant
Representation, Project and Development Management Services, Outsourcing
and Capital Markets activities in Australia, Europe and America to provide
the talent to fuel that growth. We will also continue to wutilize our
strong relationships with a wide range of corporations in America and
Europe to secure opportunities regionally and globally.

PROVIDING CONSISTENT, HIGH QUALITY SERVICE. The objective of the
Global Client Services unit is to ensure that the worldwide operations work
and interact at the consistently high levels clients have grown to expect.
Through the delivery of consistent, high quality service, we aim to expand
our current client relationships, grow the business organically and further
strengthen our name recognition and reputation.



PURSUING CO-INVESTMENT OPPORTUNITIES. We believe an important growth
driver of our Dbusiness 1s our ability to co-invest our funds alongside
those of clients. Some investors continue to favor investment managers
that co-invest their own funds in newly formed investment vehicles in order
to more closely align the interests of the investor and the investment
manager. Also, by creating new investment funds, and thereby increasing
assets under management, we also gain the opportunity to provide additional
services related to the acquisition, financing, property management,
leasing and disposition of such assets. See Note 8 to the financial
statements for a detailed discussion of our co-investment activity.

CONTINUING TO DEVELOP TECHNOLOGY. Our technology strategy 1is to
provide truly integrated, high value added information and tools to our
clients and employees worldwide by using proven technology architecture and
advancing innovative technology solutions.

EMPLOYEES

We employ approximately 5,700 professional staff members, 1,500
support personnel and 6,500 directly reimbursable property maintenance

workers. Approximately 4,600 of our professional staff and support
personnel, and over 3,800 of our directly reimbursable property maintenance
workers are based in countries other than the United States. None of our

employees are members of any labor union with the exception of
approximately 630 of our directly reimbursable ©property maintenance
employees. We have generally had satisfactory relations with our
employees.

The goal of our TPM program is to instill in all of our people an
unyielding commitment to be the best: the real estate advisor our clients
want to work with and the employer of choice in our industry. Our
objective is to invest in and continue to attract, motivate and retain the
best people.

RISKS TO OUR BUSINESS

GENERAL ECONOMIC CONDITIONS AND REAL ESTATE MARKET CONDITIONS CAN HAVE
A NEGATIVE IMPACT ON OUR BUSINESS. We have 1in the past Dbeen, and can
expect in the future to be, negatively impacted by periods of economic
slowdown or recession and declines in the demand for real estate. The real
estate market tends to be cyclical and related to the condition of the
economy as a whole or, at least, to the perceptions of investors and users
as to the economic outlook. For example, if property owners believe that an
economic downturn 1s likely to occur in the near future, some may sell
their properties in anticipation. In addition to being impacted by the
level of economic activity, the demand for real estate 1is 1impacted by,
among other things, interest rate levels and performance of alternative
investments. Negative economic conditions and declines in the demand for
real estate in several markets or in significant markets could have a
material adverse effect on our Dbusiness, results of operations and
financial condition, including as a result of the following factors:

DECLINE IN ACQUISITION AND DISPOSITION ACTIVITY

A decline 1in acquisition and disposition activity can lead to a
reduction in fees and commissions for arranging such transactions as
well as fees and commissions for arranging financing for acquirers.

DECLINE IN LEASING ACTIVITY

A decline in leasing activity can lead to a reduction in fees and
commissions for arranging leases, Dboth on Dbehalf of owners and
tenants. Additionally, a decline in leasing activity can lead to a
reduction in the demand for, and fees earned from, other services,
such as Project Development Services (managing the Dbuild-out of
space) and Corporate Property Services (managing space occupied by
clients).
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DECLINE IN REAL ESTATE INVESTMENT ACTIVITY

A decline in real estate investment activity can lead to a reduction
in investment management fees on the acquisition of property for
clients, as well as in fees and commissions for arranging
acquisitions, dispositions and financings.

DECLINE IN THE VALUE AND PERFORMANCE OF REAL ESTATE AND RENTAL RATES

A decline in the wvalue and performance of real estate and in rental
rates can lead to a reduction in investment management fees (the most
significant portion of which generally are based upon the performance
of investments) and the wvalue of co-investments we make with our
investment management clients. Additionally, such declines can lead
to a reduction of fees and commissions which are based upon the value
of, or revenues produced by, the properties with respect to which
services are provided, including fees and commissions for property
management and valuations and for arranging acquisitions,
dispositions, leasing and financings.

THE INTERNATIONAL SCOPE OF OUR OPERATIONS, AND OUR OPERATIONS IN
PARTICULAR REGIONS AND COUNTRIES, INVOLVE A NUMBER OF RISKS FOR OUR
BUSINESS. The fact that we operate in 33 countries presents risks for our
business in a number of ways. The following table sets forth the revenues
derived from our most significant currencies (based upon 2001 revenues).
The euro revenues include France, Germany, Italy, Ireland, Spain, Portugal,
Holland, Belgium and Luxembourg.

MOST SIGNIFICANT CURRENCIES ON A REVENUE BASIS

2001 2000
United States Dollar 360.0 377.2
United Kingdom Pound 185.0 191.3
Euro 164.0 185.1
Australian Dollar 50.8 57.9
Other currencies 121.9 111.2
Total Revenues 881.7 922.7

If we are unable to successfully manage the risks, including the following,
associated with the international scope of our operations and our
operations 1in particular regions and countries, our business, operating
results and financial condition could be materially and adversely affected.

DIFFICULTIES AND COSTS OoF STAFFING AND MANAGING INTERNATIONAL
OPERATIONS

The coordination and management of international operations poses

additional costs and difficulties. We must manage operations in many
time zones and involving people with language and cultural
differences. Our success depends on finding and retaining people
capable of effectively dealing with these challenges. We have

committed resources to effectively coordinate our business activities
around the world to meet our clients' needs, whether they be local,
regional or global. Additionally, at any point in time we face
significantly varying economic conditions in various countries and
regions where we operate, and we may experience an operating loss in
one or more regions of the world for one or more periods. Our
ability to manage such operational fluctuations and to maintain
adequate long-term strategies in the face of such developments will
be critical to our continued growth and profitability.
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CURRENCY RESTRICTIONS AND EXCHANGE RATE FLUCTUATIONS

We produce positive flows of cash in various countries and currencies
which can be most effectively used to fund operations in other
countries or to repay our indebtedness, which is primarily
denominated in euros and U.S. dollars. We face restrictions 1in
certain countries which limit or prevent the transfer of funds to
other countries or the exchange of the 1local currency to other
currencies. We also face risks associated with fluctuations in
currency exchange rates which may lead to a decline in the value of
the funds produced in certain jurisdictions.

Additionally, although we operate globally, we report our results in
U.S. dollars and thus our reported results may be negatively impacted
by the weakening of currencies against the U.S. dollar. As an
example, the euro, the pound sterling and the Australian dollar, each
a currency used in a significant portion of our operations, weakened
significantly against the U.S. dollar in 2000 and 2001. For the year
ended December 31, 2001, on an adjusted basis excluding non-recurring
charges, 46% of our adjusted operating income was attributable to
operations with U.S. dollars as their functional currency, and 54%
was attributable to operations having other functional currencies.
In addition to the potential negative impact on reported earnings,
fluctuations in currencies relative to the US dollar may make it more
difficult to perform period-to-period comparisons of the reported
results of operations.

We are authorized to wuse currency-hedging instruments, including
foreign currency forward contracts, purchased currency options and
borrowings in foreign currency. There can be no assurance that such
hedging will be effective, and an ineffective hedging instrument may
expose us to currency losses.

POTENTIALLY ADVERSE TAX CONSEQUENCES

Moving funds between countries can produced adverse tax consequences
in the countries from which and to which funds are transferred as
well as in other countries, such as the United States, in which we
have operations. Additionally, as our operations are global, we face
challenges in effectively gaining a tax benefit for costs incurred in
one country which benefit our operations in other countries.

BURDEN OF COMPLYING WITH MULTIPLE AND POTENTIALLY CONFLICTING LAWS
AND REGULATIONS AND DEALING WITH CHANGES IN LEGAL AND REGULATORY
REQUIREMENTS

We face a broad range of legal and regulatory environments in the
countries in which we do business. Coordinating our activities to
deal with these requirements presents challenges. Additionally,
changes in legal and regulatory requirements can impact our ability
to engage 1in business in certain jurisdictions or increase the cost
of doing so. As an example, foreign ownership restrictions 1in
certain countries, such as Indonesia, India and China, impact both
our ability to engage in certain activities and the structure of our
operations.

GREATER DIFFICULTY IN COLLECTING ACCOUNTS RECEIVABLE 1IN CERTAIN
COUNTRIES AND REGIONS

We face challenges to our ability to effectively collect accounts

receivable in certain countries and regions. For example, in Asia,
many countries have underdeveloped insolvency laws and clients often
are slow to pay, and 1in Europe, clients in some countries,

particularly Spain, Italy and France, also tend to delay payments.
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POLITICAL AND ECONOMIC INSTABILITY

We operate 1in 33 countries with varying degrees of political and
economic stability. For example, Southeast and East Asia, Russia and
Argentina have experienced serious political and economic instability
within the last few years and such instability will 1likely continue
to arise from time to time in countries in which we have operations.

REAL ESTATE SERVICES MARKETS ARE HIGHLY COMPETITIVE. We provide a
broad range of commercial real estate services and there 1s significant
competition, on an international, regional and local level with respect to
many of these services and in commercial real estate services generally.
Depending on the service, we face competition from other real estate
service providers, institutional lenders, insurance companies, investment
banking firms, investment managers and accounting firms (any of which may
be a global, regional or local firm). Many of our competitors are local or
regional firms, which although substantially smaller in overall size may be
larger in a specific local or regional market.

We are substantially dependent on long-term client relationships and

on revenue received for services under various service agreements. Many of
these agreements are cancelable by the client for any reason on as little
as 30 to 60 days' notice, as 1s typical in the industry. If our

performance is not good, we are unable to maintain relationships or we are
otherwise unable to retain existing clients and develop new clients, our
business, results of operations and financial condition will be materially
adversely affected.

THE SEASONALITY OF OUR BUSINESS EXPOSES US TO RISKS. Our revenues and
profits tend to be significantly higher in the fourth quarter of each year

than the other three quarters. This is a result of a general focus in the
real estate industry on completing transactions by calendar year end and
the fact that certain expenses are constant through the year.

Historically, we have reported a small loss 1in the first quarter, a small
profit or loss in the second and third quarters and a large profit in the

fourth quarter, excluding the recognition of investment generated
performance fees. The seasonality of our business makes it difficult to
determine during the course of the vyear whether plan results will be
achieved, and thus, to adjust to changes in expectations. Additionally,

negative economic or other conditions which arise at a time when they
impact performance in the fourth quarter may have a more significant impact
than if they occurred earlier in the year. To the extent we are not able
to identify and adjust for changes 1in expectations or we are confronted
with negative conditions which impact inordinately on the fourth quarter of
a year, this could have a material adverse effect on our business, results
of operations and financial condition.

WE MAY FACE LIABILITY WITH RESPECT TO ENVIRONMENTAL ISSUES OCCURRING
AT PROPERTIES WHICH WE MANAGE, INVEST IN, OR DEAL WITH. Various laws and
regulations impose liability on current or previous real property owners or

operators for the cost of investigating, cleaning wup or removing
contamination caused by hazardous or toxic substances at the property. We
may face liability under these laws as a result of our role as an on-site
property manager. In addition, we may face liability 1f such laws are

applied to expand our limited liability with respect to our co-investments
in real estate as discussed below.

CO-INVESTMENT ACTIVITIES SUBJECT US TO REAL ESTATE INVESTMENT RISKS

AND POTENTIAL LIABILITIES. An important part of our investment strategy
includes investing in real estate along with our investment management
clients. Investing in this manner exposes us to a number of risks which

could have a material adverse effect on our business, results of operations
and financial condition, including as a result of the following risks:

We may lose some or all of the capital which we invest 1if the
investments perform poorly.
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We will have fluctuations in earnings and cash flow as we recognize
gains or losses, and receive cash, upon the disposition of
investments which in many cases are not completely in our control.

We generally hold our investments in real estate through subsidiaries
with limited 1liability; however, 1in certain circumstances it 1is
possible that this limited exposure may be expanded in the future
based wupon, among other things, changes in applicable laws or the
application of existing or new laws. To the extent this occurs, our
liability could exceed the amount we have invested.

We make co-investments 1in real estate 1in many countries and this
presents risk as described above in "The international scope of our
operations, and our operations 1in particular regions and countries,
involve a number of risks for our business".

WE HAVE INDEBTEDNESS THAT COULD IMPEDE OUR OPERATIONS AND FLEXIBILITY.
At December 31, 2001, we had $222.2 million of indebtedness on a
consolidated Dbasis. We have borrowed through a euro 165 million 9.0%
Senior Euro Notes offering and a $275 million revolving credit facility.
Our average outstanding borrowings under the Euro Notes and revolving
credit facility were $269.4 million during 2001, and the effective interest
rate was 7.48%.

We need approximately $19.5 million annually to make required interest
payments on our Euro Notes and the outstanding portion of our revolving

credit facility. The Euro Notes have a fixed rate of interest and the
revolving credit facility has a variable rate based on the market, plus a
margin. The variable rate and margin features of the revolving credit
facility could result in significantly higher borrowing costs if market
interest rates or the margin rise. An increase of 50 basis points in the

2001 average 1interest rate on the revolving credit facility would have
resulted in a $650,000 increase in our borrowing cost.

The terms of our debt contain a number of covenants that could
restrict our flexibility to finance future operations or capital needs or
to engage in other business activities that may be in our best interest.
The debt covenants limit us in, among other things:

encumbering or disposing of assets;
incurring indebtedness;

engaging in acquisitions; and

entering into transactions with affiliates.

In addition, the covenants include the maintenance of maximum debt to
EBITDA and minimum liquidity ratios. There are no covenants or triggers
related to a change in credit rating or a material adverse change.

If we are unable to make required payments on the Euro Notes or under
the revolving credit facility or if we breach any of the debt covenants, we
will be in default under the terms of the indenture or the revolving credit
agreement, as applicable. A default under either agreement could cause
acceleration of repayment of those amounts as well as defaults under other
existing and future debt obligations.

Regardless of our compliance with the terms of the debt, the existence

of the debt could adversely affect our ability to adjust to changing market
conditions or remain competitive with our competitors.
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THE STOCKHOLDER AGREEMENTS, THE DEL STOCKHOLDER AGREEMENTS, THE
CHARTER AND THE AMENDED BYLAWS OF JONES LANG LASALLE AND THE MARYLAND
GENERAL CORPORATE LAW COULD DELAY, DEFER OR PREVENT A CHANGE OF CONTROL.
The Stockholder Agreements and the DEL Stockholder Agreements entered into
in connection with the merger and the charter and bylaws of Jones Lang
LaSalle include provisions that may discourage, delay, defer or prevent a
takeover attempt that may be in the best interest of stockholders of Jones
Lang LaSalle and may adversely affect the market price of our common stock.
The Stockholder Agreements and the DEL Stockholder Agreements require each
of the parties thereto to vote all shares of Jones Lang LaSalle common
stock owned or controlled by such stockholder:

for persons nominated by the our board of directors pursuant to
the amended bylaws; and

in accordance with the recommendations of a majority of the our
of directors on all matters (1) submitted to the vote of the
stockholders of Jones Lang LaSalle which have been proposed by
any stockholder as to which the Dboard of directors has
recommended against approving and (2) relating to any merger,
sale of all or substantially all of our assets, or any similar
transactions as to which the board of directors has recommended
against approving.

Additionally, the Stockholder Agreements and DEL Stockholder
Agreements require the persons bound by them to take reasonable actions to
assure that they do not transfer shares to a person, which is, or would as
a result of the transfer become, the owner of 5% or more of the outstanding
Jones Lang LaSalle common stock. This requirement does not apply to the
extent shares are sold in accordance with certain securities regulations.
As a result, during the term of the Stockholder Agreements and the DEL
Stockholder Agreements, as long as persons who hold a significant number of
our 1issued and outstanding common stock continue to be bound by these
agreements, the Dboard of directors recommendations regarding director
nominees to the board, sale or merger transactions and all stockholder
proposals will have the benefit of these provisions. The persons bound by
the Stockholder Agreements and DEL Stockholder Agreements hold, as of
March 15, 2002, approximately 30% of the issued and outstanding shares of
Jones Lang LaSalle common stock.

In addition, pursuant to the charter of Jones Lang LaSalle, we have a
classified board of directors, pursuant to which directors are divided into
three classes, with three-year staggered terms. The classified board
provision could increase the likelihood that, in the event an outside party
acquired a controlling block of our capital stock or initiated a proxy
contest, incumbent directors nevertheless would retain their positions for
a substantial period, which may have the effect of discouraging, delaying
or preventing a change in control of Jones Lang LaSalle. In addition, the
charter and bylaws provide for:

the ability of the board of directors to establish one or more
classes and series of capital stock including the ability to issue up
to 10,000,000 shares of preferred stock, and to determine the price,
rights, preferences and privileges of such capital stock without any
further stockholder approval;

a requirement that any stockholder action taken without a meeting be
pursuant to unanimous written consent; and

certain advance notice procedures for Jones Lang LaSalle stockholders

nominating candidates for election to the Jones Lang LaSalle board of
directors.
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Under the Maryland General Corporate Law (the "MGCL"), certain
"Business Combinations" (including a merger, consolidation, share exchange
or, in certain circumstances, an asset transfer or issuance or
reclassification of equity securities) between a Maryland corporation and
any person who beneficially owns 10% or more of the voting power of the
corporation's shares or an affiliate of the corporation who, at any time
within the two-year period prior to the date 1in question, was the
beneficial owner of 10% or more of the voting power of the then-outstanding
voting stock of the corporation (an "Interested Stockholder") or an
affiliate of the Interested Stockholder are prohibited for five years after
the most recent date on which the 1Interested Stockholder became an
Interested Stockholder. Thereafter, any such Business Combination must be
recommended by the board of directors of such corporation and approved by
the affirmative vote of at least (1) 80% of the votes entitled to be cast
by holders of outstanding voting shares of the corporation and (2) 66-2/3%
of the votes entitled to be cast by holders of outstanding voting shares of
the corporation other than shares held by the Interested Stockholder with
whom the Business Combination 1s to be effected, wunless, among other
things, the corporation's stockholders receive a minimum price (as defined
in the MGCL) for their shares and the consideration 1s received in cash or
in the same form as previously paid by the Interested Stockholder for its
shares. Pursuant to the MGCL, these provisions also do not apply to
Business Combinations, which are approved or exempted by the board of
directors of the corporation prior to the time that the Interested
Stockholder becomes an Interested Stockholder.

The provisions of the agreements described above, as well as our
charter and bylaws, and the MGCL, could discourage bids for common stock as
well as adversely affect the market price of our common stock.

ITEM 2. PROPERTIES

Our principal holding company headquarters are located at 200 East
Randolph Drive, Chicago, Illinois, where we currently occupy over 100,000
square feet of office space pursuant to a lease that expires in February
2006. Our principal operational headgquarters are located at 22 Hanover
Square, London, England where approximately 83,000 square feet are leased
under a lease expiring in June 2004. Regional headquarters are located in
Chicago, London and Singapore. We have approximately 116 local offices
worldwide located in most major cities and metropolitan areas as follows:
38 offices in the Americas (including 29 in the United States), 49 offices
in 17 countries in Europe and 29 offices in 11 countries in Asia Pacific.
Our offices are each leased pursuant to agreements with terms ranging from
month-to-month to ten years. In addition, we have property and other
offices located throughout the world. On-site property management offices
are generally located within properties that we manage and are provided
without cost.
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ITEM 3. LEGAL PROCEEDINGS

We are a defendant 1in wvarious litigation matters arising in the
ordinary course of business, some of which involve claims for damages that
are substantial in amount. Many of these matters are covered by insurance.
We Dbelieve the wultimate resolution of such 1litigation will not have a
material adverse effect on our financial position, results of operations or
liquidity.

In the third quarter of 2001 we established reserves which we believe
are adequate to cover our exposures resulting from the insolvencies of HIH
Insurance Ltd. ("HIH") and Independent Insurance ("Independent"), two of
our 1insurance providers. These reserves totalled $1.9 million, of which
$1.6 million related to HIH, and $0.3 million related to Independent. HIH
provided public liability coverage to the Australian operations of JLW for
the vyears from 1994 +to 1997, which coverage would typically provide
protection against, among other things, personal injury claims arising out
of accidents occurring at properties for which we had property management
responsibilities. Due to the nature of the claims covered by this
insurance, it is possible that future claims may be made. Independent has
provided professional 1liability coverage for a number of years to our
Europe and Asia Pacific 00S segments and the Europe region of our
Investment Management segment.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

There were no matters submitted to a vote of Jones Lang LaSalle's
stockholders during the fourth quarter of 2001.
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PART II
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND
RELATED STOCKHOLDER MATTERS

Our Common Stock is listed for trading on the New York Stock Exchange
under the symbol "JLL."

As of March 15, 2002, there were approximately 3,800 Dbeneficial
holders of our Common Stock.

The following table sets forth the high and low sale prices of our
Common Stock as reported on the New York Stock Exchange.

2001 High Low
First Quarter . . . . . .« .« o« v . o oo 0o $16.24 $12.20
Second Quarter . . . . . . . . ..o .o $14.05 $12.25
Third Quarter . . . . . .« « « v .« o oo oo $15.65 $12.50
Fourth Quarter . . . . . . . . . . < . . o oL $18.20 $13.25

2000 High Low
First Quarter . . . . . .« .« « .« < . . . ... $15.50 $10.06
Second Quarter e e e e e e e e e $16.00 $13.38
Third Quarter . . . . . .« « « « < . . . . ... $15.13 $11.63
Fourth Quarter S, $14.00 $12.25

We have not paid cash dividends on our common stock to date. We

intend to retain our earnings to support the expansion of the business and
therefore we do not intend to pay cash dividends for the foreseeable
future. Any payment of future dividends and the amounts thereof will be at
the discretion of the Board of Directors and will depend upon our financial
condition, earnings and other factors deemed relevant by the Board of
Directors.

TRANSFER AGENT

Computershare Investor Services
2 North LaSalle Street

Chicago, Illinois 60602
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<table>
ITEM 6. SELECTED FINANCIAL DATA (UNAUDITED)

The following table sets forth our summary historical consolidated financial data. The information should be
read in conjunction with our consolidated financial statements and related notes and "Management's Discussion and
Analysis of Financial Condition and Results of Operations" included elsewhere herein.

<caption>
Year Ended December 31,
2001 2000
2001 2000 1999 1998 1997 Adjusted Adjusted

(in thousands, except share data)
<s> <c> <c> <c> <c> <c> <c> <c>
Statement of Operations

Data:

Total revenue (1) . . . . $ 881,676 922,708 755,439 304,464 224,773 881,676 922,708
Operating income (loss) . 12,959 6,403 (71,303) 37,842 35,114 12,959 6,403
Interest expense . . . . . 20,156 27,182 18,211 4,153 3,995 20,156 27,182
Earnings (loss) before

provision for income

taxes and minority

interest Ce e e e e (7,197) (20,779) (89,514) 33,689 31,119 (7,197) (20,779)
Net provision for income

taxes . . . . . . . . .. 7,986 22,053 5,328 13,224 5,279 7,986 22,053

Minority interest in
earnings (losses) of
subsidiaries e e e 228 (21) -- -- -- 228 (21)
Earnings (loss) before
cumulative effect of
change in accounting
principle . . . . .
Cumulative effect of
change in accounting
principle . . . . . . . . -- (14,249) -- -- -- -- (14,249)

Net earnings (loss) .. 8 (15,411) (57,060) (94,842) 20,465 25,840 (15,411) (57,060)
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Basic earnings (loss)

per common share before
cumulative effect of

change in accounting
principle (2) . . . . . . $

Cumulative effect of change
in accounting principle . --
Basic earnings (loss)

per common share (2) .. S

Basic weighted average
shares outstanding

Diluted earnings (loss)
per common share before
cumulative effect of
change in accounting

principle (2) . . . . . . S (0.51)
Cumulative effect of change

in accounting principle . --
Diluted earnings (loss)

per common share (2) .. S (0.51)

Diluted weighted average

shares outstanding 30,016,122

Adjustments (3):
Non-recurring and
restructuring charges
Tax benefit associated
with non-recurring and
restructuring charges

Cumulative effect of change
in accounting principle

Adjusted net earnings (4)

(1.72)

(1.72)
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Year Ended December 31,

2001
1997 Adjusted
1.50
1.50
16,200,000
1.49
1.49
16,329,613
77,232
(21,323)
40,498

2000
Adjusted



Other Data:

Adjusted EBITDA (5)

Ratio of earnings to fixed
charges (6)

Cash flows provided by
(used in) :
Operating activities

Investing activities
Financing activities
Investments under manage-
ment (7) . . . .

Total square feet
management (8)

under

Balance Sheet Data:
Cash and cash equivalents

Total assets

Total debt

Total liabilities

Total partners' capital/
stockholders' equity

Year Ended December 31,

22,

$

54,103
(32,549)

(29,951)

200,000

725,000

10,446
835,727
222,119

521,346

314,381

140,340
(66,590)

(78,215)

22,500,000

700,000

18,843
914,045
249,947

581,707

332,338

$ 116,774

(18,227)

(80,867)

105,461

21,500,000

700,000

23,308
924,800
322,386

600,864

323,936
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23,000
(239,0906)

202,377

14,200,000

400,500

16,941
490,921
202,923

321,349

169,572

44,207

40,577

(14,126)

(3,128)

14,700,000

202,700

30,660

219,887

72,990

146,897

2001 2000
Adjusted Adjusted
136,999 135,228
2.85X%X 2.50X
54,103 140,340
(32,549) (66,590)
(29,951) (78,215)

22,200,000 22,500,000

725,000

700,000



<fn>

(1) Certain prior year amounts were reclassified to conform with current
presentation.

(2) Basic and diluted earnings per common share for 1997 are calculated
based on net earnings for the period from conversion to corporate
form, July 22, 1997, through December 31, 1997.

(3) Adjustments include (1) the removal of non-recurring and
restructuring charges incurred in the year ended December 31, 2001,
(ii) the removal of merger related non-recurring charges in the year
ending December 31, 2000 consisting of compensation expense
associated with the issuance of shares of our common stock to former
employees of Jones Lang Wootton, and (iii) the cumulative effect of
change in accounting principle in connection with the adoption of SAB
101 in the year ended December 31, 2000.

(4) We Dbelieve that Adjusted Net Earnings is useful to investors as a
measure of operating performance, cash generation and ability to
service debt. However, Adjusted Net Earnings should not be
considered as an alternative either to: (i) net earnings (determined
in accordance with GAAP); (ii) operating cash flow (determined in
accordance with GAAP); or (iii) liquidity.

(5) Adjusted EBITDA represents earnings before interest expense, income
taxes, depreciation and amortization and excludes Minority Interests
in EBITDA. 2001 Adjusted EBITDA excludes non-recurring and
restructuring charges. 2000 Adjusted EBITDA excludes merger related
non-recurring charges and the cumulative charge related to the
adoption of SAB 101. We believe that Adjusted EBITDA is useful to
investors as a measure of operating performance, cash generation and
ability to service debt. However, Adjusted EBITDA should not be

considered as an alternative either to: (i) net earnings (determined
in accordance with GAAP); (ii) operating cash flow (determined in
accordance with GAAP); or (iii) liquidity.

(6) For purposes of computing the ratio of earnings to fixed charges,
earnings represents net earnings (loss) Dbefore income taxes plus
fixed charges, less capitalized interest. Fixed charges consist of

interest expense, including amortization of debt discount and
financing costs, capitalized interest and one-third of rental expense
which we believe 1s representative of the interest component of
rental expense. Due to the merger related non-recurring charges,
earnings were insufficient to cover fixed charges by $89.5 million
for the year ended December 31, 1999.

(7) Investments under management represent the aggregate fair market
value or cost basis of assets managed by our Investment Management
segment as of the end of the periods reflected.

(8) Represents the total square footage of properties for which we

provided property management and leasing or corporate ©property
services as of the end of the periods reflected.

</table>
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in conjunction
with the Selected Financial Data and Consolidated Financial Statements,
including the notes thereto, appearing elsewhere in this Form 10-K. The
following discussion and analysis contains certain forward-looking
statements which are generally identified Dby the words anticipates,
believes, estimates, expects, plans, intends and other similar expressions.
Such forward-looking statements involve known and unknown risks,
uncertainties and other factors which may cause Jones Lang LaSalle's actual
results, performance, achievements, plans and objectives to be materially
different from any future results, performance, achievements, plans and
objectives expressed or implied by such forward-looking statements. See
Cautionary Note Regarding Forward-Looking Statements below.

Management's Discussion and Analysis is presented in five sections.
The first section is a summary of our critical accounting policies. The
second section discusses certain items affecting the comparability of
results and certain market and other risks that we face. The third section
analyzes the Results of our Operations, first on a consolidated basis and
then for each of our business segments. The final two sections address
Consolidated Cash Flows and Liquidity and Capital Resources.

SUMMARY OF CRITICAL ACCOUNTING POLICIES

An understanding of our accounting policies 1is necessary for a
complete analysis of our results, financial position, liquidity and trends.
We focus your attention on the following:

PRINCIPLES OF CONSOLIDATION - Our financial statements include the
accounts of Jones Lang LaSalle and its majority-owned-and-controlled
affiliates. All material intercompany balances and transactions have been
eliminated in consolidation. Investments in unconsolidated affiliates over
which we exercise significant influence, but not control, are accounted for
by the equity method. Under this method we maintain an investment account,
which is increased by contributions made and our share of net income of the
unconsolidated affiliates, and decreased by distributions received and our
share of net losses of the unconsolidated affiliates. Our share of each
unconsolidated affiliate's net income or loss, including gains and losses
from capital transactions, is reflected on our statement of earnings as

"equity 1in earnings from wunconsolidated ventures." Investments in
unconsolidated affiliates over which we are not able to exercise
significant influence are accounted for under the cost method. Under the
cost method our investment account 1is increased by contributions made and
decreased by distributions representing return of capital. Distributions
of income are reflected as "equity in earnings from unconsolidated

ventures".

REVENUE RECOGNITION - We recognize advisory and management fees in the

period in which we perform the service. Transaction commissions are
recognized as income when we provide the service unless future
contingencies exist. If future contingencies exist, we defer recognition

of this revenue until the respective contingencies are released.
Development management fees are generally recognized as billed, which we
believe approximates the percentage of completion method of accounting.
Incentive fees are generally tied to some form of contractual milestone and
are recorded 1in accordance with the specific terms of the wunderlying
compensation agreement. The Securities and Exchange Commission's Staff
Accounting Bulletin (SAB) No. 101, Revenue Recognition, provides guidance
on the application of generally accepted accounting principles to selected
revenue recognition issues. We believe that our revenue recognition policy
is appropriate and 1in accordance with accounting principles generally
accepted in the United States of America and SAB No. 101. We implemented
SAB 101 in 2000 and this 1is discussed more fully in Note 16 to the
Financial Statements.
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We estimate the allowance necessary to provide for uncollectible
accounts receivable. This estimate includes specific accounts for which
payment has become unlikely. This estimate is also based on historical
experience, combined with a careful review of current developments and with
a strong focus on credit control.

ASSET IMPAIRMENT - We apply SFAS No. 121, Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed
O0f, to recognize and measure impairment of long-lived assets. We review
long-lived assets, including investments in real estate ventures,
intangibles and property and equipment for impairment whenever events or
circumstances 1indicate that the carrying value of an asset may not be
recoverable. The review of recoverability is based on an estimate of the
future undiscounted cash flows expected to be generated by the asset. If
impairment exists due to the inability to recover the carrying value of an
asset an impairment loss 1is recorded to the extent that the carrying wvalue
exceeds estimated fair value.

During 2001, we reviewed our e-commerce investments on an investment
by investment Dbasis, evaluating actual Dbusiness performance against
original expectations, projected future performance and associated cash
flows, and capital needs and availability. As a result of this evaluation,
we determined that our investments in e-commerce were impaired, and took a
charge of $18.0 million (including contractual commitments of $0.4 million,
to be funded in 2002) during 2001 to fully write off these investments.

In the third quarter of 2001, we finalized our decision to exit the
non-strategic residential land investment business in the Americas region
of the Investment Management segment. We have begun a process of
significantly reducing our ongoing involvement in the day to day management
of our associated co-investments and are actively seeking and reviewing
opportunities to exit these co-investments. The charges associated with
the exiting of the residential land investment businesses consists of an
impairment provision of $3.5 million against the carrying value of certain
residential land co-investments where we have determined that we intend to

no longer fund beyond contractual commitments. The balance sheet value of
these residential land co-investments at December 31, 2001 was $4.2
million. In addition, we have provided guarantees of $3.7 million, offset

by a cross guarantee from another investor of $2.0 million.

In the last six months of 2001, and in response to the global economic
slowdown, we implemented a broad based restructuring of our worldwide

business. This restructuring included the <closing, downsizing and
consolidation of offices in all parts of our business. The cost of these
actions, including the write off of leasehold improvements and provision
against future lease <costs for abandoned space was $8 million. In

addition, approximately $500,000 of goodwill was impaired in Europe as a
result of our decision to exit certain businesses in certain countries.

The Asia Pacific business 1is wundergoing a realignment from a
traditional geographic structure to one that 1s managed according to
business lines. Included in this realignment was a decision to restructure
our operations to exit an arrangement with a third party in Indonesia.
This decision resulted in the write off of a $1 million receivable from
this third party.

INCOME TAXES - We account for income taxes under the asset and
liability method. Because of the global and cross border nature of our
business, our corporate tax position 1is complex. We generally provide
taxes 1n each tax Jjurisdiction in which we operate Dbased on local tax
regulations and rules. Such taxes are provided on net earnings and include
the provision of taxes on substantively all differences between accounting
principles generally accepted 1in the United States of America and tax
accounting, excluding certain non-deductible items and permanent
differences. Our income tax expense reflects our best estimate of the
ultimate deductibility of certain of our expenses for tax purposes.
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Based on our historical experience and future business plans we do not
expect to repatriate our foreign source earnings to the United States. As
a result, we have not provided deferred taxes on such earnings or the
difference between tax rates in the United States and the various foreign
jurisdictions where such amounts were earned. Further, there are various
limitations on our ability to utilize foreign tax credits on such earnings
when repatriated. As such, we may incur taxes in the United States wupon
repatriation without credits for foreign taxes paid on such earnings. We
have established wvaluation allowances against the possible future tax
benefits of current losses where expected future taxable income does not
support the realization of the deferred tax assets. At December 31, 2001
we had valuation allowances of $12.1 million.

COMMITMENTS AND CONTINGENCIES - We are subject to various claims and
contingencies related to lawsuits, taxes and environmental matters as well

as commitments under contractual obligations. We recognize the liability
associated with commitments and contingencies when a loss 1is probable and
estimable. Our contractual obligations relate to the provision of services

by us in the normal course of our business.

ACCOUNTING FOR BUSINESS COMBINATIONS - We have historically grown
through a series of acquisitions and one substantial merger. As a result
of this activity, and consistent with the services nature of the businesses
we acquired, the largest asset grouping on our balance sheet is the $328.2
million of Intangibles resulting from business acquisitions and the JLW
merger. Historically we have amortized these over their estimated useful

lives (generally eight to 40 years). SFAS 142, which we will adopt January
1, 2002 requires that we cease amortizing the goodwill element of these
intangibles, which is $306 million. This will reduce our annual
amortization expense by $10 million. We are currently evaluating the

effects of adopting SFAS 142, but do not believe that adoption will result
in any significant impairment charge against goodwill.

ITEMS AFFECTING COMPARABILITY
NON-RECURRING AND RESTRUCTURING CHARGES

In 2001, we incurred $77.2 million of non-recurring and restructuring
charges ($55.9 million after tax) (herein after referred to as "non-
recurring charges"). Non-recurring charges include the $18.0 million
impairment of our investments in e-commerce and reserves of $1.9 million
related to insolvent insurance providers, primarily an exposure of $1.6
million related to claims arising from 1994 to 1997 in Australia. In
addition, in response to the general global economic slowdown and
persistent difficult conditions in Asia Pacific, we implemented a broad
based restructuring of our global business with a particular focus on
realigning the way we go to market in Asia Pacific. This restructuring,
which we expect to reduce worldwide head count by 650 people, involves
exiting certain non-strategic business lines and the closure, downsizing or
consolidation of offices in all parts of our business. We have incurred
$13.4 million of asset impairment related charges and $43.9 million of
severance and other costs associated with the business realignment and
restructuring. The non-recurring and restructuring charges are more fully
discussed in Note 6 to our financial statements.

ACQUISITIONS AND MERGER

We have grown by expanding our client base and the range of services
and products we offer. In addition, we have made a series of strategic
acquisitions since the Initial Public Offering of LaSalle Partners
Incorporated in 1997 and also entered into the merger with the Jones Lang
Wootton companies ("JLW").
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On March 11, 1999, LaSalle Partners Incorporated and JLW merged their
businesses. JLW was an employee-owned international real-estate services
firm with approximately 4,000 employees with operations in 32 countries.
The JLW operations had approximately 280 million square feet and $6.3
billion in assets under management. We incurred merger related transition
and integration costs of $27.0 million, on an after-tax basis, in 1999. No
merger related transition and integration costs were incurred in 2000.
Approximately 48% of the shares issued to employees of the former JLW
operations as part of the merger were accounted for as compensation expense
or deferred compensation expense to the extent they were subject to

forfeiture or vesting provisions. We incurred non-cash, merger-related
stock compensation expense of $99.8 million in 1999 and $83.3 million in
2000, on an after-tax Dbasis. As of December 31, 2000, all merger-related

stock compensation was expensed and all forfeiture and vesting provisions
were removed.

Our financial statements include the results of the JLW businesses on
a consolidated basis from the transaction date.

ADOPTION OF STAFF ACCOUNTING BULLETIN 101, REVENUE RECOGNITION IN FINANCIAL
STATEMENTS ("SAB 101")

We adopted the provisions of SAB 101 in the fourth quarter of 2000,
effective as of January 1, 2000. This adoption is described more fully in
Note 16 to the financial statements. As a result of implementing SAB 101,
we recorded an after-tax charge to earnings representing a cumulative
change in accounting principle effective January 1, 2000 of $14.2 million.
During calendar year 2000, the net impact of SAB 101 was to increase our
after-tax net loss by $2.9 million.

The adoption of SAB 101 does not impact the amount of earnings that we
ultimately recognize, nor does it impact the timing or amount of cash flow
we receilve. For further discussion of SAB 101 refer to Note 16 to the
Financial Statements.

GAIN ON SALE OF CONSTRUCTION MANAGEMENT BUSINESS

In 1999, we recognized a gain of $7.5 million on the 1996 sale of our
Construction Management business to a former employee. This transaction 1is
described more fully in Note 4 to the financial statements.

LASALLE INVESTMENT MANAGEMENT INCENTIVE FEES

Our Investment Management business 1is in part compensated through the
receipt of incentive fees where investment performance exceeds agreed

benchmark levels. Depending upon performance, these fees can Dbe
significant and will generally be recognized when agreed events or
milestones are reached. These fees may also be structured in a variety of
ways. This may mean we record them as equity earnings for financial
reporting purposes. For example, in 2000, we recognized $10.3 million in
fees and equity earnings related to the partial liquidation of a fund
invested in French property. In 2001, we recognized incentive fees of
$14.4 million as the result of the disposition of a hotel investment. The
timing of recognition will impact comparability between quarters, in any
one year, or compared to a prior year. We believe that given the scope of

our co-investment portfolio, we would expect that in any year incentive
fees would be triggered in some funds and that this would facilitate vyear
on year comparability. However, comparability year on year may be impacted
by these fees.
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NEW ACCOUNTING STANDARDS
Derivatives and Hedging

In June 1998, the Financial Accounting Standards Board ("FASB") issued
Statement of Financial Accounting Standards No. 133, Accounting for
Derivative Instruments and Hedging Activities ("SFAS 133"). SFAS 133, as
amended by SFAS 137 and SFAS 138, was effective for us in the fiscal year
beginning January 1, 2001. The effect of implementing SFAS 133 did not
have a material impact on our consolidated financial statements.

Business Combinations and Goodwill and Other Intangible Assets

In July 2001, the FASB issued Statement No. 141, Business
Combinations, ("SFAS 141") and Statement No. 142, Goodwill and Other
Intangible Assets ("SFAS 142"). SFAS 141 requires that the purchase method
of accounting be wused for all Dbusiness combinations completed after
June 30, 2001. We have not completed any acquisitions after June 30, 2001.
SFAS 142 requires that goodwill and intangible assets with indefinite
useful lives no longer be amortized, but instead they must be tested for
impairment at least annually in accordance with the provisions of SFAS 142.
SFAS 142 also requires that intangible assets with definite useful lives be
amortized over their respective estimated useful lives to their estimated
residual values and reviewed for impairment 1in accordance with SFAS No.
121, Accounting for the Impairment of Long-Lived Assets and for Long-Lived
Assets to Be Disposed Of ("SFAS 121").

We adopted the provisions of SFAS 141 immediately, and will adopt
SFAS 142 effective January 1, 2002. The adoption of SFAS 141 had no impact
on our consolidated financial statements. We have $328.2 million of
unamortized intangibles as of January 1, 2002, which will be subject to the
transition provisions of SFAS 142.

Approximately $306 million of this 1is goodwill with an indefinite
useful 1life and we will cease to amortize this goodwill from January 1,
2002. This will save us approximately $10 million in amortization expense
in 2002. There 1s approximately $1 million of negative goodwill and this
will be credited to the 2002 income statement as the cumulative effect of a
change in accounting principle. We believe the remaining $23 million of
intangibles have definite useful 1lives and they will be amortized over
their remaining definite wuseful 1life. Because of the extensive effort
needed to comply with adopting SFAS 142, we cannot reasonably estimate the
overall impact, if any, of adopting it on our financial statements at the
date of this report, including whether we will be required to recognize any
transitional impairment losses as the cumulative effect of a change in
accounting principle. Although we are currently 1in the ©process of
evaluating the effects of adoption and thus no assurance of the impact can
be given, we currently do not believe that adoption will result in any
significant impairment charge against goodwill. Other than the prospective
non-amortization of goodwill, which will result in a non-cash improvement
in operating results, we do not expect the adoption to have a material
effect on our revenue, operating results or ligquidity.

MARKET AND OTHER RISK FACTORS

MARKET RISK

The principal market risks (i.e., the risk of loss arising from
adverse changes in market rates and prices) to which we are exposed are:

Interest rates on the multi-currency credit facility

Foreign exchange risks
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In the normal course of business, Jones Lang LaSalle manages these
risks through a wvariety of strategies, 1including the wuse of hedging
transactions using various derivative financial instruments such as foreign
currency forward contracts. We do not enter into derivative or interest
rate transactions for trading or speculative purposes.

INTEREST RATES

We centrally manage our debt, considering investment opportunities and
risks, tax consequences and overall financing strategies. We are primarily
exposed to interest rate risk on the $275 million revolving multi-currency
credit facility due 1in September 2004, that is available for working
capital, co-investments, capital expenditures and acquisitions. This
facility bears a variable rate of interest based on market rates. The
interest rate risk management objective is to limit the impact of interest
rate changes on earnings and cash flows and to lower the overall borrowing

costs. To achieve this objective, in the past we have entered into
derivative financial instruments such as interest rate swap agreements when
appropriate and may do so 1in the future. We entered 1into no such

agreements in the year ended December 31, 2001 and as of December 31, 2001,
we had no interest rate swap agreements outstanding.

The effective interest rate on our debt was 7.48% in 2001 compared
with 8.42% in 2000. The decrease in the effective interest rate is due to
reduced revolver borrowings at declining market interest rates, offset by
the higher fixed interest rate of 9.0% associated with the Euro Notes,
which were issued July 26, 2000.

A one percentage point increase, to 8.48%, in the effective interest
rate would have increased our net interest expense by $2.7 million in 2001.
FOREIGN EXCHANGE

Our revenues outside of the United States totaled 59% of our total

revenues 1in 2001. Operating in international markets means that we are
exposed to movements in these foreign exchange rates, primarily the British
pound (21% of 2001 revenues) and the euro (19% of 2001 revenues). Changes

in these foreign exchange rates would have the largest impact on
translating our international operations results into U.S. dollars.

The British pound expenses incurred as a result of both our worldwide
operational headquarters and our regional headquarters being located in
London act as a partial operational hedge against our translation exposure
to the British pound. A 10% change in the average exchange rate for the
British pound in 2001 would have impacted our pre-tax net operating income
by approximately $1.9 million.

The interest on the euro 165 million of notes we issued during 2000
acts as a partial hedge against the translation exposure on our euro
denominated earnings. A 10% change in the average exchange rate for the
euro in 2001 would have 1impacted our pre-tax net operating income by
approximately $3.0 million. This impact was mitigated by the interest
expense on the Euro Notes, which is payable in euros. The net impact on
our earnings before tax of a 10% change in the average exchange rate for
the euro in 2001 would have been $1.6 million.

We enter into forward foreign currency exchange contracts to manage
currency risks. At December 31, 2001, we had forward exchange contracts in
effect with a notional wvalue of $108.2 million with a market value of
($159,000) .
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SEASONALITY

Historically, our revenue, operating income and net earnings in the
first three calendar gquarters are substantially lower than in the fourth
quarter. Other than for Investment Management, this seasonality is due to
a calendar vyear end focus on the completion of real estate transactions.
This focus 1s generally consistent with the real estate industry. The
Investment Management segment earns performance fees on clients' returns on
their real estate investments. Such performance fees are generally earned
when the asset is disposed of, the timing of which we do not have complete
discretion over.

We expense non-variable operating expenses as they are incurred during
the year, which is relatively constant on a quarterly basis.

EURO CONVERSION ISSUES

On January 1, 1999, certain member countries of the European Union
fixed conversion rates between their existing currencies ("legacy
currencies") and one common currency - the euro. For a three-and-one-half-
year transition period, non-cash transactions may be denominated in either
the euro or in the legacy currency. After July 1, 2002 the euro will be
the sole legal tender for these countries.

In January 2002, we converted our legacy currency general ledgers to
the euro. There has been no adverse impact resulting from this conversion.
We are continuing to evaluate the potential impact of euro related issues
on information systems, currency exchange rate risk and other business
activities, Dbut we do not expect the impact of euro conversion to be
material to us. There can be no assurance that external factors will not
have a material adverse impact on our operations.

RESULTS OF OPERATIONS
YEAR ENDED DECEMBER 31, 2001 COMPARED TO YEAR ENDED DECEMBER 31, 2000
CONSOLIDATED REVIEW

REVENUE

Total revenue, after elimination of intersegment revenue, was $881.7
million in 2001, a reduction of $41.0 million, or 4.4%, from reported 2000

revenue of $922.7 million. The decrease in revenue in 2001 is the result
of the slowdown in the global economy, which has significantly reduced the
pace of transaction activity. In addition, reported US dollar revenues

have been adversely impacted by $20 million in 2001 as compared to 2000
because of the relative strength of the US dollar against the key
currencies in which we operate, primarily the euro, pound sterling and the
Australian dollar. The negative impact of the global economic slowdown and
the strength of the US dollar has been partially mitigated by growth in our
management services revenue.
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OPERATING EXPENSES

Total operating expenses in 2001, after elimination of intersegment
expenses and excluding the effect of non-recurring charges, decreased by

$39.0 million to $791.5 million. This 1is 4.7% Dbelow 2000 operating
expenses of $830.5 million after excluding merger related stock
compensation. The decrease in operating expenses from the prior year is

primarily the result of reduction in incentive compensation of $51.8
million (including a $3.5 million reduction in the allocated departments of
Corporate Overhead, Global Client Services and Global Consulting) partly
offset by increases in headcount and associated expenses, primarily in the
first nine months of the year, in the regions of America and Europe to
service new business. The $7.6 million, or 3.7%, reduction in operating,
administrative and other expenses in 2001 is a result of the intense focus
on discretionary cost containment that we implemented as the depth and
scope of the economic slowdown became more apparent. The strengthening US
dollar against the key currencies in which we operate (the euro, pound
sterling and the Australian dollar) reduced the US dollar reported
operating expenses by $20 million over last year.

The non-recurring charges in 2001 of $77.2 million include the write-
down of investments in e-commerce, reserves agalinst potential liabilities
associated with the bankruptcy of two insurance providers and severance and
asset 1mpairment costs associated with the global restructuring program,
including the exiting of certain non-strategic business lines and the
realignment of our Asia Pacific business along client and business lines.
These <charges are described more detail in Note 6 to the financial
statements. Non-recurring charges for 2000 consist of merger related non-
cash compensation expense of $85.8 million associated with the issuance of
shares to former employees of JLW.

OPERATING INCOME

In 2001, operating income before non-recurring charges was $90.2

million, as compared to $92.2 million in 2000. Operating income, excluding
non-recurring charges, was 10.2% of revenue for 2001, as compared to 10.0%
of revenue in 2000. The small change year over year 1in operating income

before non-recurring charges 1is the result of the reduced revenue due to
the slowdown in the global economy, offset by reduced expenses as a result
of lower incentive compensation and a focus on discretionary costs.

The delivery of a constant operating income before non-recurring
charges, despite the 4.4% reduction in revenues was driven by our flexible
business model. Our bonus driven incentive compensation structure aligns
our compensation with the achievement of client objectives and with the
achievement of both non-financial and financial objectives at the operating
unit, segment and firm levels. This alignment with financial objectives
has resulted in the significant decline in incentive compensation expense
for the year.

Including the effects of the non-recurring charges, operating income
in 2001 was $13.0 million, as compared to $6.4 million in 2000.

INTEREST EXPENSE

Interest expense, net of interest income, decreased by $7.0 million,
to $20.2 million in 2001, from $27.2 million in 2000. This decrease in
interest expense 1is the result of lower average Dborrowings and lower
overall interest rates on revolver borrowings, partially offset by the
higher 9% fixed 1interest rate on the euro 165 million notes, 1issued
July 26, 2000, and the increase in amortization of debt issuance costs.
Our average debt 1level for 2001 was $269.4 million, with an effective
interest rate of 7.48%, as compared to $325.6 million, with an effective
interest rate of 8.42% for 2000.
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PROVISION FOR INCOME TAXES

The provision for income taxes was $8.0 million in 2001, as compared
to a provision of $22.1 million in 2000. The $14.1 million reduction in
provision 1s due to the combination of; 1) $18.8 million increased tax
benefit in 2001 related to the non-recurring charges in 2001 being largely
tax deductible, compared to the non-recurring charges in 2000 being largely
non-deductible, 2) $1.9 million increase 1n tax provision related to
increased earnings before tax in 2001 compared to 2000, and 3) $2.8 million
due to the 4% increase 1in effective tax rates on an operational basis, to
42% in 2001 from 38% in 2000.

On an operational basis (excluding non-recurring charges), we achieved
a 38% effective tax rate in 2000. As a result of a shift in income mix
such that a greater proportion of our income was earned in jurisdictions
with high tax rates, our effective tax rate on operational activities
increased to 42% in 2001. As mentioned above, non-recurring charges were
separately tax-effected based on the projected tax deductibility of these
items.

NET INCOME/LOSS

Our 2001 net earnings, excluding non-recurring charges and the
cumulative effect of change in accounting principle in 2000, were unchanged
from 2000 at $40.5 million.

Including the effect of non-recurring charges of $77.2 million, our
net loss for 2001 was $15.4 million. Including the effects of non-
recurring charges of $85.8 million and a net charge of $14.2 million for
the cumulative effect of a change in accounting principle related to the
adoption of SAB 101, our net loss for 2000 was $57.1 million.

BUSINESS SEGMENTS

We manage our business along a combination of geographic and

functional lines. Operations are reported as four business segments: the
three geographic regions of Owner and Occupier Services ("0O0S"), (i)
Americas, (ii) Europe and (iii) Asia Pacific, which offer our full range of
corporate, investor, and capital markets services, and (iv) Investment

Management which offers investment management services on a global basis.
The O0OS business consists primarily of tenant representation and agency
leasing, capital markets and valuation services (collectively,
"implementation services") and property management, corporate property
services, project and development management services (collectively,
"management services"). The Investment Management segment provides real
estate investment management services to institutional investors,
corporations, and high net worth individuals.

The following discussion of segment results excludes the non-recurring
charges.
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OWNER AND OCCUPIER SERVICES
AMERICAS

Revenue for the Americas region decreased $14.8 million, or 4.6%, to
$309.5 million in 2001 from $324.3 million in 2000. The two main sources
of revenue are implementation services and management services.
Implementation services revenue, which is largely transaction based,
declined in 2001 Dby $28.1 million, or 15.5%, reflecting the overall
slowdown in the economy. The key Dbusiness wunits contributing to the
decline were the Capital Markets wunit, where the volume of completed
capital transactions dropped significantly in 2001, and the Tenant
Representation unit, where the economic recession and uncertainty post the
tragic events of September 11 caused our corporate clients to postpone or
cancel a number of transactions, particularly in the fourth quarter.
Management services revenue, increased 9.5%, to $152.6 million, largely
driven by the Project and Development Management Services unit.

Operating expenses decreased by $15.8 million, or 5.3%, to $281.6
million in 2001 as a result of cost containment initiatives and reduced

incentive compensation, partially offset Dby increased headcount and
associated expenses, primarily in the first half of the year, to service
new business. Incentive compensation, was $21.2 million below 2000 levels.

Included in the 2001 operating expenses 1is a $3.9 million charge for
unrecoverable receivables from technology related clients.

EUROPE

Revenue for our Europe region totaled $348.2 million in 2001, as
compared to $356.4 million in 2000, a decline of 2.3%. The European
revenues were adversely impacted by approximately $14 million due to a
weakening of European currencies, primarily the euro and pound sterling,

against the US dollar during 2001 as compared to 2000. In addition,
included in the 2000 revenue are two large capital transactions that
provided approximately $12 million in revenue. As the year progressed, it

became clear that after a strong start to the year, the economic slowdown
began to impact our Europe business and particularly continental Europe.
Overall, implementation services revenue was down $24.8 million, or 9.1%

from 2000. The largest contributors to this decline were our businesses in
England (as a result of the large capital transactions 1in 2000 noted
above), France and Germany. Management services revenue increased $15.3

million, or 18.9%, led by the continuing growth of our 55% owned joint
venture with Skandia Fastighet AB.

Operating expenses for the region were $307.3 million for 2001, as
compared to $315.4 million in 2000, a decline of $8.1 million. The
weakening of European currencies, primarily the euro and pound sterling,
against the US dollar in 2001 has reduced US dollar reported expenses by
approximately $14 million, as compared to 2000. Operating expenses in 2001
included reduced incentive compensation (by $14.0 million compared to
2000), offset by increased headcount and associated expenses, to service
new business.

ASIA PACIFIC

The difficult underlying economic conditions persisted in this region,
impacting even the previously resilient Singapore economy. Revenue for the
Asia Pacific region totaled $128.5 million in 2001, as compared to $135.1
million in 2000, a decline of 4.9%. The reported revenues were negatively
impacted in 2001 by $6 million, as compared to 2000, due to the weakness of
the Australian dollar against the US dollar. Therefore, in local currency
terms, revenues were flat year on year. The revenues reflect a lower
volume of transaction activity driven Dby the economic weakness 1in the
region, particularly in Hong Kong, Singapore and Australia. Countering the
effects of the decline 1in transactional based implementation services
revenue, the management services revenue increased $6.0 million, or 14.3%.
In addition, our Taiwan acquisition in early 2001 contributed $2.3 million
in revenues.
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Operating expenses for the region declined by $6.0 million, or 4.4%,

to $128.9 million in 2001, as compared to $134.9 million in 2000. The
weakness of the Australian dollar reduced reported operating expenses in
2001 by $6 million, as compared to 2000. Incentive compensation was $5.2

million below 2000 levels.
INVESTMENT MANAGEMENT

Investment Management revenue decreased $12.2 million, or 11.2%, to
$96.6 million in 2001, from $108.8 million in 2000. Revenues in both years
included significant incentive fees. Included in 2000 were incentive fees
of $10.3 million related to the partial 1ligquidation of our French
investment fund (recorded as equity earnings due to the incentive fee
structure) and $7.5 million related to our resignation from a client
relationship. Revenue for 2001 includes incentive fees and equity earnings
of $14.4 million generated from the disposition of a major hotel investment
early in the third quarter.

Operating expenses decreased $9.7 million, or 11.5%, to $74.9 million
in 2001, as compared to $84.6 million in 2000. The reduction in expenses
is primarily the result of reduced incentive compensation of $7.9 million.

YEAR ENDED DECEMBER 31, 2000 COMPARED TO YEAR ENDED DECEMBER 31, 1999
CONSOLIDATED REVIEW
GENERAL

Operating results in 2000 include the results of the acquired COMPASS
businesses and JLW for a full twelve months.

Operating results in 1999 include the results of the acquired COMPASS
businesses for a full twelve months and the results of JLW effective from
the merger in March 1999.

REVENUE

In 2000, reported revenues at $922.7 million increased by $167.3
million or 22.1% from 1999 revenues of $755.4 million. The impact of
including a full 12 months of the JLW revenues in 2000 as against ten
months in 1999 was responsible for $58.5 million of this increase.
Additionally, the Skandia joint venture, which began operations in January
2000 and which is accounted for on a consolidated basis, had revenues of
$13.7 million. There was a negative i1impact on 2000 revenues of $4.8
million as a result of the implementation of SAB 101. Strong, broad-based
underlying performance in the Americas, Europe and Investment Management
segments was responsible for the majority of the growth, delivering $94.1
million in increased revenues. Europe, which overcame the adverse impacts
on reported revenues of the strong U.S. dollar against the euro and the
British pound, had a record breaking year with revenue growth of $46.5
million. The Investment Management segment, on the strength of exceptional
advisory fees, grew its revenues by 26.4%, or $22.7 million.

OPERATING EXPENSES

In 2000, the reported operating expenses before merger related
expenses increased by $155.2 million to $830.5 million, 23.0% more than the
1999 operating expenses before merger related expenses of $675.3 million.
Approximately $66.2 million of this increase resulted from including a full
12 months of the JLW operating expenses in 2000 as against ten months in
1999. There were increased personnel and occupancy costs to generate and
support the strong underlying growth in the business segments together with
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increased incentive compensation expense in 2000 to reflect the
significantly better business performance. Additionally, the Skandia joint
venture, which began operations in January 2000 and which is accounted for
on a consolidated basis, had expenses of $13.7 million. In both America
and Europe, a very competitive labor market resulted 1in increased
compensation costs through 2000. Finally, 2000 results included the full
year 1impact of the increases 1in personnel and office occupancy costs
related to the global infrastructure added to support the larger size of
the combined company, as well as the 1increased global management and
coordination costs associated with managing a global organization.

The merger related expenses represent primarily non-cash compensation
expense recorded as a result of shares issued to certain former employees
of JLW in connection with the merger as well as non-recurring transition
and integration costs. The transition and integration costs represent non-
capitalizable expenses such as rebranding, office consolidations and
information technology initiatives. There was a significant reduction in
merger related expenses from $151.4 million in 1999 to $85.8 million in
2000. This reduction resulted from the combination of two factors: (1)
1999 results included $49.8 million of integration and transition expense
whereas 2000 had none, and (2) 1999 results included $101.6 million of
stock compensation expense whereas 2000 included $85.8 million.

OPERATING INCOME

In 2000, the operating income before merger related expenses was $92.2
million as compared to operating income before merger related expenses of
$80.1 million in 1999, an increase of $12.1 million, or 15.1%. The
operating income before merger related expenses in 1999 included a one-time
gain of $7.5 million relating to the disposal of a construction management

subsidiary. In addition, the impact of including only ten months of the
JLW business increased 1999 operating income by $7.7 million as January and
February are loss making months. Finally, the impact of the adoption of

SAB 101 was to reduce 2000 operating income by $4.7 million. Excluding the
impact of the one-time gain and the adoption of SAB 101, and including a
full twelve months of JLW in 1999, operating income before merger related

expenses increased $32.0 million in 2000. Operating income, excluding
merger related charges, as a percentage of total revenue was 10.0% in 2000
compared to 10.6% in 1999. This is a function of the non-recurring items

discussed above.

Including the effect of merger related non-recurring charges, the
operating income in 2000 was $6.4 million as compared to an operating loss
in 1999 of $71.3 million.

INTEREST EXPENSE

Interest expense, net of interest income, increased by $9.0 million to
$27.2 million in 2000 from $18.2 million in 1999. This increase was a
result of an increase in the average level of debt outstanding, generally
increasing interest rates and the refinancing of a portion of the debt by
the Euro Notes at a fixed rate of interest of 9.0%. In particular, the
average debt 1level for 2000 was $325.6 million as compared to $301.7
million in 1999 which reflects additional borrowings made 1in the latter
half of 1999 to fund the integration and transition expenses incurred with
respect to the COMPASS acquisition and the JLW merger. The effective
average interest rate on borrowings in 2000 was 8.42% compared to 6.48% in
1999.
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PROVISION FOR INCOME TAXES

The provision for income taxes increased by $16.8 million in 2000 to

$22.1 million, from $5.3 million in 1999. The increase 1is primarily
attributable to the improved operating performance in 2000 together with
the lack of any merger-related integration and transition expenses. The

merger-related compensation expense associated with the issuance of shares
to certain former JLW employees is largely non-deductible for tax purposes.
Excluding the impact of merger-related compensation expense and non-
recurring transition and integration expense, the effective tax rate on
recurring operations reduced from 40.5% in 1999 to 37.8% in 2000. The
reduction in the effective tax rate 1is primarily due to ongoing tax
planning activities and the impact of earnings 1in Jjurisdictions with
marginal tax rates below the U.S. marginal rate.

NET EARNINGS (LOSS)

Net earnings, excluding the effect of merger related non-recurring
charges and a charge in 2000 for the cumulative effect of a change in
accounting principle related to the adoption of SAB 101, increased by $3.7
million from $36.8 in 1999 to $40.5 million in 2000. This increase
reflected better operational performance in 2000. The 1999 net earnings
included $4.5 million on an after-tax basis related to the one-time gain on
the disposal of our construction management subsidiary in 1996.
Additionally the 1999 net earnings were favorably impacted by $4.5 million
as a result of the inclusion of the JLW business for only ten months

(January and February are loss making months). Finally the 2000 net
earnings have been reduced by $2.9 million on an after-tax basis by the
implementation of SAB 101 in 2000. The increase 1in net earnings after

adjusting for these one-time items is $15.6 million, from $27.8 million in
1999 to $43.4 million in 2000.

Including the effect of merger related non-recurring charges and a
charge in 2000 of $14.2 million, on an after-tax basis, for the cumulative
effect of a change in accounting principle related to the adoption of SAB
101, the net loss in 2000 was $57.1 million. This figure compares to a net
loss of $94.8 million in 1999.

SEGMENT OPERATING RESULTS
AMERICAS

Revenue for the Americas region increased $28.6 million, or 9.7%, to
$324.3 million in 2000 compared to $295.7 million in 1999, which figure
included a gain of $7.5 million relating to the sale of a construction
management subsidiary in a leveraged buyout in December 1996. The region
experienced strong revenue performance across all its business units with
the Tenant Representation and Project Development Management units
significantly increasing revenues (by $15.3 million and $11.9 million,
respectively) as they expanded the success of the strategic alliance model.
New product offerings in the Retail group also resulted 1in revenue
increases. In July 2000, we exercised our option to repurchase LPI Service
Corporation for a nominal amount. LPI Service Corporation provides the
services of approximately 2,800 Jjanitorial, engineering and ©property
maintenance employees for certain properties we manage 1in the United
States. The costs of these employees are directly reimbursed by the
properties. This direct reimbursement has been netted against the costs of
these employees, and the remaining net fees received are recorded as
revenue. For the twelve months ended December 31, 2000, $7.6 million has
been recorded as revenue related to this business. The exception to the
strong performance 1in the region was the Capital Markets Group, where
transaction volumes, and therefore revenues, were adversely impacted by the
general economic environment, and in particular rising interest rates.
Through 2000, this group experienced a general slow down in the number and
pace of transaction closings and an 1increase 1n transaction Dbreakups
leading to increased remarketing initiatives and an increase in the time to
complete transactions. Finally, $3.7 million of the increase in revenue
was due to the inclusion of a full 12 months of the JLW business in 2000.

35



Operating expenses for the Americas region increased by $31.4 million,
or 11.8%, to $297.4 million in 2000 from $266.0 million in 1999. This
increase is attributable to an increase of $19.5 million in personnel costs
across the region and an increase of $8.3 million due to the inclusion of a
full 12 months of the JLW business in 2000. The increase in personnel
costs 1s primarily a result of increased incentive compensation and 1is
reflective of a return to more normalized incentive compensation levels for
the region in 2000 from the very low levels earned in 1999. This is due to
the substantial improvement in underlying business performance across the
region in 2000. In addition, compensation costs have been impacted by the
very tight labor market experienced in 2000. The cost reduction program
initiated in the second half of 1999 was successfully implemented during
2000 and has resulted 1in annualized <cost savings 1in excess of $15.0
million.

EUROPE

The Europe region reported revenues of $356.4 million in 2000, an

increase of $98.2 million, or 38%, on 1999 revenue of $258.2 million. The
inclusion of only ten months of the JLW business in the 1999 revenues was
the reason for $38.0 million of this increase in revenue. Another key

contributor to the increase was the commencement on January 1, 2000 of a
property management venture with Skandia Fastighet AB, the real estate
subsidiary of Sweden's leading insurance company (the "Skandia Jjoint
venture") . This venture, of which Jones Lang LaSalle owns 55%, established
Jones Lang LaSalle as one of the leading real estate services firms in the
Nordic region. This entity had revenues of $13.7 million in 2000 versus
none in 1999 and is accounted for on a consolidated basis.

Overall, the Europe region experienced strong, broad based business
growth with particularly strong growth in the United Kingdom, France,
Germany and Belgium. The Capital Markets Group had a very strong year with
several exceptional transactions including advising on the UK's largest
property i1nvestment portfolio sale for Aegon UK and Belgium's largest
single real estate company transaction for the AXA Group. The effect of
the strong transaction flow was partially offset by the strength of the US
dollar against the euro and the British pound.

Operating expenses for the region totaled $315.4 million in 2000, an
increase of $86.9 million, or 38.0% on 1999 operating expenses of $228.5
million. The inclusion of only ten months of the JLW business in the 1999
operating expenses was responsible for $38.8 million of the increase 1in
operating expenses. The Skandia joint venture discussed above had operating

expenses of $13.7 million in 2000 versus none in 1999. This entity is
accounted for on a consolidated Dbasis. The balance of the increase in
operating expenses 1is a result of higher personnel and office occupancy
costs. These costs are related to infrastructure and personnel added

during the course of 1999 to build a pan-European business infrastructure
and in anticipation of strong Dbusiness ©prospects throughout Europe,
together with increased compensation levels as a result of a competitive
labor market and increased incentive compensation costs as a result of the
strong performance in 2000.
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ASIA PACIFIC

Revenue for Asia Pacific totaled $135.1 million in 2000, an increase
of $14.7 million, or 12.2% on reported revenues of $120.4 million in 1999.
The majority of this increase ($15.7 million) was due to the impact of
including a full 12 months of the JLW business in 2000. The strength of
the U.S. dollar against the Australian dollar has meant that revenue growth
in Australia, a key market 1in the Asia Pacific region, has not been
reflected in the reported U.S. dollar revenues. The impact of the weak
Australian dollar has been to reduce U.S. dollar reported revenues for the
12 months by $7.3 million when compared to the rates in effect during the

same period last vyear. In addition, the Australian real estate market
experienced a slowdown in the latter half of 2000 as a result of a Goods
and Service Tax ("GST") introduced mid-year and the impact of the Sydney
Olympics on transaction activity. Within Asia, the pace of economic

recovery continues to wvary from country to —country with political
instability in Indonesia, Thailand and the Philippines also impacting
market conditions. The Hong Kong and Singapore businesses enjoyed strong
revenue performance, and there were also increased contributions from Japan
and India. During 2000, Japan increased revenue by $2.3 million as a
result of investments in building a Tenant Representation business and the
acquisition of a small property management company mid-year. India
reported increased revenues of $1.4 million.

Asia Pacific had operating expenses of $134.9 million in 2000, as
compared to $111.2 million in 1999, an increase of $23.7 million, or 21.3%.
The impact of including a full 12 months of the JLW business in 2000
increased operating expenses by $18.6 million. Operating expenses for the
region have increased by $4.9 million due to the development and
implementation of a regional business infrastructure for the Capital
Markets, Corporate Property Services and Tenant Representation Dbusiness

units to support the long-term growth potential for this region. Finally
the expansion of activities 1in Japan, Korea and India has increased the
operating cost base by $3.5 million compared to 1999. The cost base in

Australia was impacted by increased costs in connection with both preparing
for the introduction of the GST and a reorganization of the business onto a
national basis from a state structure. The impact of the weak Australian
dollar has been to reduce U.S. dollar reported operating expenses for the
12 months by $6.9 million when compared to the rates in effect during the
same period last year.

INVESTMENT MANAGEMENT

The Investment Management segment reported revenues of $108.8 million
in 2000, an increase of $23.8 million, or 28.0%, on the $85.0 million

reported in 1999. Important contributors to this increase were the
performance fees and equity earnings received in relation to the partial
ligquidation of the segment's French investment fund. Fees and equity
earnings recognized from the partial liquidation of this fund in 2000
totaled $10.3 million. This fund was structured in such a manner that the
performance 1incentive fee 1is received as a preferred distribution of
earnings. Consequently for financial reporting purposes, the fee 1is
classified as equity earnings rather than advisory fees. There were also

advisory fees and equity earnings of $4.6 million from the Euro 5 and
Income & Growth II Funds launched during the final part of 1999. Finally,
there were other incentive fees incremental to 1999 of $11.5 million.

Operating expenses for Investment Management increased by $11.2
million, or 15.3%, to $84.6 million from $73.4 million. The increases were
primarily attributable to increased incentive compensation consistent with
performance, together with an increase in personnel and occupancy costs

related to new hires for various product launches. In particular, in 2000,
the segment incurred costs of approximately $1.0 million in opening and
maintaining offices in Singapore, Japan and Germany. Compensation costs

were also impacted by the very tight labor market experienced in 2000.
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CONSOLIDATED CASH FLOWS
CASH FLOWS FROM OPERATING ACTIVITIES

During 2001, cash flows provided by operating activities totaled $54.1
million compared to cash provided during 2000 of $140.3 million. The cash
flows provided by operating earnings can be further divided into cash
generated from operations of $73.7 million (compared to $100.9 million in
2000) and cash used in balance sheet movements (primarily working capital)
of $19.6 million (compared to cash generated of $39.4 million in 2000).
The decline in cash provided from operations is largely as a result of a
significant portion of the 2001 non-recurring charges being cash related
expenses, as opposed to the merger-related non-recurring stock compensation
expense and the cumulative effect of change in accounting principle in 2000
being non-cash expenses. The decline in cash flows from changes in working
capital of $59.0 million is because we accrued higher incentive
compensation at December of 2000, which was then paid in 2001, as compared
to the amounts we accrued at December of 1999 and paid in 2000. In
addition, we had significantly lower incentive compensation accruals at
December of 2001 as compared to December of 2000 which also contributes to

the cash used in working capital. Also contributing to the decline in cash
flows year over year from changes in working capital was the U.S. Federal
tax refund of $13.5 million that we collected in 2000. Partially

offsetting the decline in cash flows from changes in working capital is the
increase in cash provided by receivables of $9.7 million, which reflects
our continued focus our working capital management.

During 2000, cash flows provided by operating activities totaled $140.3
million compared to cash flows used in operating activities in 1999 of
$18.2 million, an improvement of $158.5 million. The cash flows provided
by operating earnings in 2000 can be further divided into cash generated
from operations of $100.9 million (compared to $45.7 million in 1999) and
cash provided by Dbalance sheet movements (primarily working capital
management) of $39.4 million (compared to a use of $63.9 million in 1999).
The improvement of cash generated from operating earnings of $55.2 million
reflects the improved business performance in 2000, together with the fact
that 1999 included significant merger-related integration and transition
expenses. During 2000, we made considerable efforts to improve our working
capital management, particularly in the area of receivables. The
improvement of $103.3 million in the balance sheet changes is primarily the
result of that focus together with the impact of the collection in 2000 of
the U.S. Federal Tax refund of $13.5 million.

CASH FLOWS USED IN INVESTING ACTIVITIES

We used $32.5 million in investing activities in 2001, which was a
reduction in cash used of $34.1 million from the $66.6 million used in

2000. This reduction was the combination of reduced investment in fixed
assets of $10.0 million, and $7.9 million in other investments (primarily
e-commerce) . In addition, there was a net inflow of $8.7 million from our

investment 1in real estate ventures in 2001 versus a net outflow of $7.4
million in 2000.

We used $66.6 million in investing activities in 2000, a reduction of
$14.3 million from 1999's figure of $80.9 million. This reduction was as a
result of the JLW merger net cash use of $37.3 million in 1999 offset by
increased investment 1in fixed assets in 2000 of $9.0 million, and an
increase 1in 2000 in other investments (primarily e-commerce) of $10.3
million. Finally, the net investment in real estate ventures in 2000 was
$7.4 million compared to $3.7 million in 1999.
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CASH FLOWS USED IN / PROVIDED BY FINANCING ACTIVITIES

In 2001, $30.0 million was used in financing activities as debt was
paid-down and we repurchased and cancelled shares of our common stock. In
2000, we wused $78.2 million in financing activities to fund Dboth the
repayment of debt and the costs of issuing the Euro Notes.

LIQUIDITY AND CAPITAL RESOURCES

Historically, we have financed our operations, acquisitions and co-
investment activities with internally generated funds, our common stock and
borrowings under our credit facilities. During the first half of 2000, our
unsecured credit agreement totaled $425 million, which consisted of a $250
million revolving facility maturing in October 2002 and a $175 million term

facility that was scheduled to mature on October 15, 2000. On July 26,
2000, we closed our offering of the Euro Notes, receiving net proceeds of
$148.6 million, which were used to pay-down the term facility. On August

29, 2000, the remaining borrowings under the term facility were fully
repaid wusing proceeds from the revolving credit facility, and the term
facility was terminated. On September 21, 2001, we increased our unsecured
credit agreement from $250 million to $275 million, reduced the number of
participating banks to 11 from 14 and extended the maturity date from the
original due date of October 2002 to September 2004.

As of December 31, 2001, we have a $275 million revolving credit
facility for working capital needs, investments and acquisitions. We also
have outstanding the Euro Notes of euro 165 million and, under the terms of
the revolving credit facility, the authorization to borrow up to $50
million under local overdraft facilities. As of December 31, 2001, there
was $59.9 million outstanding under the revolving credit facility, euro 165
million ($146.8 million) of borrowings under the Euro Notes and short-term
borrowings of $15.5 million.

Certain of our subsidiaries guarantee the revolving credit facility
and the Euro Notes (the "Facilities"). With respect to the revolving
credit facility, we must maintain a certain level of consolidated net worth
and minimum interest coverage, liquidity and funded debt to EBITDA ratios.
As part of the global restructuring initiative, we obtained the approval of
our bank group to vary certain of these ratios to reflect the non-recurring

charges. In addition, we are restricted from, among other things,
incurring certain 1levels of indebtedness to 1lenders outside of the
Facilities and disposing of a significant portion of our assets. Lender
approval 1s required for certain levels of co-investment. There are no
covenants or triggers related to a change in credit rating or a material
adverse change. The revolving credit facility bears variable rates of
interest based on market rates. We are authorized to use interest rate

swaps to convert a portion of the floating rate indebtedness to a fixed
rate, however none were used 1in 2001 and none were outstanding as of
December 31, 2001. The effective interest rate on the Facilities was 7.48%
for 2001 (versus 8.42% in 2000).

We have additional access to liquidity via various interest-bearing
overdraft facilities and short-term credit facilities of subsidiaries in
Europe and Asia Pacific. Of the $50 million authorized under the revolving
credit facility for local overdraft borrowings, we have facilities totaling
$37.5 million, of which $8.4 million was outstanding as of December 31,
2001.

We believe that the revolving credit facility, together with the Euro
Notes, local borrowing facilities and cash flow generated from operations
will provide adequate liquidity and financial flexibility to meet working
capital requirements.
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We expect to continue to pursue co-investment opportunities with our
investment management clients 1in the Americas, Europe and Asia Pacific.
Co-investment remains very important to the continued growth of Investment
Management, which would 1likely be negatively impacted if a substantial
decrease in co-investment activity were to occur. As of December 31, 2001,
there were total investments of $56.9 million in 24 separate property or
fund co-investments, with additional capital commitments of $93.4 million

for future fundings of co-investments. The net co-investment funding for
2002 is anticipated to be $20 million (planned co-investment less return of
capital from ligquidated co-investments). With respect to certain co-
investment indebtedness, we also had repayment guarantees outstanding at
December 31, 2001 of $6.8 million. Included in the $6.8 million are

residential land co-investment indebtedness guarantees of $3.7 million,
which are offset by a cross guarantee from another investor in the amount

of $2.0 million. The $93.4 million of capital commitment includes a
commitment of $91.1 million to LaSalle Investment Limited Partnership
("LILP"™). We expect that LILP will draw down on our commitment over the
next three to five years as it enters into new commitments. LILP is a
49.5% owned English limited partnership that is intended to be our co-
investment vehicle for substantially all new co-investments. As discussed

more fully in Note 8 to the financial statements, at December 31, 2001,
LILP has unfunded capital commitments of $42.3 million for future fundings
of co-investments.

Capital expenditures are anticipated to be $30 million for 2002,
primarily for ongoing improvements to computer hardware and information
systems, office renewals and expansions.

We have obligations and commitments to make future payments under
contracts in the normal course of business, for example:

Future minimum lease payments, as follows, due in each of the next
five years ended December 31 and thereafter ($ in thousands) :

Operating Capital
Leases Leases

2002 e e e e e $ 39,083 S 666
2003 Ce e e e e 32,773 630
2004 e e e e e 25,205 398
2005 Ce e e e e 16,425 373
2006 e e e e e 13,071 93
Thereafter e e 16,927 52
$143,484 2,212

The total of minimum rentals to be received in the future under
non-cancelable operating subleases as of December 31, 2001 was
$11.9 million.

Interest and principle payments on outstanding borrowings. The
amount of borrowings against our $275 million revolving credit
facility fluctuates based on our level of borrowing needs. There is
no set repayment schedule with respect to the revolving credit
facility, however this facility expires in September 2004. The fixed
9% Euro Notes have an outstanding principle balance of euro 165
million ($146.8 million as of December 31, 2001), and are due in
2007. Interest payments are due on June 15th and December 15th of
each year.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Information regarding market risk is included in Item 7. Management's
Discussion and Analysis of Financial Condition and Results of Operations
under the caption "Market and Other Risk Factors" and 1is incorporated by
reference herein.

DISCLOSURE OF LIMITATIONS

As the information presented above includes only those exposures that
exist as of December 31, 2001, it does not consider those exposures or
positions which could arise after that date. The information represented
herein has limited predictive wvalue. As a result, the ultimate realized
gain or loss with respect to interest rate and foreign currency
fluctuations will depend on the exposures that arise during the period, the
hedging strategies at the time and interest and foreign currency rates.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Page
JONES LANG LASALLE INCORPORATED
CONSOLIDATED FINANCIAL STATEMENTS
Management's Statement of Responsibility for
Financial Information . . . . . . . . . . . . .+ . . . . ... 43
Report of KPMG LLP, Independent Auditors' Report Ce e e e e 44
Consolidated Balance Sheets as of
December 31, 2001 and 2000 e e e e e e e e e e e e e e 45
Consolidated Statements of Earnings
For the Years Ended December 31, 2001, 2000 and 1999 ce e e 47
Consolidated Statements of Stockholders'
Equity For the Years Ended December 31,
2001, 2000 and 1999 . . . . . .00 e e e e e e e e e e 49
Consolidated Statements of Cash Flows
For the Years Ended December 31, 2001, 2000 and 1999 e e 53
Notes to Consolidated Financial Statements e e e e e e e 55
Quarterly Results of Operations (Unaudited) . . . . . . . . . . . 103
SCHEDULES SUPPORTING THE CONSOLIDATED FINANCIAL STATEMENTS:
IT - Valuation and Qualifying Accounts Ce e e e e e e e e e 106

All other schedules have been omitted since the required information
is presented in the financial statements and related notes or 1s not
applicable.
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MANAGEMENT'S STATEMENT OF RESPONSIBILITY FOR FINANCIAL INFORMATION

The management of Jones Lang LaSalle Incorporated and its subsidiaries
(Jones Lang LaSalle) has the responsibility for preparing the accompanying
consolidated financial statements and for their integrity and objectivity.
The statements were prepared 1n accordance with accounting principles

generally accepted in the United States of America. The financial
statements include amounts that are based on management's best estimates
and Jjudgments. Management also prepared the other information 1in the

December 31, 2001 Annual Report filed on Form 10-K and is responsible for
its accuracy and consistency with the financial statements.

Jones Lang LaSalle's financial statements have been audited by KPMG
LLP, independent auditors elected by the shareholders. As part of its
audit of Jones Lang LaSalle's financial statements, KPMG LLP considered
Jones Lang LaSalle's internal control structure in determining the nature,
timing and extent of audit tests to be applied. The opinion of the
independent auditors, based upon their audits of the consolidated financial
statements, is contained in this Form 10-K.

Jones Lang LaSalle has established and maintains a system of internal
controls to safeguard assets against loss or unauthorized use and to ensure
the proper authorization and accounting for all transactions. This system
includes appropriate reviews by Jones Lang LaSalle's Internal Audit Group
and management as well as written policies and procedures that are
communicated to employees with significant roles in the financial reporting
process and updated as necessary. The Internal Audit Group is assisted by
PricewaterhouseCoopers.

The Board of Directors, through its Audit Committee, 1s responsible
for ensuring that both management and the independent auditors fulfill
their respective responsibilities with regard to the financial statements.
The Audit Committee, composed entirely of directors who are not officers or
employees of Jones Lang LaSalle, meets periodically with both management
and the independent auditors to assure that each 1is carrying out its
responsibilities. The independent auditors and Jones Lang LaSalle's
Internal Audit Group have full and free access to the Audit Committee and
meet with 1it, with and without management present, to discuss matters
including auditing, financial reporting and internal controls.

Management also recognizes its responsibility for fostering a strong
ethical climate so that Jones Lang LaSalle's affairs are conducted

according to high standards of conduct. This responsibility is
characterized and reflected in Jones Lang LaSalle's Code of Business
Ethics, which is publicized throughout Jones Lang LaSalle. The Code of

Business Ethics addresses, among other things, avoidance of potential
conflicts of interest and compliance with domestic and foreign laws,
including those relating to financial disclosure.

STUART L. SCOTT CHRISTOPHER A. PEACOCK
Chairman of the President and

Board of Directors Chief Executive Officer
LAURALEE E. MARTIN NICHOLAS J. WILLMOTT
Executive Vice President Senior Vice President and
and Chief Financial Officer Global Controller
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INDEPENDENT AUDITORS' REPORT

The Stockholders and
Board of Directors of
Jones Lang LaSalle Incorporated:

We have audited the accompanying consolidated financial statements of
Jones Lang LaSalle Incorporated and subsidiaries as listed in the
accompanying index. In connection with our audits of the consolidated
financial statements, we have also audited the financial statement schedule
as listed in the accompanying index. These consolidated financial
statements and financial statement schedule are the responsibility of Jones
Lang LaSalle's management. Our responsibility is to express an opinion on
these consolidated financial statements and financial statement schedule
based on our audits.

We conducted our audits 1in accordance with auditing standards
generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the consolidated financial statements referred to
above present fairly, in all material respects, the financial position of
Jones Lang LaSalle Incorporated and subsidiaries as of December 31, 2001
and 2000, and the results of their operations and their cash flows for each
of the years 1in the three-year period ended December 31, 2001, in
conformity with accounting principles generally accepted in the United
States of America. Also, in our opinion, the related financial statement
schedule, when considered in relation to the basic consolidated financial
statements taken as a whole, presents fairly, in all material respects, the
information set forth therein.

As discussed 1in note 16 to the consolidated financial statements, Jones
Lang LaSalle Incorporated and subsidiaries changed their method of
accounting for certain lease commission revenue in 2000.

/S/ KPMG LLP

Chicago, Illinois
January 31, 2002,
except as to note 18
which is as of March 28, 2002
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<table>
JONES LANG LASALLE INCORPORATED

CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2001 AND 2000
($ in thousands, except share data)

<caption>

<s>
ASSETS
Current assets:
Cash and cash equivalents
Trade receivables, net of allowances of $6 305 and $9 261 in
2001 and 2000, respectively
Notes receivable and advances to real estate ventures
Other receivables
Prepaid expenses
Deferred tax assets
Other assets

Total current assets

Property and equipment, at cost, less accumulated
depreciation of $102,401 and $76,427 in
2001 and 2000, respectively .

Intangibles resulting from business acqulsltlons and JLW merger,
net of accumulated amortization of $57,957 and $43,028
in 2001 and 2000, respectively

Investments in real estate ventures

Other investments .

Long-term receivables, net

Prepaid pension asset

Deferred tax assets

Debt issuance costs

Other assets, net

45

$ 10,446

222,590
3,847
9,553

11,802
16,935
11,340

286,513

92,503

328,169
56,899
17,375
14,384
25,770

5,407
8,707

18,843

244,201
4,286
6,655

10,811
23,959
12,306

321,061

90,306

350,129
74,565
12,884
23,136
18,730
12,317

4,848
6,069



JONES LANG LASALLE INCORPORATED

CONSOLIDATED BALANCE SHEETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Accounts payable and accrued liabilities
Accrued compensation
Short-term borrowings
Deferred tax liabilities
Other liabilities

Total current liabilities

Long-term liabilities:
Credit facilities ..
9% Senior Notes, due 2007
Deferred tax liabilities
Other

Total liabilities
Commitments and contingencies
Minority interest in consolidated subsidiaries

Stockholders' equity:
Common stock, $.01 par value per share,
100,000,000 shares authorized;
30,183,450 and 30,700,150 shares issued and
outstanding as of December 31,
Additional paid-in capital
Deferred stock compensation
Retained deficit
Stock held in trust Coe .
Accumulated other comprehen51ve income

Total stockholders' equity

<fn>

2001 and 2000,

respectively

See accompanying notes to consolidated financial statements.

</table>
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CONTINUED

$116,968
131, 680
15,497
23
23,467

287,635

59,854
146,768
6,567
19,733

520,557

789

302
463,926
(6,038
(122,521

111,738
170,323
8,836
226
16,583

307,706

85,565
155,546
9,547
22,776

581,140

567

307
461,272
(4,322)
(107,110)
)
)



<table>
JONES LANG LASALLE INCORPORATED
CONSOLIDATED STATEMENTS OF EARNINGS

YEARS ENDED DECEMBER 31, 2001, 2000 AND 1999
($ in thousands, except share data)

<caption>
2001 2000 1999
<s> <c> <c> <c>
Revenue:
Fee based services .. e e $ 865,860 900,844 736,042
Equity in earnings from unconsolldated ventures N 8,560 16,693 6,218
Gain on sale of business e, -- -- 7,502
Other income e e e e e e e e e e e e e e e e 7,256 5,171 5,677
Total revenue . . . . . . . . . o oo o000 881,676 922,708 755,439
Operating expenses:
Compensation and benefits, excluding non-recurring
and restructuring charges . . S, 545,609 581,322 477,658
Operating, administrative and other, excluding
non-recurring and restructuring charges . . . . . . . 198,456 206,062 161,007
Depreciation and amortization . . e e e e e 47,420 43,1206 36,676
Non-recurring and restructuring charges
Compensation and benefits . . . e e e e e e e 40,120 85,795 126,178
Operating, administrative and other S, 37,112 -— 25,223
Total operating expenses Ce e e e e e e e 868,717 916,305 826,742
Operating income (loss) . . . . . .+ .« .« .+ o o+ . o o .. 12,959 6,403 (71,303)
Interest expense, net of interest income e e e e e 20,156 27,182 18,211
Loss before provision for income taxes
and minority interest . . . . . . . . . . . . . . .. (7,197) (20,779) (89,514)
Net provision for income taxes e e e e e e e e e e 7,986 22,053 5,328
Minority interest in earnings (losses)
of subsidiaries . . . . . . . . . . . 0. o 0.0l 228 (21) --
Net loss before cumulative effect of change in
accounting principle .. . I (15,411) (42,811) (94,842)
Cumulative effect of change in accountlng prrncrple Coe . -- (14,249) --
Net loss e e e e e e e e e e e e e e e e e e e e S (15,411) (57,060) (94,842)
Other comprehensive income (loss), net of tax:
Foreign currency translation adjustments e e e e $ (2,218) (18,509) 23
Comprehensive income (loss) . . . . . . . . . . S (17,629) (75,569) (94,819)

47



JONES LANG LASALLE INCORPORATED

CONSOLIDATED STATEMENTS OF EARNINGS - CONTINUED

Basic loss per common share before
cumulative effect of change in accounting
principle . . . . . . . . . . . . ...

Cumulative effect of change in accounting
principle . . . . . . . .

Basic loss per common share

Basic weighted average shares outstanding

Diluted loss per common share before
cumulative effect of change in accounting
principle Ce e e e e e e e e e e e e e e e e
Cumulative effect of change in accounting principle
Diluted loss per common share

Diluted weighted average shares outstanding

<fn>

2001

$ (0.51)
$ -
$ (0.51)

30,016,122
$ (0.51)
$ -
$ (0.51)

See accompanying notes to consolidated financial statements.

</table>
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<table>

CONSOLIDATED STATEMENTS OF STOCKHOLDERS'

FOR THE YEARS ENDED DECEMBER 31,
($ in thousands,

<caption>

Common Stock

<s>
Balances at
December 31, 1998 16,264,176
Net loss e e -= -=
Shares issued in
connection with:
Stock option
plan Coe .
Stock purchas
programs
Share activity
related to JLW
merger:
Shares issued
at closing
Adjustment shares
subsequently
retained
ESOT shares
allocated Ce . -= -=
Stock compensation
adjustments . . . -- --
Amortization of
deferred stock
compensation .. -- --
Cumulative effect
of foreign
currency
translation
adjustments . . . -- --

21,292 -

199,587 2

14,254,116 143

(453,699)

Additi-
tional

Paid-In
Capital

123,543

495

3,695

355,233

(8,462)
1,597

(33,402)

Unallo-
cated
ESOT

Shares
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JONES LANG LASALLE INCORPORATED

EQUITY

except share data)

2001, 2000 AND 1999
Accumu-
lated
Other
Deferred Compre-
Stock Retained Shares hensive
Compen- Earnings Held in Income
sation (Deficit) Trust (Loss)
<c> <c> <c> <c>
-= 44,792 -= 1,074
-= (94,842) -= -=
(160,253) -= -- -=
27,906 -= -= -=
62,241 -— -- -—
-= -= -= 23

169,572

(94,842)

495

3,697

195,114

(8,467)
1,599

(5,496)

62,241



Balances at
December 31,
1999

Net loss ..
Shares issued in
connection with:
Stock option
plan . . . . .
Amortization of
shares issued
in connection
with stock
option plan
Stock purchase
programs
Shares held in
trust .
Share activity
related to JLW
merger:
Adjustment shares
subsequently
retained
ESOT shares
allocated
Shares repur-
chased for
payment of taxes
on ESOT shares
allocated
Stock compensation
adjustments
Amortization of
deferred stock
compensation

CONSOLIDATED STATEMENTS OF STOCKHOLDERS'

Common Stock

30,285,472

461,250

255,237

(372)

(301,437)

Additi-
tional

Paid-In
Capital

5,674

(141)

9,900

(4,037)

2,798

Unallo-

cated
ESOT
Shares
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JONES LANG LASALLE INCORPORATED

Deferred
Stock

Compen-
sation

(5,679)

(2,375)

72,481

EQUITY

- CONTINUED
Accumu-
lated
Other
Compre-
Retained Shares hensive
Earnings Held in Income
(Deficit) Trust (Loss)
(50,050) - 1,097
(57,060) -= -=

1,357
4,381

(397)

(141)

9,907

(4,040)

423

72,481



Cumulative effect
of foreign
currency
translation
adjustments

Balances at
December 31, 2000
Net loss ..

Shares issued in
connection with:
Stock option
plan . . .
Other stock
option plan
adjustments
Amortization of
shares issued
in connection
with stock
option plan
Reduction in
deferred stock
compensation
rights outstand-
ing . . . . .
Stock purchase
programs . . .
Amortization of
shares issued in
connection with
stock purchase
programs

CONSOLIDATED STATEMENTS OF STOCKHOLDERS'

Common Stock

30,700,150

6,001

(461,249)

480,235

307

Additi-
tional

Paid-In
Capital

461,272

117

(739)

11,102

Unallo-
cated
ESOT

Shares
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JONES LANG LASALLE INCORPORATED

Deferred
Stock

Compen-
sation

1,178

739

(5,528)

1,895

EQUITY

- CONTINUED

Accumu-

lated

Other

Compre-

Retained Shares hensive

Earnings Held in Income
(Deficit) Trust (Loss) Total
-- -- (18,509) (18,509)
(107,110) (397) (17,412) 332,338
(15,411) -- -- (15,411)

1,178

5,578

1,895



JONES LANG LASALLE INCORPORATED

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY - CONTINUED

Accumu-
lated
Other
Additi- Unallo- Deferred Compre-
Common Stock tional cated Stock Retained Shares hensive
——————————————————— Paid-In ESOT Compen- Earnings Held in Income
Shares Amount Capital Shares sation (Deficit) Trust (Loss) Total
Shares repurchased
for payment of
taxes on shares
issued pursuant
to stock purchase
programs . . . . (67,725) (1) (893) -- -- -— -- -— (894)
Shares held in
trust . . . .. -- -- -- -- -- -- (1,460) -- (1,460)

Distribution of

shares held in

trust . . . . . . -- -- -- -- -- -- 199 -- 199
Shares repurchased

under share repur-

chase program . . (473,962) (4) (6,938) -- -- -— -- -— (6,942)
Cumulative effect

of foreign

currency

translation

adjustments . . . -— -- -— -- -- -— -- (2,217) (2,217)

Balances at

December 31, 2001 . 30,183,450 $302 463,926 - (6,038) (122,521) (1,658) (19,630) 314,381
<fn>
See accompanying notes to consolidated financial statements.
</table>

52



<table>

JONES LANG LASALLE INCORPORATED

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2001,

($ in thousands)
<caption>

<s>
Cash flows from operating activities:
Cash flows from earnings:
Net loss . .
Reconcrllatlon of net loss to net cash provrded by earnlngs:
Cumulative effect of change in accounting prlncrple
Depreciation and amortization . ..
Equity in earnings and gain on sale from uncon-
solidated ventures .
Operating distributions from real estate ventures
Provision for loss on receivables and other assets
Stock compensation expense .
Amortization of deferred compensatlon
Amortization of debt issuance costs

Net cash provided by earnings

Cash flows from changes in working capital:
Receivables .
Prepaid expenses and other assets .
Deferred tax assets and income tax refund recelvable
Accounts payable, accrued liabilities and accrued
compensation

Net cash flows from changes in working capital
Net cash provided by (used in) operating activities

Cash flows used in investing activities:
Net capital additions--property and equipment
Cash balances assumed in Jones Lang Wootton merger,
net of cash paid and transaction costs .
Other acquisitions and investments, net of cash acqulred
and transaction costs
Investments in real estate ventures
Capital contributions and advances to real estate ventures
Distributions, repayments of advances and sale of
investments

Net cash used in investing activities

53

2000 AND 1999

(57,060)

14,249
43,126

(16,693)
18,126
5,464
85,795
6,474
1,444

140,340

(45,804)

(94,842)

36,676

(6,218)
4,140
2,744

101,143
2,070



JONES LANG LASALLE INCORPORATED

CONSOLIDATED STATEMENTS OF CASH FLOWS - CONTINUED

2001
Cash flows provided by (used in) financing activities:
Proceeds from borrowings under credit facilities 340,635
Repayments of borrowings under credit facilities Ce . (361,723)
Proceeds from issuance of bonds, net of financing costs N --
Shares repurchased for payment of taxes on stock awards (4,118)
Shares repurchased under share repurchase program . (6,942)
Common stock issued under stock option plan and stock purchase
programs e e e e e e e e e e e e e e e e e e e e e e 2,197
Net cash provided by (used in) financing activities (29,951)
Net increase (decrease) in cash and cash equivalents Ce e e (8,397)
Cash and cash equivalents, January 1 Ce e e e e e e e e e 18,843
Cash and cash equivalents, December 31 Ce e e e e e e e $ 10,446
Supplemental disclosure of cash flow information:
Cash paid during the period for:
Interest .. e e e e e e e e e e e e e e e e e $ 21,140
Taxes, net of refunds Ce . e e e e e e e 23,647
Non-cash investing and flnanc1ng act1v1t1es
Acquisitions and merger:
Shares issued in connection with merger and acquisition . . . S --
Fair value of assets acquired . . . . . . . . . . . o . . . . (863)
Fair value of liabilities assumed . . . . . . . . . . . . . . 667
Goodwill e e e e e e e e e e e e e e e e e e (88)
Cash paid, net of cash balances assumed . . . . . . . . . $ (284)
<fn>
See accompanying notes to consolidated financial statements.
</table>
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262,581
(490,566)

148,596
(816)

326,004

20,448
20,763

141,918
(218,514)
187,972
(151, 694)



JONES LANG LASALLE INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(in millions, except where otherwise noted)

(1) ORGANIZATION

Jones Lang LaSalle Incorporated ("Jones Lang LaSalle" which may be
referred to as we, us, our or the Company), was incorporated in 1997, and
its operations presently include the businesses previously known as LaSalle
Partners (founded in 1968) and Jones Lang Wootton (founded in 1873). We
are a leading provider of integrated real estate services and solutions to
real estate owners, occupiers and investors around the world. We serve our
client's real estate needs locally, regionally and globally from offices in
over 100 markets in 33 countries on five continents, with approximately
13,700 employees, 1including over 6,500 directly reimbursable property

maintenance employees. Our breadth of services include space acquisition
and disposition, facilities and property management, project and
development services, leasing, buying and selling properties, consulting
and capital markets expertise. We also provide investment management on a
global basis for both public and private assets through LaSalle Investment
Management, our investment management business. Our services are enhanced
by our strong research capabilities, our technology platforms, and our
strategic solutions approach with our clients. The ability to provide this

network of services around the globe was solidified effective March 11,
1999 with the merger of the business of the Jones Lang Wootton companies

("JLW") with those of LaSalle Partners Incorporated ("LaSalle Partners").
In connection with this merger, the name of the company was changed from
LaSalle Partners Incorporated to Jones Lang LaSalle Incorporated (see
Note 3).

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of Jones
Lang LaSalle and its majority-owned-and-controlled partnerships and
subsidiaries. All material intercompany balances and transactions have been
eliminated in consolidation.

USE OF ESTIMATES

The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires us
to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting periods. Actual results could
differ from those estimates.

CASH HELD FOR OTHERS

We control certain cash and cash equivalents as agents for our
investment and property management clients. Such amounts are not included
in our Consolidated Balance Sheets.

STATEMENT OF CASH FLOWS

Cash and cash equivalents include demand deposits and investments in
U.S. Treasury instruments (generally held as available for sale) with
maturities of three months or less. The combined carrying value of such
investments of $1.5 million and $1.6 million at December 31, 2001 and 2000,
respectively, approximates their market wvalue.
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JONES LANG LASALLE INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

IMPAIRMENT OF LONG-LIVED ASSETS

We review long-lived assets and certain identifiable intangibles for
impairment whenever events or a change in circumstances indicate that the
carrying amount of an asset may not Dbe recoverable. We measure the
recoverability of assets to be held and used by a comparison of the
carrying amount of an asset to future net cash flows expected to be
generated by the asset. If such assets are considered to be impaired, we
measure the impairment to be recognized by the amount by which the carrying
value of the assets exceeds the fair value of the assets. Assets to be
disposed of are reported at the lower of the carrying amount or fair value
less costs to sell.

INVESTMENTS IN REAL ESTATE VENTURES AND OTHER CORPORATIONS

We have non-controlling ownership interests in various real estate
ventures with interests generally ranging from less than 1% to 49.5% which

are generally accounted for using the equity method of accounting. In
instances where we exercise temporary control over co-investments, such
investments are accounted for under the equity method. These investments

are discussed in Note 8.

We have made investments in certain high technology and e-commerce
related private corporations. These investments are for less than 20% of
the voting stock of the corporations and we are not able to exercise
significant influence over the operating and financial policies of these
corporations. Such investments are accounted for under the cost method.
We determined that these investments were impaired and have taken charges
of $18.0 million during 2001. This is discussed further in Note 6.

INTANGIBLES RESULTING FROM BUSINESS ACQUISITIONS AND JLW MERGER

Through December 31, 2001, intangibles resulting from Dbusiness
acquisitions and the JLW merger were amortized on a straight-line basis
over the estimated 1lives (generally eight to 40 vyears) of the related
assets. Beginning January 1, 2002, pursuant to the issuance of Statement
No. 142, Goodwill and Other Intangible Assets ("SFAS 142") by the Financial
Accounting Standard Board, we will cease the amortization of goodwill and
intangible assets with indefinite wuseful 1lives, but will continue to
amortize intangible assets with definite useful 1lives. We periodically
evaluate the recoverability of the carrying amount of intangibles resulting
from business acquisitions and mergers by assessing whether any impairment
indications are present, including substantial recurring operating deficits
or significant adverse changes in legal or economic factors that affect the
businesses acquired. If such analysis indicates impairment, the intangible
asset would be adjusted in the period such changes occurred based on its
estimated fair value, which is derived from the expected cash flow of the
businesses. For a more detailed discussion of the effects of SFAS 142 see
section titled "Accounting for Business Combinations, Goodwill and Other
Intangible Assets" below.

DEBT ISSUANCE COSTS
Costs incurred in the connection with the issuance of debt are

capitalized and amortized over the periods to which the underlying debt is
outstanding.
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JONES LANG LASALLE INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
FAIR VALUE OF FINANCIAL INSTRUMENTS

Our financial instruments include cash and cash equivalents,
receivables, accounts payable, notes payable and foreign currency exchange

contracts. The estimated fair wvalue of <cash and cash equivalents,
receivables and payables approximates their carrying amounts due to the
short maturity of these instruments. The estimated fair wvalue of our
revolving credit facility and short-term borrowings approximates their
carrying value due to their variable interest rate terms. The fair wvalue
of the Euro Notes was euro 173.2 million, or $154.1 million which was the
mid-market value as of December 31, 2001. The fair wvalue of forward

foreign currency exchange contracts 1s estimated by wvaluing the net
position of the contracts using the applicable spot rates and forward rates
as of the reporting date.

FOREIGN CURRENCY TRANSLATION

The financial statements of our subsidiaries located outside the
United States, except those subsidiaries located in highly inflationary
economies, are measured using the 1local currency as the functional
currency. The assets and liabilities of these subsidiaries are translated
at the rates of exchange at the Dbalance sheet date with the resulting
translation adjustments included in the Dbalance sheet as a separate
component of stockholders' equity (accumulated other comprehensive income)
and in the statement of earnings (other comprehensive income - foreign
currency translation adjustments). Income and expense are translated at
average monthly rates of exchange. Gains and losses from foreign currency
transactions are included in net earnings. For subsidiaries operating in
highly inflationary economies, the associated gains and losses from balance
sheet translation adjustments are included in net earnings.

DERIVATIVES AND HEDGING ACTIVITIES

On January 1, 2001, we adopted SFAS No. 133, "Accounting for
Derivative Instruments and Hedging Activities," as amended by SFAS No. 138,
"Accounting for Certain Derivative Instruments and Certain Hedging
Activities." SFAS No. 133, as amended, established accounting and
reporting standards for derivative instruments that requires us to
recognize all derivatives as either assets or liabilities in our
consolidated balance sheet and to measure those instruments at fair value.
Additionally, the fair value adjustments will affect either stockholders'
equity or net income depending on whether +the derivative instrument
qualifies as a hedge for accounting purposes and, if so, the nature of the
hedging activity.

In the normal course of Dbusiness, we use derivative financial
instruments to manage foreign currency risk. At December 31, 2001, we had
forward exchange contracts in effect with a notional wvalue of $108.2
million and a market value of ($159,000). In the past, we have also used
interest rate swap agreements to limit the impact of changes in interest
rates on earnings and cash flows. We did not enter into any interest rate
swap agreements during 2001, and there were no such agreements outstanding
as of December 31, 2001.

We require that hedging derivative instruments be effective 1in
reducing the exposure that they are designated to hedge. This
effectiveness 1s essential to qualify for hedge accounting treatment. Any
derivative instrument wused for risk management that does not meet the
hedging criteria is marked-to-market each period with changes in unrealized
gains or losses recognized currently in earnings.
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JONES LANG LASALLE INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

We wuse foreign currency forward contracts as a means of hedging
exposure to foreign currency transactions. SFAS 133 requires that
unrealized gains and losses on these derivatives be recognized currently in
earnings. The gain or loss on the re-measurement of the foreign currency
transactions being hedged is also recognized in earnings. The net impact
on our earnings during 2001 of the unrealized loss on foreign currency
contracts, offset by the gain resulting from re-measurement of foreign
currency transactions, was not significant.

The effect of implementing SFAS 133 did not have a material impact on
our consolidated financial statements.

We do not enter into derivative financial instruments for trading or
speculative purposes.

ACCOUNTING FOR BUSINESS COMBINATIONS, GOODWILL AND OTHER INTANGIBLE
ASSETS

In July 2001, the FASB issued Statement No. 141, Business
Combinations, ("SFAS 141"™) and Statement No. 142, Goodwill and Other
Intangible Assets ("SFAS 142"). SFAS 141 requires that the purchase method
of accounting be used for all Dbusiness combinations completed after
June 30, 2001. SFAS 141 also specifies that intangible assets acquired in a
purchase method business combination must meet certain criteria to be
recognized and reported apart from goodwill. SFAS 142 will require that
goodwill and intangible assets with indefinite useful lives no longer be
amortized, but instead they will be tested for impairment at least annually
in accordance with the provisions of SFAS 142. SFAS 142 will also require
that intangible assets with definite useful lives be amortized over their
respective estimated useful lives to their estimated residual values and
reviewed for impairment in accordance with SFAS No. 121, Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of
"SFAS 121".

We were required to adopt the provisions of SFAS 141 immediately, and
SFAS 142 effective January 1, 2002. Any goodwill and any intangible asset
determined to have an indefinite wuseful 1life that are acquired in a
purchase business combination completed after June 30, 2001 will not be
amortized, but will continue to be evaluated for permanent impairment. We
did not complete any purchase business combination after June 30, 2001.
Goodwill and intangible assets acquired in business combinations completed
before July 1, 2001 will continue to be amortized until January 1, 2002.

In connection with the transitional goodwill impairment evaluation,
SFAS 142 requires us to perform an assessment of whether there 1is an
indication that goodwill is impaired as of the date of adoption. To
accomplish this evaluation, we must determine the carrying value of each
reporting unit by assigning the assets and 1liabilities, including the
existing goodwill and intangible assets, to those reporting units as of the
date of adoption. We have until June 30, 2002 to determine the fair value
of each reporting unit and compare it to the reporting unit's carrying
amount. To the extent a reporting unit's carrying amount exceeds its fair
value, an indication exists that the reporting unit's goodwill may be
impaired and we must perform the second step of the transitional impairment
test. In the second step, we must compare the implied fair wvalue of the
reporting unit's goodwill, determined by allocating the reporting unit's
fair value to all of its assets and liabilities in a manner similar to a
purchase price allocation 1in accordance with SFAS 141, to 1its carrying
amount, both of which would be measured as of the date of adoption. This
second step is required to be completed as soon as possible, but no later
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JONES LANG LASALLE INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

than December 31, 2002. Any transitional impairment loss will be
recognized as the cumulative effect of a change in accounting principle in
our statement of earnings. Also, any unamortized negative goodwill

existing at the date SFAS 142 1is adopted must be credited to the income
statement as part of the cumulative effect of a change in accounting
principle.

We have $328.2 million of unamortized intangibles as of January 1,
2002, which will be subject to the transition provisions of SFAS 142.
Approximately $306 million of these intangibles represents goodwill with an
indefinite useful life and will cease to be amortized January 1, 2002. The
annual amortization savings in 2002 will be approximately $10 million. The
January 1, 2002 intangibles Dbalance includes $1 million of negative
goodwill, which will be credited to the income statement as the cumulative
effect of change in accounting principle. The remaining $23 million of
identified intangibles (principally representing management contracts
acquired) will be amortized over their remaining definite useful 1life.
Because of the extensive effort needed to comply with adopting SFAS 142, we
cannot reasonably estimate the overall impact, if any, of adopting these
Statements on our financial statements at the date of this report,
including whether we will Dbe required to recognize any transitional
impairment losses as the cumulative effect of a change in accounting
principle. Although we are currently in the process of evaluating the
effects of adoption and thus no assurance of the impact can be given, we
currently do not believe that adoption will result in any significant
impairment charge against goodwill. Other than the prospective non-
amortization of goodwill, which will result in a non-cash improvement in
our operating results, we do not expect the adoption to have a material
effect on our revenue, operating results or ligquidity.

EARNINGS PER SHARE

The basic and diluted losses per common share for the years ended
December 31, 2001, 2000 and 1999 were calculated based on basic weighted
average shares outstanding of 30,016,122, 24,851,823 and 22,607,350,
respectively. The increase in basic weighted average shares outstanding in
2001 is primarily the result of the expiration of certain vesting
conditions on 5.2 million of the shares issued in connection with the JLW
merger. As a result of the net loss incurred during these the periods,
diluted weighted average shares outstanding for the years ended
December 31, 2001, 2000 and 1999 do not give effect to common stock
equivalents as to do so would Dbe anti-dilutive. These common stock
equivalents consist principally of shares to be issued under employee stock
compensation programs and outstanding stock options whose exercise price
was less than the average market price of our stock during these periods.

REVENUE RECOGNITION

Advisory and management fees are recognized in the period in which we

perform the services. Transaction commissions are recorded as income at
the time we provide the related services unless future contingencies exist.
Development management fees are generally recognized as billed, which
approximates the percentage of completion method of accounting. Incentive

fees are recorded in accordance with specific terms of each compensation
agreement and are typically tied to performance that 1s measured at
contractual milestones, such as the disposition of an asset, or at the
conclusion of a given project. Fees recognized in the current period that
are expected to be received beyond one year have Dbeen discounted to the
present value of future expected payments. During the final quarter of
2000, we implemented Staff Accounting Bulletin 101 - Revenue Recognition in
Financial Statements ("SAB 101") effective January 1, 2000. This 1is
discussed further in Note 16. Pursuant to contractual arrangements,
accounts receivable includes wunbilled amounts of $50.4 million and $36.8
million at December 31, 2001 and 2000, respectively.
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DEPRECIATION

Depreciation and amortization is calculated for financial reporting
purposes primarily using the straight-line method based on the estimated

useful 1lives of our assets. Furniture, fixtures and equipment totaling
$40.8 million and $37.7 million at December 31, 2001 and 2000,
respectively, are generally depreciated over seven years. Computer

equipment and software totaling $108.7 million and $84.7 million at
December 31, 2001 and 2000, respectively, are generally depreciated over
two to seven years. Leasehold improvements totaling $34.0 million and
$29.7 million at December 31, 2001 and 2000, respectively, are amortized
over the lease periods which generally range from one to ten years.
Automobiles totaling $11.4 million and $14.6 million at December 31, 2001
and 2000 are generally depreciated using a declining balance method over
three to six years.

INCOME TAXES

Income taxes are accounted for under the asset and liability method.
Deferred tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective
tax bases and operating loss and tax credit carryforwards. Deferred tax
assets and liabilities are measured using enacted tax rates expected to
apply to taxable income in the years in which those temporary differences
are expected to be recovered or settled. The effect on deferred tax assets
and liabilities of a change in tax rates 1s recognized in income in the
period that includes the enactment date.

STOCK-BASED COMPENSATION

We grant stock options for a fixed number of shares to employees with
an exercise price equal to the fair wvalue of the shares at the date of
grant. We follow the requirements of the Accounting Principles Board
("APB") Opinion No. 25, "Accounting for Stock Issued to Employees" 1in
accounting for stock-based compensation, and accordingly, recognize no
compensation expense for stock option grants, but provide the pro forma
disclosures required by SFAS No. 123, "Accounting for Stock-Based
Compensation."

We have also established stock compensation programs for certain of
our employees pursuant to which they are awarded Jones Lang LaSalle common
stock 1f they are employed at the end of the vesting period. These stock
compensation programs meet the definition of fixed awards as defined in
SFAS No. 123, and therefore, we recognize compensation expense, based on
the market value of awards on the grant date, over the vesting period.

See note 13 for additional information on stock-based compensation.
RECLASSIFICATIONS

Certain 2000 and 1999 amounts have been reclassified to conform with
the 2001 presentation.
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(3) ACQUISITION AND MERGER
COMPASS ACQUISITION

On October 1, 1998, we acquired all of the common stock of the
following real westate service companies formerly owned Dby Lend Lease
Corporation ("Lend Lease"): Compass Management and Leasing, Inc. and its
wholly owned subsidiaries; The Yarmouth Group Property Management, Inc.;
and ERE Yarmouth Retail, Inc. (formerly Compass Retail, Inc.) . Oon
October 31, 1998, we also acquired Compass Management and Leasing
(Australia) Pty Limited, the Lend Lease property management and corporate
property services business in Australia. Atlanta-based Compass Management
and Leasing, Inc. was a global real estate management firm, with operations
across the United States, United Kingdom, South America and Australia. We
paid $180.0 million in cash for all of the acquired companies ("COMPASS").
The purchase of the companies also includes provisions for an earnout
payment of up to $77.5 million over five years. We do not anticipate that
the provisions for earnout payment will be met, and therefore, do not
anticipate making payment under the provisions. The acquisition was
accounted for as a purchase. The excess purchase price over the fair value
of the identifiable assets and liabilities acquired was $175.6 million,
including transaction costs, of which $35.1 million was allocated to
management contracts and 1s being amortized on a straight-line basis over
eight years, and $140.5 million was allocated to goodwill and 1is being
amortized on a straight-line basis over 40 years based on our estimate of

useful lives. As discussed in Note 2, as a result of the adoption of SFAS
142, effective January 1, 2002, we will cease amortizing the net carrying
value of this goodwill. We will continue to amortize the specific

intangible associated with management contracts.
JONES LANG WOOTTON MERGER

On March 11, 1999, LaSalle Partners merged its business with that of
JLW and changed its name to Jones Lang LaSalle Incorporated. In accordance
with the purchase and sale agreements, we issued 14.3 million shares of our
common stock on March 11, 1999, plus $6.2 million in cash (collectively,
the "Consideration") in connection with the acquisition of the property and
asset management, advisory and other real estate businesses operated by a
series of JLW partnerships and corporations in Europe, Asia, Australia,
North America and New Zealand. Approximately 12.5 million of the shares
were 1issued to former JLW equity owners (having both direct and indirect
ownership) and 1.8 million of the shares were placed in an employee stock
ownership trust ("ESOT") to be distributed by December 31, 2000 to selected
employees of the former JLW entities. Included in the total ESOT shares
are .9 million shares that were allocated on March 11, 1999 and .2 million
that were allocated on December 31, 1999, with the remaining .7 million
shares allocated by December 31, 2000. Issuance of the shares was not
registered under the U.S. securities laws, and the shares were generally
subject to a contractual one-year restriction on sale.

Included in the 14.3 million shares originally issued were 1.2 million
shares which were subject to a post-closing net worth adjustment. The
procedures related to the post-closing net worth calculation were completed
during the third quarter of 1999 and resulted in 0.5 million shares being
retained by us and an additional $0.5 million in cash consideration being
due to certain of the former JLW owners.
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The transaction, which was principally structured as a share exchange,
has been treated as a purchase and is being accounted for using both APB
Opinion No. 16, "Business Combinations" and APB Opinion No. 25, "Accounting
for Stock Issued to Employees" as reflected in the following table.
Accordingly, JLW's operating results have been included in our results as
of March 1, 1999, the effective date of the merger for accounting purposes.

Accounting Method No. of % of Shares
(shares in millions) Shares Issued
APB Opinion No. 16 7.2 52%
APB Opinion No. 25 -
Fixed Award 5.3 38%
Variable Award 1.3 10%

Net Shares Issued 13.8 100%

As noted in the previous table, 7.2 million shares, or 52% of the
shares 1issued, are subject to accounting under APB Opinion No. 16. The
value of those shares totaled $141.8 million for accounting purposes based
on the five-day average <closing stock price surrounding the date the
financial terms of the merger with JLW were substantially complete,
discounted at a rate of 20% for transferability restrictions. The value of
the shares, in addition to a cash payment of approximately $6.2 million and
capitalizable transaction costs of approximately $15.8 million were
allocated to the identifiable assets acquired and liabilities assumed,
based on our estimate of fair wvalue, which totaled $247.5 million and
$245.9 million, respectively. Included in the assets acquired was $32.2
million in cash. Included in the liabilities assumed was $47.4 million of
obligations to former partners for undistributed earnings, all of which was
paid by December 31, 2000. The resulting excess purchase price of $162.2
million was allocated to goodwill which is being amortized on a straight-
line Dbasis over 40 years based on our estimate of useful lives. As
discussed in Note 2, as a result of the adoption of SFAS 142, effective
January 1, 2002, we will cease amortizing the net carrying value of this
goodwill.

The remaining 6.6 million shares, or 48% of the shares issued, and $.5
million in cash paid are subject to accounting under APB Opinion No. 25.
Accordingly, shares issued are being accounted for as compensation expense
or deferred compensation expense to the extent they are subject to

forfeiture or vesting provisions. Included in the 6.6 million shares are
1.3 million shares that are subject to variable stock award plan
accounting. The remaining 5.3 million shares and the $.5 million in cash

paid are subject to fixed stock award plan accounting. As of December 31,
2000, all compensation expense related to these shares has been recognized,
therefore, there is no such expense after December 31, 2000. Compensation
expense related to these shares for the year ended December 31, 2000 and
December 31, 1999 totaled $85.8 million and $101.6 million, respectively.

(4) DISPOSITION

Effective December 31, 1996, we sold our Construction Management
business and certain related assets to a former member of management for a

$9.1 million note. The note, which is secured by the current and future
assets of the Dbusiness, 1is due December 31, 2006 and bears interest at
rates of 6.8% to 10.0%, with interest payments due annually. Annual
principal repayments began in January 1998. The outstanding balance of
this loan as of December 31, 2001 is $6.1 million. The payments due under

the terms of this note are current.
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Under the terms of the Asset Purchase Agreement, we agreed to provide
certain financial assistance and administrative and financial services, at
cost, Dbeginning 1in January 1997. The nature of these arrangements
prohibited wus from recognizing the sale as a divestiture prior to
December 31, 1999. We accounted for the results of operations, including
principal and interest received on the note, in a method similar to the
equity method of accounting. As such, principal and interest received
under the note were treated as a reduction of such net assets and as a
reserve, 1f necessary, for any anticipated financial exposure under the
terms of the Asset Purchase Agreement with the remainder recognized as
income. Related revenue of $1.8 million has been recognized during 1999
and has Dbeen reflected in Fee Based Services in the accompanying
Consolidated Statements of Earnings.

As of December 31, 1999, we had received substantial principal
payments on the note receivable and were no longer obligated to provide
financial assistance to the Construction Management business wunder the
Asset Purchase Agreement. Accordingly, we recognized the disposition as a
divestiture at December 31, 1999 with a resulting gain of $7.5 million in
the 1999 Consolidated Statement of Earnings.

(5) SHARE REPURCHASE
On February 6, 2001, we announced that our Board of Directors approved

a share repurchase program authorizing purchases of up to $10.0 million.
On March 8, 2001, we repurchased and cancelled 473,962 shares of our own

common stock at a price of $14.65 per share, totaling $6.9 million. Our
Board of Directors has increased the total amount authorized for share
repurchase back to $10.0 million. As of December 31, 2001, no further

purchases have taken place under this program and, therefore, we have $10.0
million currently authorized for share repurchases.

(6) NON-RECURRING AND RESTRUCTURING CHARGES

During 2001, we incurred non-recurring and restructuring charges.
Non-recurring charges include the write-down of our investments in e-
commerce, reserves against potential liabilities associated with the
bankruptcy of two insurance providers and the asset impairment costs
associated with the global restructuring program, including the exit of
certain non-strategic business lines and the realignment of our business in
Asia Pacific. Restructuring charges include severance and professional
fees associated with the realignment of our business and exiting certain
non-strategic business lines. The following table lists these charges and
associated tax effect. (Amounts in millions)

E-commerce investment

impairment Coe e e e 18.0 2.9 15.1
Insolvent insurance
providers . . . . 1.9 0.6 1.3

Asset impairments related
to business realignment
and restructuring . . . . 13.4 3.3 10.1

Severance and other costs
associated with business
realignment and restruc-
turing
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E-COMMERCE INVESTMENT IMPAIRMENT

We reviewed our e-commerce investments on an investment by investment

basis, evaluating actual business performance against original
expectations, projected future performance and associated cash flows, and
capital needs and availability. As a result of this evaluation, we

determined that our investments in e-commerce were impaired, and took a
charge of $18.0 million (including contractual commitments of $0.4 million,
to be funded in 2002) during 2001 to fully write off these investments.

INSOLVENT INSURANCE PROVIDERS

The charges relating to insurance providers are the result of two of
our insurance ©providers, HIH Insurance Ltd. ("HIH"™) and Independent
Insurance ("Independent"), becoming insolvent during 2001.

HIH provided public liability coverage to the Australian operations of
JLW for the years from 1994 to 1997, which coverage would typically provide
protection against, among other things, personal injury claims arising out
of accidents occurring at properties for which we had property management

responsibilities. At the date of the insolvency, there were approximately
30 claims relating to this period that were in varying stages of
litigation. During 2001, we established a reserve of $1.6 million to
provide for the exposure relating to HIH. Due to the nature of these
claims, it is possible that future claims may be made. At December 31,
2001, we had settled six of these claims at a cost of $99,000. In
addition, professional fees of $51,000 have also been incurred. There was
one large complex claim, with multiple defendants and plaintiffs, which we
believed was covered by another class of insurance. Due to the 1likely

existence of coverage, we did not believe we would incur additional costs
related to this one large claim, and therefore, no reserve was established
for this claim.

Independent has provided professional liability coverage for a number
of years to our Europe and Asia Pacific 0OOS segments and the Europe region
of our Investment Management segment. We have taken a total charge of $0.3
million in 2001 to provide against insurance receivables and expense
prepaid insurance premiums related to Independent.

ASSET IMPAIRMENTS RELATED TO BUSINESS REALIGNMENT AND RESTRUCTURING

In the third quarter of 2001, we finalized our decision to exit the
non-strategic residential land investment business in the Americas region
of the Investment Management segment. We have Dbegun a process of
significantly reducing our ongoing involvement in the day to day management
of our associated co-investments and are actively seeking and reviewing
opportunities to exit these co-investments. The charges associated with
the exiting of the residential land investment businesses consists of an
impairment provision of $3.5 million against the carrying value of certain
residential land co-investments where we have determined that we intend to

no longer fund beyond contractual commitments. The balance sheet wvalue of
these residential land co-investments at December 31, 2001 was $4.2
million. In addition, we have provided guarantees of $3.7 million, offset

by a cross guarantee from another investor of $2.0 million.
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In the last six months of 2001, and in response to the global economic
slowdown, we implemented a Dbroad based restructuring of our worldwide

business. This restructuring included the closing, downsizing and
consolidation of offices in all parts of our business. The cost of these
actions, including the write off of leasehold improvements and provision
against future lease <costs for abandoned space was $8 million. In

addition, approximately $500,000 of goodwill was impaired in Europe as a
result of our decision to exit certain businesses in certain countries.

The Asia Pacific Dbusiness is undergoing a realignment from a
traditional geographic structure to one that 1is managed according to

business lines. Included in this realignment was a decision to exit an
arrangement with a third party in Indonesia whereby the third party acted
as our agent. This decision resulted in the write off of a $1 million

receivable from this third party.

SEVERANCE AND OTHER COSTS ASSOCIATED WITH BUSINESS REALIGNMENT AND
RESTRUCTURING

As noted, in the last six months of 2001, we implemented a broad based
restructuring of our business. This restructuring 1s expected to reduce
worldwide headcount by approximately 650 people. The majority of these
actions were implemented and communicated late 1in the fourth quarter of
2001, although 1local statutory considerations resulted in a significant
number of affected employees either leaving our employment or receiving
their termination payments in early 2002. The total charge for severance
and related costs was $43.9 million in 2001. Of these costs, $9.9 million
had been paid at December 31, 2001 with the balance anticipated to be paid
out in 2002. Included in the $43.9 million was $40 million of severance
costs and approximately $3 million of professional fees. The balance of
the expenses included relocation and other severance related expenses.

The following table details the consolidated non-recurring and
restructuring charges by segment (amounts in millions):

Twelve Months Ended
December 31, 2001

Non- Restruc-
Recurring turing

OWNER & OCCUPIER SERVICES
Americas e 18.9 16.0
Europe Ce e e e e e e e e e e 1.5 21.1
Asia Pacific e e e e 3.2 9.4
INVESTMENT MANAGEMENT 3.9 1.1
CORPORATE 0.3 1.8
Consolidated 27.8 49.4

There were no similar charges in 2000. The non-recurring charges

incurred in 2000 consisted of merger-related stock compensation expense
resulting from the JLW Merger.
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MERGER RELATED INTEGRATION AND TRANSACTION EXPENSES

As a result of the acquisition of Compass in late 1998 and the JLW
merger in 1999, we incurred substantial non-recurring integration and
transition expenses through December 31, 1999. These expenses can be
grouped into the following categories ($ in millions):

Twelve Months

Ended
December 31,

1999
Severance and other payroll costs . . . $24.7
Marketing and branding initiatives . . 8.7
Professional fees .o 7.9
Travel/meeting costs . . . . . . . . . 4.7
Office closures 3.8
Total . . . . .« .« .« .« . . .00 $49.8

The severance and other payroll costs primarily relate to the
redundancy costs associated with the costs of reengineering the back-office
service delivery model in the United States, former LaSalle Partners
employees who were made redundant as a result of these transactions and
redundancies across the three former companies that were not anticipated or

planned at the original transaction dates. The integration efforts post
the JLW merger resulted in certain excess LaSalle Partners offices in the
United States Dbeing identified. The closure of these offices incurred

expense including the write off of leasehold improvements, furniture and
equipment together with an estimate of the lease obligation from the date
that the office was vacated. The former JLW legal entities incurred
significant audit, legal and other professional fees related to the ongoing
regulatory process that could not be capitalized under APB 16.
Professional fees were also incurred with regard to both the integration of
technology and communication systems and the back-office review discussed
above.

As a result of the JLW Merger, a significant and aggressive global re-
branding initiative was launched to better communicate the strengths of the

new business and its global platform. This included logo design, creation
and installation of new signage on all office buildings, purchase of new
letterhead and business cards and creation of new marketing materials. The

complexity of the JLW merger and the importance to the merged business of
employee retention meant that it was essential there was proper
communication and understanding of the merger and the one firm concept
within the respective firms. To facilitate this, a number of meetings were
held with global attendees. In addition, our senior management held a
number of meetings around the world to better inform clients, analysts and
investors on the benefits of the JLW merger.

(7) BUSINESS SEGMENTS

We manage our business along a combination of geographic and

functional lines. Operations are reported as four business segments: the
three geographic regions of Owner and Occupier Services ("0O0S"), (i)
Americas, (ii) Europe and (iii) Asia Pacific, which offer our full range of
corporate, investor, and capital markets services, and (iv) Investment

Management which offers investment management services on a global basis.
The O0OS business consists primarily of tenant representation and agency
leasing, capital markets and valuation services (collectively,
"implementation services") and property management, corporate property
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services, project and development management services
"management services"). The Investment Management
estate investment management services to institutional

corporations, and high net worth individuals.

Total revenue by industry
services provided to other segments.
revenue less direct and indirect

expenses, other than interest

segment

incurred benefit one or more of the segments.
charges were not allocated to the segments.

During the third quarter of 2001,
non-recurring
Prior year results were not materially impacted by this change.

operating results to exclude

includes
Operating
allocable
income taxes,
Merger related non-recurring

income
expenses.

revenue

We

(collectively,
segment provides real

investors,

derived from
represents total
allocate all

as nearly all expenses

we changed our measure of segment

restructuring charges.

See Note 6

for a detailed discussion of these non-recurring and restructuring charges.
We have determined that it is not meaningful to investors to allocate these

non-recurring and restructuring charges to its segments.
chief operating decision maker measures

charges allocated.

Summarized financial information by business

and 1999 are as follows ($ in thousands) :

OWNER AND OCCUPIER SERVICES -
AMERICAS
Revenue:

Implementation services
Management services
Equity earnings
Other services P
Gain on sale of business
Intersegment revenue

Operating expenses:
Compensation, operating and
administrative expenses
Depreciation and
amortization

Operating income

EUROPE

Revenue:
Implementation services
Management services
Other services

Operating expenses:
Compensation, operating and
administrative expenses
Depreciation and
amortization

Operating income

$153,713
152,588
366
1,665

$248,287
96,417
3,532
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segment for

181,777
139,292
478
847

In addition, our
the segment results without these

2001, 2000

164,293
117,395
873
1,970
7,502
3,661

295,694

246,047
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ASIA PACIFIC
Revenue:
Implementation services
Management services
Other services

Operating expenses:
Compensation, operating and
administrative expenses
Depreciation and
amortization

Operating income
(loss)

INVESTMENT MANAGEMENT
Revenue:
Implementation services
Advisory fees
Equity earnings
Other services .
Intersegment revenue

Operating expenses:
Compensation, operating and
administrative expenses
Depreciation and
amortization

Operating income

Total segment revenue
Intersegment revenue
eliminations

Total revenue

Total segment operating
expenses . . . . . .

Intersegment operating
expense eliminations

Total operating expenses
before non-recurring and

restructuring charges

Non-recurring and

restructuring charges

Operating income
(loss)
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Identifiable assets by segment are those assets that are used by or
are a result of each segment's business. Corporate assets are principally

cash and cash equivalents, office furniture and computer hardware and
software.

The following table reconciles segment identifiable
consolidated assets, investments in real estate ventures
investments in real =estate ventures and fixed asset
consolidated fixed asset expenditures. Certain 2000
reclassified to conform with the 2001 presentation.

assets to
to consolidated
expenditures to
amounts have been
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<table>

<caption>

($ in thousands)
<s>
Owner and Occupier
Services:
Americas
Europe .
Asia Pacific
Investment Management

Corporate

Consolidated

</table>

NOTES

JONES LANG LASALLE INCORPORATED

Identi-
fiable
Assets

$331,130
222,288
149,004

101,896

Estate
Ventures

Fixed

Asset

Expen-
ditures

10,525
15,625
13,535

647
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Identi-
fiable
Assets

398,520
238,690
147,948

108,261

Estate
Ventures

Fixed
Asset
Expen-
ditures

Expen-
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We conduct business in two countries which individually comprise over
10% of total revenue and total assets in 2001. Geographic segment
information is as follows ($ in thousands) :

Total Total

Revenue Assets
United States . . . . . . . . . $359,785 426,513
United Kingdom e e e 185,028 172,989
Other foreign countries . . . . 336,863 236,225
$881,676 835,727

(8) INVESTMENTS IN REAL ESTATE VENTURES

We 1invest 1in certain real estate ventures that own and operate
commercial real estate. These investments include non-controlling ownership
interests generally ranging from less than 1% to 49.5% of the respective
ventures. We generally account for these interests under the equity method
of accounting in the accompanying Consolidated Financial Statements. As
such, we recognize our share of the underlying profits and losses of the
ventures as revenue in the accompanying Consolidated Statements of
Earnings. We are generally entitled to operating distributions in
accordance with our respective ownership interests. We have made capital
contributions to the ventures and had remaining commitments to certain
ventures for additional capital contributions, excluding amounts reported
below relating to LaSalle Investment Limited Partnership, of approximately

$2.3 million as of December 31, 2001. Substantially all venture interests
are held by corporate subsidiaries of Jones Lang LaSalle. Accordingly, our
exposure to liabilities and losses of the ventures is limited to our
existing capital contributions and remaining capital commitments. To the

extent that our investment basis may differ from our share of the equity of
an unconsolidated investment, such difference would be amortized over the
depreciable lives of the investee's investment assets.

Effective January 1, 2001, in order to broaden our co-investment
capabilities, we established LaSalle Investment Limited Partnership

("LILP") as our investment vehicle for substantially all new co-
investments. At December 31, 2001 we had committed capital of euro 102.7
million ($91.1 million), which is equivalent to 49.5% of capital committed
to LILP. See note 18 for information on commitments in 2002. We

anticipate that LILP will require this capital over the next three to five
years. Actual cash funded to LILP through December 31, 2001 was euro 4.3

million ($3.9 million). The balance of LILP is held primarily by
institutional investors, including a significant shareholder in Jones Lang
LaSalle. In addition, our Chairman and certain other Directors of Jones

Lang LaSalle are investors in LILP on equivalent terms to other investors.
The investment in LILP 1is accounted for wunder the equity method of
accounting in the accompanying Consolidated Financial Statements.

LILP has and will invest in certain real estate ventures that own and

operate commercial real estate. LILP generally invests via limited
partnerships and intends to own 10% or less of the respective ventures.
LILP has no external debt, nor any current intention to leverage its
partners' capital. LILP has made capital commitments to the wventures of
$50.2 million during the year, of which $42.3 million remained unfunded at
December 31, 2001. LILP's exposure to liabilities and losses of the

ventures is limited to 1its existing capital contributions and remaining
capital commitments.
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The following table summarizes the financial statements of LILP ($ in
thousands) :

2001

Balance Sheet

Investments in real estate ... S 6,721
Total Assets e e e e e e S 9,368
Mortgage indebtedness $ -
Total Liabilities (1) . . . . . . . . $ 2,570
Total Equity . . . . . . .« .« . . . . $ 6,798
Statement of Operations

Revenues e e e e e e e S 131

Net LOoSs . . .« « v v v o« e . ... $ (129)

(1) Total liabilities relate to capital amounts to be refunded to

LILP investors.

The following table summarizes the combined financial information for
the unconsolidated ventures (including those that are held wvia LILP),
accounted for under the equity method of accounting ($ in thousands):

2001 2000 1999
Balance Sheet:
Investments in real estate $2,432,609 2,661,699 2,081,747
Total assets $2,628,599 3,010,544 2,603,815
Mortgage indebtedness . . . . . $ 837,243 1,019,752 695,442
Total liabilities $1,166,436 1,509,112 1,327,824
Total equity $1,462,163 1,501,432 1,275,991
Investments in real estate
ventures g = 56,899 74,565 66,538
Statements of Operations:
Revenues $ 370,395 671,713 403,557
Net earnings S 109,201 225,529 115,571
Equity in earnings from
real estate ventures e . .. .8 8,560 16,693 6,218

During 2001, 2000 and 1999, we made loans to certain of these real
estate ventures, of which $7.6 million, $5.7 million and $6.7 million were
outstanding at December 31, 2001, 2000 and 1999, respectively, and are
included in Notes Receivable and Advances to Real Estate Ventures and Long-
Term Receivables, Net 1in the accompanying Consolidated Balance Sheets.
These notes, which bear interest rates of 7.25% to 8.0%, are to be repaid
by 2008. With respect to certain co-investment indebtedness, we also have
repayment guarantees outstanding at December 31, 2001 of $6.8 million.
Included in the $6.8 million are residential land co-investment
indebtedness guarantees of $3.7 million, which are offset by a cross
guarantee from another investor in the amount of $2.0 million.
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Included in our investment 1n real estate ventures at December 31,

2000 was an investment in LaSalle Hotel Properties ("LHO"), a real estate
investment trust, which completed its initial public offering in April
1998. We provided advisory, acquisition and administrative services to LHO

for which we received a base advisory fee calculated as a percentage of net
operating income, as well as performance fees based on growth in funds from
operations on a per share basis. Such performance fees were paid in the
form of LHO common stock or units, at our option. LHO was formed with 10
hotels, we had a nominal co-investment 1in, and investment advisory
agreement with, nine of these hotels. We contributed our ownership
interests in the hotels as well as the related performance fees to LHO for
an effective ownership interest of approximately 6.4%. Effective
January 1, 2001, the service agreement with LHO was terminated and LHO
became a self-managed real estate investment trust. As a result of the
terminated service agreement, we changed our method of accounting for LHO
to the cost method. On February 1, 2001, we sold our investment in LHO and
recognized a gain of $2.7 million.

(9) DEBT
CREDIT FACILITIES
During the first half of 2000, we increased our unsecured credit
agreement from $380 million to $425 million through the addition of five
banks to the credit group. This total was comprised of a $250 million
revolving facility maturing 1in October 2002 and a $175 million term

facility, which was scheduled to mature on October 15, 2000.

On July 26, 2000, we closed our offering of euro 165 million aggregate

principal amount of 9.0% Senior Notes, due 2007 (the "Euro Notes"). The
net proceeds of $148.6 million were used to repay borrowings under the $175
million term facility that matured on October 15, 2000. The Euro Notes
were 1issued by Jones Lang LaSalle Finance B.V. ("JLL Finance"), a wholly

owned subsidiary of Jones Lang LaSalle. On August 29, 2000, the remaining
borrowings under the term facility were fully repaid using proceeds from
the revolving credit facility and the term facility was terminated.

On September 21, 2001, we 1increased our unsecured credit agreement
from $250 million to $275 million, reduced the number of participating
banks to eleven from fourteen and extended the maturity date to September
2004 from the original due date of October 2002.

As of December 31, 2001, we had $275 million available under the
revolving credit facility for working capital needs, investments and

acquisitions. We also had the Euro Notes of euro 165 million and, under
the terms of the revolving credit facility, the authorization to borrow up
to $50 million under local overdraft facilities. As of December 31, 2001,

there was $59.9 million outstanding under the revolving credit facility,
euro 165 million ($146.8 million), of borrowings under the Euro Notes, and
short-term borrowings of $15.5 million.
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The revolving credit facility and the Euro Notes (the "Facilities")
are guaranteed by certain of our subsidiaries. With respect to the
revolving credit facility, we must maintain a certain level of consolidated
net worth and a ratio of funded debt to earnings before interest expense,
taxes, depreciation and amortization ("EBITDA"). We must also meet a
minimum interest coverage ratio and minimum liquidity ratio. As part of
the global restructuring initiative, we obtained the approval of our bank
group to vary certain of these ratios to reflect the non-recurring and
restructuring charges. Additionally, we are restricted from, among other
things, incurring certain levels of indebtedness to lenders outside of the
Facilities and disposing of a significant portion of our assets. Lender
approval is also required for certain levels of co-investment. There are
no covenants or triggers related to a change in credit rating or a material
adverse change. The revolving credit facility bears variable rates of
interest based on market rates. Prior to 2001, we had used interest rate
swaps to convert a portion of the floating rate indebtedness to a fixed
rate. The effective interest rate on the Facilities was 7.48% for the year
ended December 31, 2001.

We have various interest-bearing overdraft facilities and short-term
credit facilities of subsidiaries in Europe and Asia Pacific. Of the $50
million authorized under the revolving credit facility for local overdraft
borrowings, we have facilities totaling $37.5 million, of which $8.4
million was outstanding as of December 31, 2001.

(10) LEASES

We lease office space in various buildings for our own use. The terms
of these non-cancelable operating leases provide for us to pay base rent
and a share of increases 1in operating expenses and real estate taxes in
excess of defined amounts. We also lease equipment under both operating
and capital lease arrangements.

Minimum future lease payments (e.g., base rent for leases of office
space) due in each of the next five years ending December 31 and thereafter
are as follows ($ in thousands) :

Operating Capital
Leases Leases
2002 Ce e e e e e $ 39,083 S 666
2003 e e e e 32,773 630
2004 Ce e e e e e 25,205 398
2005 e e e e 16,425 373
2006 Ce e e e e e e 13,071 93
Thereafter e e e 16,927 52
$143,484 2,212
Less: Amount repre-
senting interest .o 304
Present value of
minimum lease
payments . . . . . . $ 1,908

The total of minimum rentals to be received in the future wunder
noncancelable operating subleases as of December 31, 2001 was $11.9
million.
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Assets recorded under capital leases in our Consolidated Balance Sheet
at December 31, 2001 and 2000 are as follows ($ in thousands):

2001 2000

Furniture, fixtures and equipment S 2,170 2,862
Computer equipment and software 2,708 3,148
Automobiles 1,845 1,912
Leasehold improvements 3,179 3,337
9,902 11,259

Less accumulated depreciation
and amortization (7,321) (7,274)
Net assets under capital leases S 2,581 3,985

Certain 2000 amounts have been reclassified to conform with the 2001
presentation.

Rent expense was $45.5 million, $44.0 million and $45.0 million during
2001, 2000 and 1999, respectively.

(11) INCOME TAXES

For the year ended December 31, 2001, 2000 and 1999, our provision for
income taxes consisted of the following ($ in thousands):

Year Ended December 31,

2001 2000 1999
U.S. Federal:
Current . . . . . . . S -- s -- $(11,762)
Deferred tax ... (2,210) 498 2,570
(2,2106) 498 (9,192)
State and Local:
Current . . . . . . . 1,063 -- (2,979)
Deferred tax ... (1,921) 32 901
(858) 32 (2,078)
Foreign:
Current . . . . . . . 13,920 25,220 17,959
Deferred tax ... (2,860) (3,697) (1,301)
11,060 21,523 16,598
Total . . . . . . . . . S 7,986 $ 22,053 $ 5,328
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Income tax expense for 2001, 2000 and 1999 differed from the amounts
computed by applying the U.S. federal income tax rate of 35% to earnings
before provision for income taxes (a loss of $7.2 million for the year
ended December 31, 2001, a 1loss of $20.8 million for the vyear ended
December 31, 2000, a loss of $89.5 million for the year ended December 31,
1999) as a result of the following ($ in thousands) :

Computed "expected"
tax expense
(benefit) . . . . . $(2,519) 35.0% $(7,273) 35.0% $(31,330) 35.0%
Increase (reduction)
in income taxes
resulting from:
Nondeductible
stock compensa-
tion expense . . . -- -- 27,433 (132.0
State and local
income taxes,
net of federal
income tax benefit (588) 8.2% 20 (0.1%) (1,350) 1.5%
Amortization of
goodwill and

oe

) 34,078 (38.1

o\

other intangibles 1,195 (16.6%) 1,020 (4.9%) 76 (0.1%)
Nondeductible
expenses . . . . . 3,041 (42.3%) 1,606 (7.7%) 2,402 (2.7%)

Foreign earnings
taxed at varying

rates e e e (901) 12.5% (3,655) 17.6% (1,022) 1.1%

Valuation
allowances . . . . 6,943 (96.5%) 1,296 (6.2%) 1,552 (1.7%)
Other, net e e e 815 (11.2%) 1,606 (7.7%) 922 (1.0%)
$ 7,986 (110.9%) $22,053 (106.0%) $ 5,328 (6.0%)

For the years ended December 31, 2001, 2000 and 1999, our income
(loss) before taxes from domestic and international sources are as follows
($ in thousands) :

Year Ended December 31,

2001 2000 1999
Domestic . . . . . . . . . . . $(17,635) 3,316 (35,620)
International . . . . . . . . . 10,438 (24,095) (53,894)
Total . . . . . . . . . . $ (7,197) (20,779) (89,514)
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The tax effects of temporary differences that give rise to significant
portions of the deferred tax assets and deferred tax liabilities are
presented below ($ in thousands) :

December 31,

2001 2000 1999
Deferred tax assets:
Accrued expenses .. .. S 16,447 $ 12,154 $ 13,525
Revenue deferred per SAB lOl .. 7,740 10,505 --
U.S. Federal and state loss
carryforwards Ce . .. 10,4206 5,311 --
Allowances for uncollectlble
accounts . . . . 1,683 2,864 3,983
Foreign tax credlt carryforwards 4,410 4,410 3,634
Foreign loss carryforwards ... 8,762 6,156 3,326
Property and equipment Coe e e 3,172 2,437 2,233
Investments in real estate
ventures and other
investments . . . . . . . . . . 9,542 -- 1,208
Other . . . . . . . . . . . . .. 249 529 1,389
62,431 44,366 29,298
Less valuation allowances . . . . (12,065) (3,255) (2,020)
$ 50,366 $ 41,111 $ 27,278
Deferred tax liabilities:
Prepaid pension asset . . . . . . S 4,061 S 5,360 S 6,978
Intangible assets . . . ... 6,660 4,242 3,743
Income deferred for tax purposes 2,400 2,850 3,329
Investments in real estate
ventures and other
investments . . . . . . . . . . -- 1,161 --
Other . . . . . . . . . . . . .. 1,130 995 1,820
$ 14,251 $ 14,608 $ 15,870

In connection with the merger with JLW, we recorded deferred tax
assets of $15.6 million and deferred tax liabilities of $8.2 million as
part of its purchase price allocation.

A deferred U.S. tax liability has not been provided on the unremitted
earnings of foreign subsidiaries because it 1is our intent to permanently
reinvest such earnings.

As of December 31, 2001, we had available U.S. Federal net operating
loss carryforwards of $18 million which begin to expire in 2019, U.S. state
net operating loss carryforwards of $57 million which expire in 2003
through 2020, foreign net operating loss carryforwards of $30 million which
begin to expire in 2003, and foreign tax credit carryforwards for U.S.
federal income tax purposes of $4.4 million which expire in 2002 through
2004. We do not believe that we will be able to utilize the $4.4 million
of foreign tax credit carryforwards, and therefore we have taken a full
valuation reserve against this tax credit.

As of December 31, 2001, we believe that the net deferred tax asset of
$36.1 million will be realized based upon our estimates of future income
and the consideration of net operating losses, earnings trends and tax
planning strategies. Valuation allowances have been provided with regard
to the tax Dbenefit of certain foreign net operating loss carryforwards,
write-downs related to investments in e-commerce ventures and foreign tax
credits, for which utilization is not probable.
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(12) RETIREMENT PLANS
DEFINED CONTRIBUTION PLANS

We have a qualified profit sharing plan that incorporates IRC Section

401 (k) for our eligible U.S. employees. Contributions under the qualified
profit sharing plan are made via a combination of employer match and an
annual contribution on behalf of eligible employees. Included in the

accompanying Consolidated Statements of Earnings for the vyears ended
December 31, 2001, 2000 and 1999 are employer contributions of $1.7

million, $1.6 million and $2.5 million, respectively. Additionally, in
1999, we expensed $1.7 million of nonrecurring contributions to COMPASS
employees as a result of this acquisition. Related trust assets of the

Plan are managed by trustees and are excluded from the accompanying
Consolidated Financial Statements.

We maintain several defined contribution retirement plans for our
eligible non-U.S. employees. Contributions to these plans were
approximately $2.4 million, $2.5 million and $2.0 million for the years
ended December 31, 2001, 2000 and 1999, respectively.

DEFINED BENEFIT PLANS
We maintain several contributory defined benefit pension plans to
provide retirement benefits to eligible employees in certain countries. It
is our policy to fund the minimum annual contributions required by

applicable regulations.

Net periodic pension cost consisted of the following ($ in thousands):

2001 2000 1999

Employer service cost - benefits

earned during the year ... $ 7,300 $ 6,716 $ 5,902
Interest cost on projected

benefit obligation e e 5,575 5,130 3,680
Expected (return) loss on

plan assets e e e (8,572) (7,924) (5,332)
Net amortization/deferrals .. -- -- (1,224)
Net periodic pension cost . . . S 4,303 S 3,922 S 3,026

The change in benefit obligation and plan assets and reconciliation of
funded status as of December 31, 2001, 2000 and 1999 are as follows ($ in
thousands) :

2001 2000 1999
Change in benefit obligation:
Projected benefit obligation
at beginning of year L. $ 93,854 $ 89,163 S --
Merger with JLw . . . . . . . -- -- 85,311
Service cost e e e e e 7,300 6,716 5,902
Interest cost . . . . . . . . 5,575 5,130 3,680
Plan participants' contribu-
tions . . . . . . . . . L. 167 136 --
Plan amendments . . . . . . . 379 -- --
Benefits paid . . . . . . . . (3,711) (2,482) (1,631)
Actuarial loss (gain) ... (12,293) 2,144 (4,3009)
Changes in foreign exchange
rates . . . . . . 0L L. (2,673) (6,953) 210
Projected benefit obligation
at end of year .. $ 88,598 $ 93,854 $ 89,163
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2001 2000 1999
Change in plan assets:
Fair value of plan assets
at beginning of year L. $119,763 $114,724 S --
Merger with JLwW . . . . -- -- 111,197
Actual return on plan assets (17,7206) 15,9098 5,729
Plan contributions e e 714 470 --
Benefits paid . . . .. (3,711) (2,482) (2,610)
Changes in foreign exchange
rates . . . . . . . L L. (3,518) (8,947) 408
Fair value of plan assets
at end of year . . . . . . $ 95,522 $119,763 $114,724
Reconciliation of funded status:
Funded status . . .o S 6,924 $ 25,909 $ 25,561
Unrecognized actuarlal loss
(gain) . . . . e .. 6,483 (7,582) (2,153)
Unrecognized prior service
cost (credit) e e e e 377 -- --
Net amount recognized . . . $ 13,784 $ 18,327 $ 23,408

The amounts recognized in the accompanying Consolidated Balance Sheet
as of December 31, 2001, 2000 and 1999 are as follows ($ in thousands):

2001 2000 1999
Prepaid pension asset . . . . . $ 14,384 $ 18,730 $ 23,956
Accrued pension liability . . . (600) (403) (548)
Net amount recognized . . . . . $ 13,784 $ 18,327 $ 23,408

For one of the plans, the accumulated benefit obligation exceeded the
fair value of the plan assets at December 31, 2001. The related aggregate
benefit obligation was $3.0 million and the aggregate fair wvalue of the
plan assets was $2.4 million.

Weighted average assumptions used in developing the projected benefit
obligation as of December 31 were generally as follows:

2001 2000 1999
Discount rate used in
determining present values . . 6.25% 6.25% 6.25%
Annual increase in future
compensation levels . . . . . 4.00% 4.00% 4.00%
Expected long-term rate of
return on assets e e e 7.50% 7.50% 7.50%

Plan assets consist of a diversified portfolio of fixed-income
investments and equity securities.

79



JONES LANG LASALLE INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

(13) STOCK OPTION AND STOCK COMPENSATION PLANS
STOCK AWARD AND INCENTIVE PLAN
In 1997, we adopted the 1997 Stock Award and Incentive Plan ("SAIP")

that provides for the granting of options to purchase a specified number of
shares of common stock and other stock awards to eligible participants of

Jones Lang LaSalle. Under the plan, the total number of shares of common
stock available to be issued 1is 8,610,000. The options are generally
granted at the market value of common stock at the date of grant. The

options vest at such times and conditions as the Compensation Committee of
our Board of Directors determines and sets forth in the award agreement.
Such options granted in 2001, 2000 and 1999 vest over a period of zero to
five vyears. At December 31, 2001, 2000 and 1999, there were 3,860,884,
310,378 and 2,127,662 shares, respectively, available for grant under the
SAIP.

The per share weighted-average fair value of options granted during
2001, 2000 and 1999 was $7.54, $7.42 and $17.63 on the date of grant using
the Black Scholes option-pricing model with the following weighted-average
assumptions:

2001 2000 1999
Expected dividend yield . 0.00% 0.00% 0.00%
Risk-free interest rate . 5.61% 5.20% 6.90%
Expected life . . . . . . 6 to 9 years 6 to 9 years 6 to 9 years
Expected volatility . . . 46.72% 49.17% 47.34%
Contractual terms . . . . 7 to 10 years 7 to 10 years 7 to 10 years

We account for our stock option and compensation plans under the
provisions of SFAS No. 123, which allows entities to continue to apply the
provisions of APB No. 25 and provide pro forma net income and net income
per share disclosures for employee option grants as if the fair-value-based
method defined in SFAS No. 123 had been applied. We have elected to apply
the provisions of APB No. 25 in accounting for our stock award and
incentive plan, and, accordingly, no compensation cost has been recognized
for our stock award and incentive plan in the Consolidated Financial
Statements. Had we determined compensation cost based upon the fair value
at the date of grant for its options as set forth under SFAS No. 123, our
net earnings (loss), basic earnings (loss) per common share and diluted
earnings (loss) per common share would have been as follows (S in
thousands, except share data):

2001 2000 1999
Net loss Ce e e e $(19,353) $(61,931) $(98,767)
Basic loss per common share . . . (0.64) (2.49) (4.37)
Diluted loss per common share . . (0.64) (2.49) (4.37)
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Stock option activity is as follows

Outstanding
at beginning
of year

Granted

Exercised

Forfeited

Outstanding
at end of
year

2001
Weighted-
Average
Exercise
Shares Price

2,961.7 $22.46
603.9 13.12
(6.0) 12.25
(231.7) 23.97
3,327.9 $20.68

2000
Weighted-
Average
Exercise
Shares Price
2,011.0 $ 28.67
1,188.7 12.77
(4.9) -=
(233.1) 27.07
2,961.7 $22.46
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(shares in thousands) :

1999
Weighted-
Average
Exercise
Shares Price
1,241.9 $26.75
997.6 31.45
(21.3) 23.25
(207.2) 31.39
2,011.0 $28.67
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<table>

<caption>

CONTINUED

The following table summarizes information about fixed stock

Options Outstanding

Number
Range of Outstanding at
Exercise December 31,
Prices 2001
<s> <c>
$ 9.31-514.75 1,544,068
$15.00-5$21.95 148,032
$23.00-5835.06 1,627,792
$38.00-543.88 8,000
$ 9.13-$43.88 3,327,892

Weighted-Average
Remaining
Contractual
Life

5.70 years
5.93 years
4.49 years
4.67 years

5.12 years

Weighted-Average
Exercise Price

$12.59
$16.24
$28.67
$38.38

$20.68

The following table summarizes information about fixed stock

Options Outstanding

Number

Range of Outstanding at
Exercise December 31,
Prices 2000

$ 9.31-514.75 1,019,666
$15.00-$21.95 157,548
$23.00-5835.06 1,771,487
$38.00-543.88 13,000
$ 9.13-$43.88 2,961,701

Weighted-Average
Remaining
Contractual
Life

6.17 years
6.90 years
5.46 years
5.27 years

5.78 years

Weighted-Average
Exercise Price

$12.26
$16.17
$28.78
$38.23

$22.46
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options outstanding at December 31,

Options Exercisable

Number
Exercisable at

December 31,

options outstanding at December

Weighted-Average

2001 Exercise Price
<c>

316,659 $12.27

64,688 $17.69

1,227,964 $28.67

6,800 $38.26

1,616,111 $25.06

31,

Options Exercisable

Number
Exercisable at

December 31,
2000

Weighted-Average

Exercise Price

3,166 $12.83
24,298 $21.95
945,196 $27.64
7,866 $38.15
980,526 $27.54

2001:

2000:
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The following table summarizes information about fixed stock

Number

Range of Outstanding at
Exercise December 31,
Prices 1999

$ 9.31-514.75 9,500
$23.00-$35.06 1,984,546
$38.00-5$43.88 17,000
$ 9.31-543.88 2,011,046

</table>

Options Outstanding

Weighted-Average
Remaining
Contractual

Life

6.75
6.45
6.09

years
years
years

years

Weighted-Average
Exercise Price
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$12.
$28.
$39.

$28.

83
65
56

67

options outstanding at December 31,

Options Exercisable

Number
Exercisable at
December 31,

1999

640,067
5,266

Weighted-Average
Exercise Price

$24.
$39.

$25.

90
60

02

1999:
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OTHER STOCK COMPENSATION PROGRAMS

In November of 2001, we established the Jones Lang LaSalle Savings
Related Share Option (UK) Plan ("SAYE") for employees of our UK Dbased
operations. Our Compensation Committee approved the reservation of 500,000
shares for the SAYE on May 14, 2001. Under the SAYE plan, employees have a
one time opportunity to enter into a tax efficient savings program linked
to the option to purchase our stock. The employees' contributions for
stock purchases will be enhanced by Jones Lang LaSalle through an
additional contribution of 15%. Both employee and employer contributions
vest over a period of three to five years. The SAYE plan resulted in the
issuance of 219,954 options at an exercise ©price of $13.63. Our
contribution of $528,000 will be recorded as compensation expense over the
vesting period which begins January 1, 2002.

In March of 2000, we awarded 472,500 restricted shares of our common
stock with a weighted-average grant-date market value of $12.31 to certain
of our employees. These shares are drawn from the SAIP. These shares vest
50% at 34 months from the date of grant, with the remaining 50% vesting at
58 months from the date of grant. The related compensation cost 1is
amortized to expense over the vesting period. Total compensation expense
recognized under this program during 2001 and 2000 was $1.2 million and
$1.4 million, respectively.

In 1999, we established a stock compensation program for certain of
our employees pursuant to which they were paid a portion of their annual
bonus in the form of restricted shares of our common stock. We enhanced
the number of shares by 20% with respect to the 1999 plan year, and by 25%
with respect to the 2000 and 2001 plan years. Early in 2000, approximately
500,000 shares, having a weighted-average grant-date market value of $11.31
were paid into the program with respect to 1999 bonuses. Of the 500,000
shares paid into the program, 400,000 were drawn from the SAIP, with the
remaining being drawn from shares set aside under the Stock Compensation
Program detailed below. Early in 2001, approximately 700,000 total shares,
having a weighted-average grant-date market value of $13.50 were paid into
the program with respect to 2000 bonuses. Of the 700,000 shares paid into
the program, 600,000 were drawn from the SAIP, with the remaining being
drawn from shares set aside under the Stock Compensation Program detailed

below. With respect to 2001 bonuses, we expect to pay approximately
300,000 shares, having a weighted-average grant-date market wvalue of
$17.80, into the program in 2002. These restricted shares vest 50% at 18
months from the date of grant, and the remaining 50% vest at 30 months from
the date of grant. The related compensation cost is amortized to expense
over the service period. The service period consists of the twelve months
of the year to which the payment of restricted stock relates, plus the
periods over which the shares vest. Total compensation expense recognized

with respect to this program for the years ending December 31, 2001, 2000
and 1999 was $6.8 million, $5.1 million and $1.8 million, respectively.

In 1997 and 1998, we maintained a Stock Compensation Program ("SCP")
for eligible employees. Under this program, employee contributions for
bonuses for stock purchases were enhanced by us through an additional
contribution of 15%. Employee contributions vested immediately while our
contributions were subject to various vesting periods. The related
compensation cost is amortized to expense over the vesting period. 187,172
total shares were paid into this program. Total compensation expense
recognized under the program during 2001, 2000 and 1999 was $172,802,
$179,600 and $193,700, respectively. As of December 31, 2001, 177,583
shares have been distributed under this program with the remaining to be
distributed in the future. This program was suspended in 1999, therefore
no further contributions will be made.
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In 1998, we adopted an Employee Stock Purchase Plan ("ESPP") for
eligible employees. Under this plan, employee contributions for stock
purchases will be enhanced by us through an additional contribution of 15%.
Employee contributions and our contributions vest immediately. As of
December 31, 2001, 609,339 shares have Dbeen purchased under this plan.
During 2001 and 2000, 191,715 shares and 191,459 shares, respectively,
having weighted-average grant-date market wvalues of $11.08 and $10.40,
respectively, were purchased under the program. No compensation expense is
recorded with respect to this program.

(14) TRANSACTIONS WITH AFFILIATES

We have equity interests in real estate ventures, some of which
certain of our officers are trustees, from which we earn advisory and
management fees. Included in the accompanying Consolidated Financial
Statements are revenues of $44.9 million, $27.7 million and $30.7 million
for 2001, 2000 and 1999, respectively, as well as receivables of $5.5
million, $8.2 million and $7.2 million at December 31, 2001, 2000 and 1999,
respectively, related to these equity interests.

We also earn fees and commissions for services rendered to affiliates
of Dai-ichi Life Property Holdings, Inc. and Gothaer Lebensversicherung
A.G., two significant stockholders. Included in the accompanying
Consolidated Financial Statements are revenues from such affiliates of $9.0
million, $7.6 million and $8.5 million for 2001, 2000 and 1999,
respectively, as well as receivables for reimbursable expenses and revenues
as of December 31, 2001, 2000 and 1999 of $0.5 million, $2.3 million and
$1.5 million, respectively.

Some members of our Board of Directors are also on the Board of
Directors of some of our clients. Included in the accompanying
Consolidated Financial Statements are revenues of $1.8 million for 2001, as
well as receivables of $0.2 million at December 31, 2001 related to these
clients.

Mr. Stuart L. Scott, as well as an entity affiliated with Mr. Scott,
are limited partners of Diverse Real Estate Holdings Limited Partnership
("Diverse") . Diverse has an ownership interest in and operates investment
assets, primarily as the managing general ©partner of real estate
development ventures. Prior to January 1, 1992, Jones Lang LaSalle earned
fees for providing development advisory services to diverse as well as fees
for the provision of administrative services. Effective January 1, 1992,
Jones Lang LaSalle discontinued <charging fees to Diverse for these
services. In 1992, Diverse began the ©process of discontinuing its
operations and disposing of its assets. In 2001, Diverse made no payments
to Jones Lang LaSalle. At the end of 2001, the total receivable due from
Diverse in connection with such fees and interest thereon was $0.7 million.
Mr. Scott directly holds an approximately 13.4% partnership interest in
Diverse. In addition, the Stuart Scott Trust, a trust affiliated with Mr.
Scott, has a 6.4% partnership interest in Diverse. Diverse did not make
distributions to its partners in 2001.

The outstanding balance of loans to employees at December 31, 2001 is
shown in the following table.

2001
Loans related to
Co-Investments (1) (2) . . . . . 1.3
Travel, relocation and
other miscellaneous advances 1.9
3.2
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(1) These loans have been made to allow employees the ability to
participate in investment fund opportunities. With the
exception of $150,000 of these co-investment related loans, all
loans are nonrecourse loans.

(2) Included in loans related to co-investments is an advance of
$95,000 to an employee who is a member of our Board of
Directors.

(15) COMMITMENTS AND CONTINGENCIES

In our normal course of business, as of December 31, 2001, we had $5.4
million of performance bonds, $5.3 million of letters of credit and $6.8
million of co-investment indebtedness guarantees outstanding. Included in
the $6.8 million of co-investment indebtedness are residential land co-
investment indebtedness guarantees of $3.7 million, which are offset by a
cross guarantee from another investor in the amount of $2.0 million. We do
not expect to incur any material losses under these guarantees.

We are a defendant 1in wvarious 1litigation matters arising in the
ordinary course of business, some of which involve claims for damages that
are substantial in amount. Many of these litigation matters are covered by
insurance. We do not expect the ultimate resolution of such litigation
matters to have a material adverse effect on our financial position,
results of operations or liquidity.

(16) IMPLEMENTATION OF SAB 101

During December 1999, the Securities and Exchange Commission ("SEC")
issued Staff Accounting Bulletin No. 101, "Revenue Recognition in Financial
Statements, " ("SAB 101"), which provides guidance on various revenue
recognition matters. Historically, we and certain other real estate
service companies had recorded the full amount of lease commissions as
revenue upon the completion of leasing services and the closing of the
transaction, when invoicing for a portion of the commission was to be
delayed until actual tenant occupancy. This policy was based upon the fact
that we had fulfilled all of our contractual obligations and the likelihood
of the tenant defaulting under the lease was extremely remote. Under
SAB 101, such lease commission revenue should be deferred until the parties
to the lease contract have fulfilled their respective obligations. We
adopted the provisions of SAB 101, retroactively applying them as of
January 1, 2000.

As a result, revenue recognition is now deferred until all parties to
the lease contract have fulfilled their respective lease obligations if the
fee 1income 1is dependent wupon those contingencies being removed. This
change in accounting policy does not impact the timing or amount of cash
flow, or the amount of earnings that we will ultimately recognize.

Effective January 1, 2000, we recorded a one-time, non-cash, after-tax
cumulative effect of a change in accounting principle of $14.2 million, net
of taxes of $8.7 million. This adjustment represents revenues of $22.9
million that had been recognized prior to January 1, 2000 that would not
have been recognized if the new accounting policy had been in effect in
prior years. These revenues will Dbe recognized as the underlying
contingencies are satisfied. We recognized $5.8 million and $16.2 million
of these revenues in 2001 and 2000, respectively, and expect to recognize
the balance of $0.9 million in 2002.
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The new revenue recognition policy meant that revenue associated with
transactions in the year 2000 was deferred until 2001 or later. In 2000,
we deferred $20.9 million of such revenue. SAB 101 was fully implemented
into our accounting systems in 2001.

The net impact of the implementation of SAB 101 on our 2000 operating
income was to reduce the reported operating income by $4.7 million.

We are unable to estimate the pro-forma impact that the change in
accounting principle would have had on 1999 on a stand alone basis. This
is because the underlying books and records were not maintained in such a
manner as to facilitate the subsequent identification of those transactions
where such contingencies existed, or when such contingencies were removed.

(17) SUPPLEMENTAL CONDENSED CONSOLIDATING FINANCIAL STATEMENTS

On July 26, 2000, Jones Lang LaSalle Finance B.V. ("JLL Finance"), a
wholly-owned subsidiary of Jones Lang LaSalle, issued 9% Senior Notes with
an aggregate principal amount of Euro 165 million, due 2007 (the "Euro
Notes") . The payment obligations wunder the Euro Notes are fully and
unconditionally guaranteed by Jones Lang LaSalle Incorporated and certain
of 1its wholly-owned subsidiaries; Jones Lang LaSalle America's Inc.,
LaSalle Investment Management, Inc., Jones Lang LaSalle International,
Inc., Jones Lang LaSalle Co-Investment, Inc., and Jones Lang LaSalle Ltd.
(the "Guarantor Subsidiaries"). All of Jones Lang LaSalle Incorporated's
remaining subsidiaries (the "Non-Guarantor Subsidiaries"™) are owned by the
Guarantor Subsidiaries. The following supplemental Condensed Consolidating
Balance Sheets as of December 31, 2001 and December 31, 2000, Condensed
Consolidating Statement of Earnings and Condensed Consolidating Statement
of Cash Flows for the years ended December 31, 2001, 2000 and 1999 present
financial information for (i) Jones Lang LaSalle Incorporated (carrying any
investment 1in subsidiaries wunder the equity method), (11i) Jones Lang
LaSalle Finance B.V. (the issuer of the Euro Notes), (iii) on a combined
basis the Guarantor Subsidiaries (carrying any investment in Non-Guarantor
Subsidiaries under the equity method) and (iv) on a combined basis the Non-
Guarantor Subsidiaries (carrying its investments in JLL Finance under the
equity method) . Separate financial statements of the Guarantor
Subsidiaries are not presented Dbecause the guarantors are Jjointly,
severally, and unconditionally liable under the guarantees, and Jones Lang
LaSalle Incorporated believes that separate financial statements and other
disclosures regarding the Guarantor Subsidiaries are not material to
investors. In general, historically, Jones Lang LaSalle Incorporated has
entered into third party borrowings, financing its subsidiaries via
intercompany accounts that are then converted into equity on a periodic

basis. Certain Guarantor and Non-Guarantor Subsidiaries also enter into
third party borrowings on a limited basis. All intercompany activity has
been included as subsidiary activity in investing activities in the
Condensed Consolidating Statements of Cash Flows. Cash 1is managed on a

consolidated basis and there is a right of offset between bank accounts in
the different groupings of legal entities 1in the condensed consolidating
financial information. Therefore, in certain cases, negative cash balances
have not been reallocated to payables as they legally offset positive cash
balances elsewhere in Jones Lang LaSalle Incorporated. In certain cases,
taxes have been calculated on the basis of a group position that includes
both Guarantor and Non-Guarantor Subsidiaries. In such cases, the taxes
have been allocated to individual legal entities on the basis of that legal
entity's pre-tax income.
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<table>

<caption>

<s>

ASSETS

Cash and cash
equivalents

Trade receivables,
net of allowances

Other current assets

Total current
assets

Property and equipment,
at cost, less accumu-
lated depreciation

Intangibles resulting
from business acquisi-
tions and JLW merger,
net of accumulated
amortization

Other assets, net

Investment in
subsidiaries

Jones Lang
LaSalle

Incorporated
(Parent and

Guarantor)

$ 3,142

4,388

($ in thousands)

Jones Lang
LaSalle
Finance

B.V. Subsidiaries

Guarantor

52 (2,843)

52 113,038

-- 48,817

- 240,063
- 68,745

- 212,452
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CONDENSED CONSOLIDATING BALANCE SHEET
As of December 31, 2001

Non-Guarantor
Subsidiaries

174,724

39,298

Eliminations

Consoli-
dated
Jones Lang
LaSalle
Incorporated

10,446

222,590
53,477

286,513

92,503

328,169
128,542
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LIABILITIES AND
STOCKHOLDERS' EQUITY
Accounts payable and
accrued liabilities
Short-term borrowings
Other current
liabilities

Total current
liabilities

Long-term liabilities:

Credit facilities

9% Senior Notes,
due 2007

Other

Total liabilities

Commitments and
contingencies

Minority interest in
consolidated

subsidiaries

Stockholders' equity

</table>
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CONDENSED CONSOLIDATING BALANCE SHEET - CONTINUED

Jones Lang
LaSalle

Incorporated
(Parent and

Guarantor)

As of December 31,

($ in thousands)

Jones Lang
Lasalle
Finance

B.V.

836

(207,773)

(206,937)

59,854

146,768

Guarantor
Subsidiaries

42,568
9,147

400,555

452,270

466,290

216,825

89

2001

Non-Guarantor
Subsidiaries

113,322

122,897

789

212,452

Eliminations

(429,644)

Consoli-
dated
Jones Lang
LaSalle
Incorporated

116,968
15,497

155,170

287,635

59,854

146,768
26,300

520,557

789

314,381
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<table>
CONDENSED CONSOLIDATING BALANCE SHEET
As of December 31, 2000
($ in thousands)
<caption>
Jones Lang Consoli-
LaSalle Jones Lang dated
Incorporated LaSalle Jones Lang
(Parent and Finance Guarantor Non-Guarantor LaSalle
Guarantor) B.V. Subsidiaries Subsidiaries Eliminations Incorporated
<s> <c> <c> <c> <c> <c> <c>
ASSETS
Cash and cash
equivalents . . . . . S 3,689 152 (3,665) 18,667 -- 18,843
Trade receivables,
net of allowances . . 124 -— 98,120 145,957 -— 244,201
Other current assets . 9,285 -- 26,881 21,851 -- 58,017
Total current
assets e e 13,0098 152 121,336 186,475 -- 321,001

Property and equipment,

at cost, less accumu-

lated depreciation . 3,093 -— 51,5606 35,647 -— 90,306
Intangibles resulting

from business acquisi-

tions and JLW merger,

net of accumulated

amortization e -- -- 249,586 100,543 -- 350,129
Other assets, net . . . 12,270 -— 74,254 66,025 -— 152,549
Investment in

subsidiaries e 278,523 -- 262,888 213 (541,624) --

$ 306,984 152 759,630 388,903 (541,624) 914,045
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LIABILITIES AND
STOCKHOLDERS' EQUITY
Accounts payable and
accrued liabilities
Short-term borrowings
Other current
liabilities

Total current
liabilities

Long-term liabilities:

Credit facilities

9% Senior Notes,
due 2007

Other

Total liabilities

Commitments and
contingencies

Minority interest in
consolidated

subsidiaries

Stockholders' equity

</table>

JONES LANG LASALLE INCORPORATED
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CONDENSED CONSOLIDATING BALANCE SHEET - CONTINUED

Jones Lang
LaSalle

Incorporated
(Parent and

Guarantor)

As of December 31,

($ in thousands)

Jones Lang
Lasalle
Finance

B.V.

954

(242,1206)

(241,172)

85,565

Guarantor
Subsidiaries

29,351
5,174

434,720

469,245

481,107

278,523

91

2000

Non-Guarantor
Subsidiaries

109,698

125,448

567

262,888

Eliminations

(541,624)

Consoli-
dated
Jones Lang
LaSalle
Incorporated

111,738
8,836

187,132

307,706

85,565

155,546
32,323

581,140

567

332,338
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<table>

<caption>

<s>

Revenue ce e e

Equity earnings (loss)
from subsidiaries

Total revenue

Operating expenses
before non-opera-
tional non-recurring
and restructuring
charges . . . .

Non-recurring and
restructuring
charges

Operating income
(loss)

Interest expense, net
of interest income

Earnings (loss)
before provision
(benefit) for
income taxes
and minority
interest

JONES LANG LASALLE INCORPORATED

- CONTINUED

CONDENSED CONSOLIDATING STATEMENT OF EARNINGS

Jones Lang
LaSalle

Incorporated

(Parent and
Guarantor)

(17,154)

For the year ended December 31,

($ in thousands)

Jones Lang
Lasalle
Finance

B.V.

32

724

Guarantor
Subsidiaries

436,408

370,686

3,689

92

2001

Non-Guarantor
Subsidiaries

12,530

Eliminations

(6,986)

Consoli-
dated
Jones Lang
LaSalle
Incorporated

881,676

791,485

(7,197)
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CONDENSED CONSOLIDATING STATEMENT OF EARNINGS - CONTINUED

For the year

(s

Jones Lang

Lasalle Jones Lang

Incorporated LaSalle
(Parent and Finance
Guarantor) B.V.
Net provision (benefit)
for income taxes (1,743) 461
Minority interests in
earnings of
subsidiaries e .. -= -=
Net earnings (loss) . . S (15,411) 263

</table>

ended December 31,

in thousands)

Guarantor

Subsidiaries

93

2001

Non-Guarantor
Subsidiaries

Eliminations

Consoli-
dated
Jones Lang
LaSalle
Incorporated
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<table>

<caption>

<s>

Revenue ce e e

Equity earnings (loss)
from subsidiaries

Total revenue

Operating expenses
before merger re-
lated non-recurring
charges P

Merger related non-
recurring charges

Operating income
(loss)

Interest expense, net
of interest income

Earnings (loss)
before provision
for income taxes
and minority
interest

JONES LANG LASALLE INCORPORATED

- CONTINUED

CONDENSED CONSOLIDATING STATEMENT OF EARNINGS

Jones Lang
LaSalle
Incorporated
(Parent and
Guarantor)

(56,340)

For the year ended December 31,

($ in thousands)

Jones Lang
Lasalle
Finance

B.V.

207

Guarantor
Subsidiaries

489,722

408,690

61,354

94

2000

Non-Guarantor
Subsidiaries

488,928

404,253

79,006

Eliminations

(105,0006)

(105,006)

Consoli-
dated
Jones Lang
LaSalle
Incorporated

922,708

830,510

(20,779)
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CONDENSED CONSOLIDATING STATEMENT OF EARNINGS - CONTINUED
For the year ended December 31, 2000
($ in thousands)

Jones Lang

LaSalle Jones Lang
Incorporated LaSalle
(Parent and Finance Guarantor Non-Guarantor
Guarantor) B.V. Subsidiaries Subsidiaries Eliminations

Net provision for

income taxes e 720 97 2,479 18,757 --
Minority interests in

earnings of

subsidiaries ... -- -- -- (21) --
Net earnings (loss),

before cumulative

effect of change in

accounting principle (57,060) 110 58,875 60,270 (105,006)
Cumulative effect of

change in accounting

principle, net

of tax . . . . . . . -- -- (9,811) (4,438) --
Net earnings (loss) . . S (57,060) 110 49,004 55,832 (105,00686)
</table>
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Consoli-
dated
Jones Lang
LaSalle
Incorporated

(42,811)
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<table>
CONDENSED CONSOLIDATING STATEMENT OF EARNINGS
For the year ended December 31, 1999
($ in thousands)
<caption>
Jones Lang
LaSalle Jones Lang
Incorporated LaSalle
(Parent and Finance Guarantor Non-Guarantor
Guarantor) B.V. Subsidiaries Subsidiaries
<s> <c> <c> <c> <c>
Revenue . . . . . . . . S -- -- 342,871 412,568
Equity earnings (loss)
from subsidiaries . . 8,970 -— 53,410 -—
Total revenue . . . 8,970 -— 396,281 412,568
Operating expenses
before merger re-
lated non-recurring
charges ... 13,8106 -- 341,276 320,249
Merger related non-
recurring charges 100,054 -- 41,536 9,811
Operating income
(loss) (104,900) -- 13,469 82,508
Interest expense, net
of interest income . 1,979 -- 16,325 (93)
Earnings (loss)
before provision
(benefit) for
income taxes (106,879) -- (2,850) 82,601
Net provision (benefit)
for income taxes .. (12,037) -- (11,826) 29,191
Net earnings (loss) . . S (94,842) -— 8,970 53,410

</table>

96

Eliminations

Consoli-
dated
Jones Lang
LaSalle
Incorporated

755,439

675,341

151,401
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<table>

<caption>

<s>

Cash flows provided by
operating activities

Cash flows provided by
(used in) investing
activities:

Net capital additions-
property and equip-
ment . . . . . . . .

Other acquisitions and
investments, net of
cash acquired and
transaction costs

Subsidiary activity

Investments in real
estate ventures

Net cash provided by
(used in) investing
activities

- CONTINUED

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS

For the Twelve Months Ended December 31,

Jones Lang
LaSalle

Incorporated

(Parent and

Guarantor)
<c>
$ (10,653)
(2,346)
23,139
20,793

($ in thousands)

Jones Lang
Lasalle
Finance

B.V.

34

Guarantor
Subsidiaries

(16,309)

97

2001

Non-Guarantor
Subsidiaries

(17,137)

Consoli-
dated
Jones Lang
LaSalle
Incorporated

(35,792)
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CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS - CONTINUED
For the Twelve Months Ended December 31, 2001
($ in thousands)

Jones Lang Consoli-
LaSalle Jones Lang dated
Incorporated LaSalle Jones Lang
(Parent and Finance Guarantor Non-Guarantor LaSalle
Guarantor) B.V. Subsidiaries Subsidiaries Incorporated
Cash flows provided by
(used in) financing
activities:
Net borrowings under
credit facility . . (1,824) (25,710) 3,961 2,485 (21,088)
Shares repurchased . (11,060) -- -- -- (11,060)
Common stock issued
under stock option
plan and stock
purchase programs . 2,197 -- -- -- 2,197
Net cash provided by
(used in) financing
activities . . . . (10,687) (25,710) 3,961 2,485 (29,951)

Net increase (decrease)

in cash and cash

equivalents . . . . . (547) (100) 822 (8,572) (8,397)
Cash and cash equiva-

lents, beginning

of period . . . . . . 3,689 152 (3,665) 18,667 18,843
Cash and cash equiva-

lents, end of period S 3,142 52 (2,843) 10,095 10,446
</table>
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<table>
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
For the Twelve Months Ended December 31, 2000
($ in thousands)
<caption>
Jones Lang
LaSalle Jones Lang
Incorporated LaSalle
(Parent and Finance Guarantor Non-Guarantor
Guarantor) B.V. Subsidiaries Subsidiaries
<s> <c> <c> <c> <c>
Cash flows provided by
operating activities $ 11,070 1,064 45,913 82,293

Cash flows provided by
(used in) investing
activities:
Net capital additions-
property and equip-
ment . . . . . . . . (2,433) -- (19,695) (23,676)
Other acquisitions and
investments, net of
cash acquired and

transaction costs . -- -- (12,418) (915)
Subsidiary activity . 311,876 (238,787) (17,018) (56,071)
Investments in real

estate ventures .. -- -- (3,144) (4,309)

Net cash provided by
(used in) investing
activities . . . . 309,443 (238,787) (52,275) (84,971)
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Consoli-
dated
Jones Lang
LaSalle
Incorporated

140,340

(45,804)
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CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS - CONTINUED

For the Twelve Months Ended December 31,

($ in thousands)

Jones Lang

LaSalle Jones Lang

Incorporated LaSalle
(Parent and Finance
Guarantor) B.V.
Cash flows provided by
(used in) financing
activities:
Net borrowings under
credit facility (316,214) 85,565
Net proceeds from
issuance of the
Euro Notes .. (1,169) 152,310
Shares repurchased (816) --
Common stock issued
under stock option
plan and stock
purchase programs . 1,990 --
Net cash provided by
(used in) financing
activities (316,209) 237,875
Net increase (decrease)
in cash and cash
equivalents . 4,304 152
Cash and cash equiva-
lents, beginning
of period (615) --
Cash and cash equiva-
lents, end of period $ 3,689 152

</table>

Guarantor
Subsidiaries

4,215

(2,545)

100

2000

Non-Guarantor
Subsidiaries

Consoli-
dated
Jones Lang
LaSalle
Incorporated

(227,985)

148,596
(816)
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<table>

<caption>

<s>

Cash flows provided by
(used in) operating

activities e
Cash flows provided by

(used in) investing

activities:

Net capital additions
- property and
equipment e e

Cash balances assumed
in Jones Lang Wootton
merger, net of cash
paid and transaction
costs e

Other acquisitions
and investments,
net of cash acquired
and transaction
costs e

Subsidiary activity

Investments in real
estate ventures

Net cash provided
by (used in)
investing
activities

- CONTINUED

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS

For the Twelve Months Ended December 31,

Jones Lang
LaSalle

Incorporated

(Parent and

Guarantor)
<c>
$ (26,609)
(734)
(91,893)
(92,627)

($ in thousands)

Jones Lang

LaSalle
Finance
B.V.

Guarantor
Subsidiaries

(76,843)

(24,517)

19,388

82,943

101

1999

Non-Guarantor
Subsidiaries

85,225

(11,597)

(56,676)

(71,183)

Consoli-
dated
Jones Lang
LaSalle
Incorporated

(18,227)

(36,848)

(37,288)

(80,867)
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CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS - CONTINUED
For the Twelve Months Ended December 31, 1999
($ in thousands)

Jones Lang
LaSalle

Incorporated

(Parent and
Guarantor)
Cash flows provided by
(used in) financing
activities:
Net borrowings under
credit facility
Common stock issued
under stock
option plan
Net cash provided
by (used in)
financing
activities . . . 116,918
Net increase (decrease)
in cash and cash
equivalents .
Cash and cash equiva-
lents, beginning
of period
Cash and cash equiva-
lents, end of
period . . . . . . . $

</table>

Jones Lang

LaSalle
Finance
B.V.

Guarantor
Subsidiaries

102

Non-Guarantor
Subsidiaries

Consoli-
dated
Jones Lang
LaSalle
Incorporated



(18) SUBSEQUENT EVENTS

With respect to LILP, discussed in Note 8, on March 28, 2002, LILP

secured additional capital commitments. As a result of these additional
commitments, our investment commitment to LILP has increased by euro 43
million ($38 million). As such, we have reached our maximum commitment to

LILP of euro 150 million.

On February 20, 2002, the Compensation Committee of the Board of
Directors approved the grant of 280,000 restricted stock units to certain
employees. These restricted stock units, which were granted under the 1997
Jones Lang LaSalle Stock Award and Incentive Plan, have a zero strike price
and 50% will vest July 1, 2005 (over 40 months) and 50% will wvest July 1,
2007 (over 64 months). The total related compensation expense of $4.8
million (280,000 shares at $17.21 per share) will be expensed over the
vesting periods.

QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following table sets forth certain wunaudited consolidated
statements of earnings data for each of our last eight quarters. In our
opinion, this information has been presented on the same basis as the
audited <consolidated financial statements appearing elsewhere in this
report, and includes all adjustments, consisting only of normal recurring
adjustments and accruals, that we consider necessary for a fair
presentation. The unaudited consolidated quarterly information should be
read 1in conjunction with our Consolidated Financial Statements and the
notes thereto. The operating results for any quarter are not necessarily
indicative of the results for any future period.
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<table>

<caption>

($ in thousands, except share data)
<s>
Revenue:
Owner & Occupier Services:
Americas
Europe Coe
Asia Pacific .
Investment Management
Less: intersegment revenue
Total revenue
Operating expenses:
Owner & Occupier Services:
Americas
Europe
Asia Pacific .
Investment Management

Less: intersegment expenses

Non-recurring and restructuring charges

Total operating expenses

Operating income (loss)

Net earnings (loss)

Basic earnings (loss) per common share

Diluted earnings (loss) per common share

JONES LANG LASALLE INCORPORATED
QUARTERLY INFORMATION
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(UNAUDITED)

March 31 June 30

<c> <c>
$ 60,162 74,464
87,069 78,178
27,683 28,325
22,355 18,164
(160) (550)
197,109 198,581
69,929 70,307
79,236 72,943
30,396 30,846
17,582 18,647
(160) (550)
1,055 2,595
198,038 194,788
$ (929) 3,793
$ (3,5406) (1,922)
$ (0.12) (0.06)
$ (0.12) (0.06)

269,388

74,944
83,123
35,679
18,138

(292)

260,684

8,704
(3,762)
(0.13)

(0.13)

309,523
348,236
128,516

96,592

881,676

281,669
307,226
128,886

74,895

(1,191)

868,717
12,959
(15,411)

(0.51)

(0.51)



($ in thousands, except share data)
Revenue:
Owner & Occupier Services:
Americas
Europe Coe
Asia Pacific .
Investment Management
Less: intersegment revenue
Total revenue
Operating expenses:
Owner & Occupier Services:
Americas
Europe
Asia Pacific .
Investment Management

Less: intersegment expenses

Merger related non-recurring charges

Total operating expenses
Operating income (loss)

Earnings (loss) before cumulative effect of
change in accounting principle

Net earnings (loss)

Basic earnings (loss) per common share before
cumulative effect of change in accounting principle

Basic earnings (loss) per common share

Diluted earnings (loss) per common share before
cumulative effect of change in accounting principle

Diluted earnings (loss) per common share

</table>

$ 53,822
82,095
30,838
23,227

210,069

$(20,482)

$(22,922)

$(37,171)

$ (0.94)

$ (1.52)

$ (0.94)

$ (1.52)

105

67,405
91,412
33,725
30,759

223,318

63,526
86,247
35,224
20,871

17

224,750

(1,432)

(12,392)

(12,392)

(0.50)

(0.50)

(0.50)

(0.50)

(5,656)

(5,656)

(0.22)

(0.22)

(0.22)

(0.22)

285,713

96,236
83,999
35,019
22,711

267,270

18,443

(1,841)

(1,841)

(0.07)

(0.07)

(0.07)

(0.07)

324,292
356,407
135,118
108,789

922,708

297,386
315,429
134,943

84,650

(1,898)

916,305

6,403

(42,811)

(57,060)

(1.72)

(2.30)

(1.72)

(2.30)



<table>

JONES LANG LASALLE INCORPORATED

SCHEDULE II

VALUATION AND QUALIFYING ACCOUNTS

($ in thousands)

<caption>
Additions
Balance at = —-—=-----—----—-—-——-—-—-—————-—
Beginning Costs and Other
Description of Period Expenses Accounts
<s> <c> <c> <c>
2001
Accounts Receivable
Reserves e e e e e S 9,261 8,257 --
2000
Accounts Receivable
Reserves e e e e e S 9,871 5,464 --
1999
Accounts Receivable
Reserves e e e e e $ 3,978 2,744 8,722 (RA)
<fn>
(A) Represents reserve acquired as a result of the merger with JLW.
(B) Includes primarily write-offs of uncollectible accounts.
</table>
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Balance
at End
Deductions (B) of Period
<c> <c>
11,213 $ 6,305
6,074 $9,261
5,573 $9,871



ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

PART III

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information required by this item is incorporated by reference to
the material in Jones Lang LaSalle's Proxy Statement for the 2002 Annual
Meeting of Stockholders (the "Proxy Statement") under the captions
"Election of Directors, " "Management" and "Section 16 (a) Beneficial
Ownership Reporting Compliance."
ITEM 11. EXECUTIVE COMPENSATION

The information required by this item is incorporated by reference to

the material in the Proxy Statement under the caption "Executive
Compensation."

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The information required by this item is incorporated by reference to
the material in the Proxy Statement under the caption "Security Ownership."

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
The information required by this item is incorporated by reference to

the material appearing in the Proxy Statement under the caption "Certain
Relationships and Related Transactions."
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K
The following documents are filed as part of this report:
(a) Financial Statements and Schedules:
1. Financial Statements

See Index to Consolidated Financial Statements in Item 8
of this report.

2. Financial Statement Schedule:

See Index to Consolidated Financial Statements in Item 8
of this report.

3. Exhibits

A 1list of exhibits is set forth in the Exhibit Index
which immediately precedes the exhibits and is
incorporated by reference herein.

(b) Reports on Form 8-K:

On January 29, 2001, Jones Lang LaSalle filed a Report on
Form 8-K announcing that a wholly-owned subsidiary had extended
the expiration date for the exchange offer for 1its euro
165,000,000, 9% Senior Notes, due 2007.

On March 22, 2002, Jones Lang LaSalle filed a report on
Form 8-K incorporating an Investor Relations presentation.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Certain statements in this filing and elsewhere (such as in reports,
other filings with the Securities and Exchange Commission, press releases,
presentations and communications by Jones Lang LaSalle or its management
and written and oral statements) may constitute "forward-looking
statements" within the meaning of the Private Securities Litigation Reform
Act of 1995. Such forward-looking statements involve known and unknown
risks, uncertainties and other factors which may cause Jones Lang LaSalle's
actual results, performance, achievements, plans and objectives to be
materially different from any future results, performance, achievements,
plans and objectives expressed or implied by such forward-looking

statements. Such factors are discussed in (1) this Report in Item 1.
"Business," Item 7. "Management's Discussion and Analysis of Financial
Condition and Results of Operations, " ITtem TA. "Quantitative and

Qualitative Disclosures About Market Risk," and elsewhere, (ii) Jones Lang
LaSalle's Proxy Statement dated April 3, 2002, and (iii) in other reports

filed with the Securities and Exchange Commission. Jones Lang LaSalle
expressly disclaims any obligation or undertaking to update or revise any
forward-looking statements to reflect any changes in events or

circumstances or in its expectations or results.
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POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each of Jones Lang LaSalle
Incorporated, a Maryland corporation, and the undersigned Directors and
officers of Jones Lang LaSalle Incorporated, hereby constitutes and
appoints Christopher A. Peacock, Peter C. Roberts, Lauralee E. Martin and
Nicholas J. Willmott its, his or her true and lawful attorneys-in-fact and
agents, for it, him or her and in its, his or her name, place and stead, in
any and all capacities, with full power to act alone, to sign any and all
amendments to this report, and to file each such amendment to this report,
with all exhibits thereto, and any and all documents 1in connection
therewith, with the Securities and Exchange Commission, hereby granting
unto said attorneys-in-fact and agents, and each of them, full power and
authority to do and perform any and all acts and things requisite and
necessary to be done in and about the premises, as fully to all intents and
purposes as it, he or she might or could do in person, hereby ratifying and
confirming all that said attorneys-in-fact and agents, or any of them, may
lawfully do or cause to be done by virtue hereof.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15 (d) of the Securities
Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized, in the
City of Chicago, State of Illinois, on the 27th day of March, 2002.

JONES LANG LASALLE INCORPORATED

/s/ CHRISTOPHER A. PEACOCK
By: Christopher A. Peacock
President and
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934,
this report has been signed below by the following persons on behalf of the
Registrant and in the capacities indicated on the 27th day of March, 2001.

SIGNATURE TITLE

/s/ STUART L. SCOTT
—————————————————————————————— Chairman of the Board of Directors
Stuart L. Scott and Director

/s/ CHRISTOPHER A. PEACOCK
—————————————————————————————— President, Chief Executive Officer
Christopher A. Peacock and Director

(Principal Executive Officer)

/s/ PETER C. ROBERTS

—————————————————————————————— Executive Vice President,

Peter C. Roberts Chief Operating Officer
and Director

/s/ LAURALEE E. MARTIN

—————————————————————————————— Executive Vice President,

Lauralee E. Martin Chief Financial Officer
(Principal Financial Officer)

/s/ CHRISTOPHER M.G. BROWN
—————————————————————————————— Chief Executive Officer, Asia Pacific
Christopher M.G. Brown and Director

/s/ ROBIN S. BROADHURST
—————————————————————————————— Chairman of Europe and Director
Robin S. Broadhurst

—————————————————————————————— Chief Executive Officer, Europe
Robert S. Orr and Director
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SIGNATURE

/s/ LYNN C. THURBER

Lynn C. Thurber

/s/ EARL E. WEBB

Henri-Claude de Bettignies

/s/ DARRYL HARTLEY-LEONARD

/s/ THOMAS C. THEOBALD

Thomas C. Theobald

John R. Walter

/s/ NICHOLAS J. WILLMOTT

Nicholas J. Willmott

Chief Executive Officer of
LaSalle Investment Management and
Director

Chief Executive Officer
of the Americas and Director

Director

Director

Director

Director

Director

Director

Senior Vice President and
Global Controller
(Principal Accounting Officer)
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EXHIBIT
NUMBER

EXHIBIT INDEX

DESCRIPTION

Subscription Agreement (Incorporated by reference to
Exhibit 2.01 to the Registrant's Registration Statement No.
333-25741) .

Purchase and Sale Agreement, dated as of October 21, 1998, as
amended, with respect to the acquisition by the Registrant of
the JLW Parent Companies operating in Europe and the U.S.A.
(the "Europe/USA Agreement") (Incorporated by reference to
Exhibit 10.1 to the Current Report on Form 8-K dated
October 22, 1998 (filed December 9, 1998)).

Purchase and Sale Agreement, dated as of October 21, 1998, as
amended, with respect to the acquisition by the Registrant of
the JLW Parent Companies operating in Australia and New Zealand
(the "Australasia Agreement") (Incorporated by reference to
Exhibit 10.2 to the Current Report on Form 8-K dated
October 22, 1998 (filed December 9, 1998)).

Purchase and Sale Agreement, dated as of October 21, 1998, as
amended, with respect to the acquisition by the Registrant of
the JLW Parent Companies operating in Asia (the "Asia
Agreement") (Incorporated by reference to Exhibit 10.3 to the
Current Report on Form 8-K dated October 22, 1998 (filed
December 9, 1998)).

Form of Purchase and Sale Joinder Agreement, dated as of
October 21, 1998, by and among the Registrant and each of the
shareholders selling equity 1interests in the JLW Parent
Companies wunder the Europe/USA Agreement (Incorporated Dby
reference to Exhibit 10.4 to the Current Report on Form 8-K
dated October 22, 1998 (filed December 9, 1998)).

Form of Purchase and Sale Joinder Agreement, dated as of
October 21, 1998, by and among the Registrant and each of the
shareholders selling equity 1interests in the JLW Parent
Companies under the Australasia Agreement (Incorporated by
reference to Exhibit 10.5 to the Current Report on Form 8-K
dated October 22, 1998 (filed December 9, 1998)).

Form of Purchase and Sale Joinder Agreement, dated as of
October 21, 1998, by and among the Registrant and each of the
shareholders selling equity 1interests in the JLW Parent
Companies under the Asia Agreement (Incorporated by reference
to Exhibit 10.6 to the Current Report on Form 8-K dated
October 22, 1998 (filed December 9, 1998)).

Form of Indemnity and Escrow Agreement, dated as of October 21,
1998, by and among the Registrant, certain subsidiaries of the
Registrant and each of the shareholders selling equity
interests 1in the JLW Parent Companies under the Europe/USA
Agreement, the Australasia Agreement and the Asia Agreement
(Incorporated by reference to Exhibit 10.7 to the Current
Report on Form 8-K dated October 22, 1998 (filed December 9,
1998)) .
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EXHIBIT
NUMBER

DESCRIPTION

Form of Stockholder Agreement, dated as of October 21, 1998, by
and among the Registrant and each of the persons receiving
shares of common stock under the Europe/USA Agreement, the
Australasia Agreement and the Asia Agreement (Incorporated by
reference to Exhibit 10.8 to the Current Report on Form 8-K
dated October 22, 1998 (filed December 9, 1998)).

Form of Stockholder Agreement, dated as of October 21, 1998, by
and among the Registrant and each of the partners of DEL-LPL
Limited Partnership and DEL-LPAML Limited Partnership who was
an employee of the Registrant in October 1998 and who received
shares of Common Stock in connection with the dissolution of
DEL-LPL Limited Partnership and DEL-LPAML Limited Partnership
(Incorporated by reference to Exhibit 10.9 to the Current
Report on From 8-K dated October 22, 1998 (filed December 9,
1998)) .

Charter of Jones Lang LaSalle Incorporated (incorporated by
reference to Exhibit 3.1 to Jones Lang LaSalle Incorporated's
Registration Statement on Form S-4 (File No. 333-48074-01)).

Amended and Restated Bylaws of the Registrant (Attached hereto
and incorporated herein as Exhibit 3.2).

Articles of Association of Jones Lang LaSalle Finance B.V.
(English Translation of Dutch Original) (incorporated Dby
reference to Jones Lang LaSalle Incorporated's Registration
Statement on Form S-4 (File No. 333-48074-01)).

Charter of Jones Lang LaSalle Americas, Inc. (incorporated by
reference to Exhibit 3.4 to Jones Lang LaSalle Incorporated's
Registration Statement on Form S-4 (File No. 333-48074-01)).

Bylaws of Jones Lang LaSalle Americas, Inc. (incorporated by
reference to Exhibit 3.5 to Jones Lang LaSalle Incorporated's
Registration Statement on Form S-4 (File No. 333-48074-01)).

Charter of LaSalle Investment Management, Inc. (incorporated by
reference to Exhibit 3.6 to Jones Lang LaSalle Incorporated's
Registration Statement on Form S-4 (File No. 333-48074-01)).

Bylaws of LaSalle Investment Management, Inc. (incorporated by
reference to Exhibit 3.7 to Jones Lang LaSalle Incorporated's
Registration Statement on Form S-4 (File No. 333-48074-01)).

Certificate of Incorporation of Jones Lang LaSalle
International, Inc. (incorporated by reference to Exhibit 3.8
to Jones Lang LaSalle Incorporated's Registration Statement on
Form S-4 (File No. 333-48074-01)).

Bylaws of Jones Lang LaSalle International, Inc. (incorporated
by reference to Exhibit 3.9 to Jones Lang LaSalle
Incorporated's Registration Statement on Form S-4 (File No.

333-48074-01)) .

Charter of Jones Lang LaSalle Co-Investment, Inc. (incorporated
by reference to Exhibit 3.10 to Jones Lang LaSalle
Incorporated's Registration Statement on Form S-4 (File No.

333-48074-01)) .

Bylaws of Jones Lang LaSalle Co-Investment, Inc. (incorporated
by reference to Exhibit 3.11 to Jones Lang LaSalle
Incorporated's Registration Statement on Form S-4 (File No.

333-48074-01)) .
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EXHIBIT
NUMBER

10.1

10.2

DESCRIPTION

Articles of Incorporation of LaSalle Hotel Advisors, Inc.
(incorporated by reference to Exhibit 3.12 to Jones Lang
LaSalle Incorporated's Registration Statement on Form S-4 (File
No. 333-48074-01)) .

Bylaws of LaSalle Hotel Advisors, Inc. (incorporated Dby
reference to Exhibit 3.13 to Jones Lang LaSalle Incorporated's
Registration Statement on Form S-4 (File No. 333-48074-01)).

Memorandum of Association of Jones Lang LaSalle Limited
(incorporated by reference to Exhibit 3.14 to Jones Lang
LaSalle Incorporated's Registration Statement on Form S-4 (File
No. 333-48074-01)) .

Articles of Association of Jones Lang LaSalle Limited
(incorporated by reference to Exhibit 3.15 to Jones Lang
LaSalle Incorporated's Registration Statement on Form S-4 (File
No. 333-48074-01)) .

Form of certificate representing shares of Jones Lang LaSalle
Incorporated common stock (Incorporated by reference to
Exhibit 4.1 to the Quarterly Report on Form 10-Q for the
quarter ended March 31, 2001).

Indenture, dated July 26, 2000, among Jones Lang LaSalle
Finance B.V., Jones Lang LaSalle Incorporated, as parent
Guarantor, Jones Lang LaSalle Americas, Inc., Lasalle
Investment Management, Inc., Jones Lang LaSalle International,
Inc., Jones Lang LaSalle Co-Investment, 1Inc., LaSalle Hotel
Advisors, Inc. and Jones Lang LaSalle Limited, as Guarantors,
and The Bank of New York, as trustee (incorporated by reference
to Exhibit 4.1 to Jones Lang LaSalle Incorporated's Quarterly
Report on Form 10-Q for the gquarterly period ended June 30,
2000) .

Form of Note (included in Exhibit 4.2).

Registration Rights Agreement, dated July 19, 2000, among Jones
Lang LaSalle Finance B.V., Jones Lang LaSalle Incorporated,
Jones Lang LaSalle Americas, Inc., LaSalle Investment
Management, Inc., Jones Lang LaSalle International, Inc., Jones
Lang LaSalle Co-Investment, Inc., LaSalle Hotel Advisors, Inc.,
Jones Lang LaSalle Limited, Morgan Stanley & Co. International
Limited, Bank of America International Limited, BMO Nesbitt
Burns Corp., and Chase Manhattan International Limited
(incorporated by reference to Exhibit 4.1 to Jones Lang LaSalle
Incorporated's Quarterly Report on Form 10-Q for the quarterly
period ended June 30, 2000).

Multicurrency Credit Agreement, dated as of September 21, 2001
(Incorporated by reference to Exhibit 10.1 to the Quarterly
Report on Form 10-Q for the quarter ended September 30, 2001).

First Amendment to Credit Agreement dated as of December 31,
2001, attached hereto and incorporated herein as Exhibit 10.2.
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EXHIBIT

NUMBER DESCRIPTION

10.3 Asset Purchase Agreement, dated as of December 31, 1996, by and
among LaSalle Construction Limited Partnership, LaSalle
Partners Limited Partnership, Clune Construction Company, L.P.
and Michael T. Clune (Incorporated by reference to
Exhibit 10.10 to the Registrant's Registration Statement No.
333-25741) .

10.4 1997 Stock Award and Incentive Plan (Incorporated by reference
to Exhibit 99.2 to the Registrant's Registration Statement No.
333-42193) .

10.5 Amendment to the Registrant's 1997 Stock Award and Incentive
Plan (Incorporated by reference to Exhibit 10.1 to the
Quarterly Report on Form 10-Q for the quarter ended June 30,
1998) .

10.6 Second Amendment to the 1997 Stock Award and Incentive Plan

(Incorporated by reference to Exhibit 10.1 to the Quarterly
Report on Form 10-Q for the quarter ended September 30, 1999).

10.7 Third Amendment to the 1997 Stock Award and Incentive Plan
(Incorporated by reference to Exhibit 10.2 to the Quarterly
Report on Form 10-Q for the quarter ended September 30, 1999).

10.8 Fourth Amendment to the 1997 Stock Award and Incentive Plan
(Incorporated by reference to Exhibit 10.8 to the Annual Report
on Form 10-K for the year ended December 31, 2000).

10.9 Fifth Amendment to the Jones Lang LaSalle Incorporated 1997
Stock Award and Inceptive Plan (Incorporated by reference to
Exhibit 10.1 to the Quarterly Report on Form 10-Q for the
quarter ended June 30, 2001).

10.10 Sixth Amendment to the Jones Lang LaSalle Incorporated 1997
Stock Award and Incentive Plan, attached hereto and
incorporated herein as Exhibit 10.10.

10.11 Employee Stock Purchase Plan (Incorporated by reference to
Exhibit 99.1 to the Registrant's Registration Statement No.
333-42193) .

10.12 First Amendment to the Employee Stock Purchase Plan

(Incorporated by reference to Exhibit 10.2 to the Quarterly
Report on Form 10-Q for the quarter ended June 30, 1998).

10.13 Second Amendment to the Employee Stock Purchase Plan
(Incorporated by reference to Exhibit 10.3 to the Quarterly
Report on Form 10-Q for the quarter ended September 30, 1998).

10.14 Third Amendment to the Employee Stock Purchase Plan
(incorporated by reference to Exhibit 10.2 to Jones Lang
LaSalle Incorporated's Quarterly Report on Form 10-Q for the
quarterly period ended June 30, 2000).

10.15 Amended and Restated Stock Compensation Program (incorporated
by reference to Exhibit 10.11 to Jones Lang LaSalle
Incorporated's Annual Report on Form 10-K for the fiscal year
ended December 31, 1999).

10.16 First Amendment to Amended and Restated Stock Compensation
Program (Incorporated by reference to Exhibit 10.1 to Jones
Lang LaSalle Incorporated's Quarterly Report on Form 10-Q for
the quarter ended March 31, 2001).
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EXHIBIT
NUMBER DESCRIPTION

10.17 Description of Management Incentive Plan (Incorporated by
reference to Exhibit 10.8 to the Annual Report on Form 10-K for
the year ended December 31, 1997).

10.18 Registration Rights Agreement, dated as of April 22, 1997, by
and among the Registrant, DEL-LPL Limited Partnership, DEL-
LPAML Limited Partnership, DSA-LSPL, Inc., DSA-LSAM, Inc. and
Galbreath Holdings, LLC (Incorporated by reference to Exhibit
10.14 to the Registrant's Registration Statement No. 333-
25741.)

10.19 Form of Indemnification Agreement with Executive Officers and
Directors (Incorporated by Reference to Exhibit 10.14 to the
Annual Report on Form 10-K for the year ended December 31,
1998) .

10.20 Severance Pay Plan, attached hereto and incorporated herein as
Exhibit 10.20.

10.21 Senior Executive Services Agreement with Christopher A. Peacock
(incorporated by reference to Exhibit 10.16 to Jones Lang
LaSalle Incorporated's Annual report on Form 10-K for the
fiscal year ended December 31, 1999).

10.22 Senior Executive Service Agreement with Robert Orr
(incorporated by reference to Exhibit 10.17 to Jones Lang
LaSalle Incorporated's Annual Report on Form 10-K for the
fiscal year ended December 31, 1999).

10.23 Consent Agreement, dated as of April 15, 1997, by and among
DSA-LSPL, Inc., DSA-LSAM, Inc., DEL-LPL Limited Partnership,
DEL-LPAML Limited Partnership, DEL/LaSalle Finance Company,
L.L.C., LaSalle Partners Limited Partnership and LaSalle
Partners Management Limited Partnership (Incorporated by
reference to Exhibit 10.16 to the Registrant's Registration
Statement No. 333-25741.)

10.24 Consent Agreement, dated as of April 22, 1997, by and among the
Stockholders of The Galbreath Company and The Galbreath Company
of California, Inc., Galbreath Holdings, LLC, DEL-LPL Limited
Partnership, DEL-LPAML Limited Partnership, DEL/LaSalle Finance
Company, L.L.C., LaSalle Partners Limited Partnership and
LaSalle Partners Management Limited Partnership (Incorporated
by reference to Exhibit 10.17 to the Registrant's Registration
Statement No. 333-25741.)

10.25 Jones Lang LaSalle Savings Related Share Option (UK) Plan
adopted October 24, 2001, attached hereto and incorporated
herein as Exhibit 10.25

12.1 Computation of Ratio of Earnings to Fixed Charges.

21.1 List of Subsidiaries

23.1 Independent Auditors' Consent

24.1 Power of Attorney (Set forth on page preceding signature page

of this report.)

99.1 Jones Lang LaSalle press release announcing 2001 earnings
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Effective as of December 18, 2001



AMENDED AND RESTATED BYLAWS

OF

JONES LANG LASALLE INCORPORATED

(hereinafter called the "Corporation")

Effective as of December 18, 2001

ARTICLE I

SECTION 1. PRINCIPAL OFFICE. The principal office of the
Corporation within the State of Maryland shall be in the City of Baltimore,
State of Maryland.

SECTION 2. OTHER OFFICES. The Corporation may also have offices at
such other places, both within and without the State of Maryland, as the
Board of Directors may from time to time determine.

ARTICLE II

SECTION 1. PLACE OF MEETINGS. Meetings of the stockholders for the
election of directors or for any other purpose shall be held at such time
and place, within the United States, as shall be designated from time to
time by the Board of Directors and stated in the notice of the meeting or
in a duly executed waiver of notice thereof.

SECTION 2. ANNUAL MEETINGS. The annual meetings of stockholders
shall be held on such date and at such time during the month of May as
shall be designated from time to time by the Board of Directors and stated
in the notice of the meeting, at which meetings the stockholders shall
elect directors, and transact such other Dbusiness as may properly be
brought before the meeting. Written notice of the annual meeting stating
the place, date and hour of the meeting shall be given to each stockholder
entitled to vote at such meeting and each other stockholder entitled to
notice of such meeting not less than ten nor more than ninety days before
the date of the meeting. Failure to hold an annual meeting does not
invalidate the Corporation's existence or affect any otherwise wvalid
corporate acts.

SECTION 3. SPECIAL MEETINGS. Unless otherwise prescribed by law or
by the Charter, special meetings of stockholders, for any purpose or
purposes, may be called by (1) the Chairman of the Board, (11) the
President, or (iii) the Board of Directors and must be called by the
Secretary on the written request of stockholders entitled to cast at least
a majority of all the votes entitled to be cast at the meeting, which
request shall state the purpose or purposes of the proposed meeting and the
matters proposed to be acted upon at such meeting. At a special meeting of
the stockholders, only such Dbusiness shall Dbe conducted as shall be
specified in the notice of meeting (or any supplement thereto). Written
notice of a special meeting stating the place, date and hour of the meeting



as determined by the Board of Directors, the Chairman of the Board, the
Chief Executive Officer, or the President and the purpose or purposes for
which the meeting is called shall be given by the Secretary not less than
ten (10) nor more than ninety (90) days before the date of the meeting to
each stockholder entitled to vote at such meeting and each stockholder
entitled to notice of such meeting.

SECTION 4. QUORUM. Except as otherwise required by law or by the
Charter, the holders of a majority of the shares of stock issued and
outstanding and entitled to vote thereat, present in person or represented
by proxy, shall constitute a quorum at all meetings of the stockholders for
the transaction of Dbusiness. A quorum, once established, shall not be
broken by the withdrawal of enough votes to leave less than a quorum. If,
however, such quorum shall not be present or represented at any meeting of
the stockholders, the stockholders entitled to vote thereat, present in
person or represented by proxy, shall have power to adjourn the meeting
from time to time, without notice other than announcement at the meeting,
until a quorum shall be present or represented. At such adjourned meeting
at which a quorum shall be present or represented, any business may be
transacted which might have been transacted at the meeting as originally
noticed. If the adjournment is to a date more than one hundred twenty (120)
days after the original record date, or if after the adjournment a new
record date is fixed for the adjourned meeting, a notice of the adjourned
meeting shall be given to each stockholder entitled to vote at the meeting
not less than ten (10) nor more than ninety (90) days before the date of
the meeting.

SECTION 5. PROXIES. Any stockholder entitled to vote may do so in
person or by his or her proxy appointed by an instrument in writing signed
by such stockholder or by his or her agent hereunto authorized, delivered
to the Secretary of the meeting; provided, however, that no proxy shall be
voted or acted upon after eleven months from its date, unless said proxy
provides for a longer period.

SECTION 6. VOTING. At all meetings of the stockholders at which a
quorum 1is present, except as otherwise required by law, the Charter or
these Bylaws, any question brought before any meeting of stockholders shall
be decided by the affirmative vote of a majority of the total number of
votes cast by holders of stock entitled to vote on such question, voting as
a single class. The Board of Directors, 1in its discretion, or the officer
of the Corporation presiding at a meeting of stockholders, in his or her
discretion, may require that any votes cast at such meeting shall be cast
by written ballot.

SECTION 7. NATURE OF BUSINESS AT MEETINGS OF STOCKHOLDERS. No
business may be transacted at an annual meeting of stockholders, other than
business that is either (a) properly brought before the annual meeting by
or at the direction of the Board of Directors (or any duly authorized
committee thereof) or (b) otherwise properly brought Dbefore the annual
meeting by any stockholder of the Corporation (i) who is a stockholder of
record on the date of the giving of the notice provided for in this
Section 7 and on the record date for the determination of stockholders
entitled to vote at such annual meeting and (ii) who complies with the
notice procedures set forth in this Section 7.

In addition to any other applicable requirements, for business to be
properly brought Dbefore an annual meeting by a stockholder, such
stockholder must have given timely notice thereof in proper written form to
the Secretary of the Corporation.



To be timely, a stockholder's notice to the Secretary must be
delivered to or mailed and received at the principal executive offices of
the Corporation not less than ninety (90) days nor more than one hundred
twenty (120) days prior to the anniversary date of the immediately
preceding annual meeting of stockholders; provided, however, that in the
event that the annual meeting 1is called for a date that is not within
thirty (30) days before or after such anniversary date, notice by the
stockholder in order to be timely must be so received not later than the
close of business on the tenth (10th) day following the day on which notice
of the date of the annual meeting was mailed or public announcement of the
date of the annual meeting was made, whichever first occurs. In no event
shall the public announcement of an adjournment of an annual meeting
commence a new time period for the giving of a stockholder's notice as
described above.

To be in proper written form, a stockholder's notice to the Secretary
must set forth as to each matter such stockholder proposes to bring before
the annual meeting (i) a brief description of the business desired to be
brought Dbefore the annual meeting and the reasons for conducting such
business at the annual meeting, (ii) the name and record address of such
stockholder, (iii) the class or series and number of shares of stock of the
Corporation which are owned beneficially or of record by such stockholder,
(iv) a description of all arrangements or understandings Dbetween such
stockholder and any other person or persons (including their names) in
connection with the proposal of such business by such stockholder and any
material interest of such stockholder in such business and (v) a
representation that such stockholder intends to appear in person or by
proxy at the annual meeting to bring such business before the meeting.

No business shall be conducted at the annual meeting of stockholders,
except business brought before the annual meeting in accordance with the
procedures set forth 1in this Section 7, PROVIDED, HOWEVER, that, once
business has been properly brought before the annual meeting in accordance
with such procedures, nothing in this Section 7 shall be deemed to preclude
discussion by any stockholder of any such business. If the Chairman of an
annual meeting determines that business was not properly brought before the
annual meeting in accordance with the foregoing procedures, the Chairman
shall declare to the meeting that the business was not properly brought
before the meeting and such business shall not be transacted.

For purposes of this Section 7, "public announcement" shall mean an
announcement 1in a press release reported by the Dow Jones News Service,
Associated Press or comparable national news service or 1in a document
publicly filed by the Corporation with the Securities and Exchange
Commission pursuant to Section 13, 14 or 15(d) of the Securities Exchange
Act of 1934, as amended (the "Exchange Act").

SECTION 8. RECORD DATE. In order that the Corporation may determine
the stockholders entitled to notice of or to vote at any meeting of
stockholders or any adjournment thereof, or entitled to receive any
dividend or other distribution or any allotment of other rights, or
entitled to exercise any rights in respect of any change, conversion or
exchange of stock, or for the purpose of any other lawful action, the Board
of Directors may fix a record date, which record date shall not precede the
close of business on the day on which the record date is fixed and which
record date: (a), in the case of any meeting of stockholders or adjournment
thereof, shall not be more than ninety (90) nor less than ten (10) days
before the date of such meeting; and (b), in the case of any other action,
shall not be more than ninety days prior to such other action. If no record
date is fixed: (x) the record date for determining stockholders entitled to
notice of or to vote at a meeting of stockholders shall be the later of (1)
the close of business on the day on which notice is mailed or (ii) the
thirtieth day before the meeting; and (y) the record date for determining
stockholders for any other purpose shall be at the close of business on the
day on which the Board of Directors adopts the resolution relating thereto.
A determination of stockholders of record entitled to notice of or to vote
at a meeting of stockholders shall apply to any adjournment of the meeting;
PROVIDED, HOWEVER, that the Board of Directors may fix a new record date
for the adjourned meeting.



SECTION 9. INFORMAL ACTION. Any action required or permitted to be
taken at a meeting of the stockholders may be taken without a meeting if
there 1is filed with the records of meetings of stockholders a unanimous
written consent which sets forth the action and 1is signed by each
stockholder entitled to vote on the matter and a written waiver of any
right to dissent signed by each stockholder entitled to notice of the
meeting but not entitled to vote thereat.

ARTICLE III

SECTION 1. NUMBER AND ELECTION OF DIRECTORS. Subject to the
provisions of Article X, the Board of Directors shall consist of not less
than 3 nor more than 15 members, the exact number of which shall be
determined from time to time Dby resolution adopted by the Board of
Directors. Subject to the provisions of Article X and except as provided in
Section 3 of this Article III, directors shall be elected Dby the
stockholders at the annual meetings of stockholders, and each director so
elected shall hold office until such director's successor 1is duly elected
and qualifies, or wuntil such director's earlier death, resignation or
removal. Directors need not be stockholders.

SECTION 2. NOMINATION OF DIRECTORS. Subject to the provisions of
Article X, only persons who are nominated in accordance with the following
procedures shall Dbe eligible for election and qualified to serve as
directors of the Corporation, except as may be otherwise provided in the
Charter (with respect to the right of holders of common stock or preferred
stock of the Corporation to nominate and elect a specified number of
directors in certain circumstances). Subject to the provisions of Article
X, nominations of persons for election to the Board of Directors may be
made at any annual meeting of stockholders, or at any special meeting of
stockholders called for the purpose of electing directors, (a) by or at the
direction of the Board of Directors (or any duly authorized committee
thereof) or (b) by any stockholder of the Corporation (1) who 1s a
stockholder of record on the date of the giving of the notice provided for
in this Section 2 and on the record date for the determination of
stockholders entitled to vote at such meeting and (ii) who complies with
the notice procedures set forth in this Section 2.

In addition to any other applicable requirements, for a nomination to
be made by a stockholder, such stockholder must have given timely notice
thereof in proper written form to the Secretary of the Corporation.

To be timely, a stockholder's notice to the Secretary must be
delivered to or mailed and received at the principal executive offices of
the Corporation (a), in the case of an annual meeting, not less than ninety
(90) days nor more than one hundred twenty (120) days prior to the
anniversary date of the immediately preceding annual meeting of
stockholders; provided, however, that, in the event that the annual meeting
is called for a date that is not within thirty (30) days before or after
such anniversary date, notice by the stockholder in order to be timely must
be so received not later than the close of business on the tenth (10th) day
following the day on which notice of the date of the annual meeting was
mailed or public announcement of the date of the annual meeting was made,
whichever first occurs; and (b), 1in the case of a special meeting of
stockholders called for the purpose of electing directors, not later than
the close of business on the tenth (10th) day following the day on which
notice of the date of the special meeting was mailed or public announcement
of the date of the special meeting was made, whichever first occurs. In no
event shall the public announcement of an adjournment of an annual or
special meeting commence a new time period for the giving of a
stockholder's notice as described above.



To be in proper written form, a stockholder's notice to the Secretary
must set forth (a) as to each person whom the stockholder proposes to
nominate for election as a director (i) the name, age, business address and
residence address of the person, (idi) the principal occupation or
employment of the person, (iii) the class or series and number of shares of
stock of the Corporation which are owned beneficially or of record by the
person and (iv) any other information relating to the person that would be
required to be disclosed in a proxy statement or other filings required to
be made 1in connection with solicitations of proxies for election of
directors pursuant to Section 14 of the Exchange Act, and the rules and
regulations promulgated thereunder; and (b) as to the stockholder giving
the notice (i) the name and record address of such stockholder, (ii) the
class or series and number of shares of stock of the Corporation which are
owned beneficially or of record by such stockholder, (iii) a description of
all arrangements or understandings Dbetween such stockholder and each
proposed nominee and any other person or persons (including their names)
pursuant to which the nomination(s) are to be made by such stockholder,
(iv) a representation that such stockholder intends to appear in person or
by proxy at the meeting to nominate the persons named in its notice and (v)
any other information relating to such stockholder that would be required
to be disclosed in a proxy statement or other filings required to be made
in connection with solicitations of proxies for election of directors
pursuant to Section 14 of the Exchange Act and the rules and regulations
promulgated thereunder. Such notice must be accompanied by a written
consent of each proposed nominee to being named as a nominee and to serve
as a director 1if elected.

If the Chairman of the meeting determines that a nomination was not
made 1in accordance with the foregoing procedures, the Chairman shall
declare to the meeting that the nomination was defective and such defective
nomination shall be disregarded.

For purposes of this Section 2, "public announcement" shall mean an
announcement in a press release reported by the Dow Jones News Service,
Associated Press or comparable national news service or 1in a document
publicly filed by the Corporation with the Securities and Exchange
Commission pursuant to Section 13, 14 or 15(d) of the Exchange Act.

SECTION 3. VACANCIES. Subject to the provisions of Article X and to
the terms of any one or more classes or series of common stock or preferred
stock, any vacancy on the Board of Directors that results from an increase
in the number of directors may be filled by a majority of the entire Board
of Directors, and any other vacancy occurring on the Board of Directors may
be filled by a majority of the Board of Directors then in office, even if
less than a quorum, or by a sole remaining director. The stockholders may
elect to fill a vacancy on the Board of Directors which results from the
removal of a Director. Notwithstanding the foregoing, whenever the holders
of any one or more class or classes or series of preferred stock or common
stock of the Corporation shall have the right, voting separately as a
class, to elect directors at an annual or special meeting of stockholders,
the election, term of office, filling of vacancies and other features of
such directorships shall be governed by the Charter.

SECTION 4. DUTIES AND POWERS. The business and affairs of the
Corporation shall be managed under the direction of the Board of Directors
which may exercise all such powers of the Corporation and do all such
lawful acts and things as are not by statute or by the Charter or by these
Bylaws required to be exercised or done by the stockholders.



SECTION 5. ORGANIZATION. At each meeting of the Board of Directors,
the Chairman of the Board or, in the absence of the Chairman of the Board
the Chief Executive Officer or, 1in the absence of the Chief Executive
Officer, the President or, 1in the absence of the President, the Chief
Operating Officer or, in the absence of the Chief Operating Officer, the
Deputy Chairman of the Board, if there be one or, in the absence of the
Deputy Chairman of the Board, a director chosen by a majority of the
directors present, shall act as Chairman of the meeting. The Secretary of
the Corporation shall act as Secretary of each meeting of the Board of
Directors. In case the Secretary shall be absent from any meeting of the
Board of Directors, an Assistant Secretary shall perform the duties of
Secretary at such meeting; and, in the absence from any such meeting of the
Secretary and all the Assistant Secretaries, the Chairman of the meeting
may appoint any person to act as Secretary of the meeting.

SECTION 6. REMOVALS OF DIRECTORS. Any director or the entire Board
of Directors may be removed only in accordance with the provisions of the
Charter.

SECTION 7. MEETINGS. The Board of Directors may hold meetings, both
regular and special, either within or without the State of Maryland.
Regular meetings of the Board of Directors may be held at such time and at
such place as may from time to time be determined Dby the Board of
Directors. Special meetings of the Board of Directors may be called by the
Chairman of the Board, the Chief Executive Officer, the President, or a
majority of the directors then in office. Notice of every regular or
special meeting of the Board stating the place, date and hour of the
meeting shall be given to each director either by mail not less than
forty-eight (48) hours before the date of the meeting, by telephone,
facsimile or telegram on twenty-four (24) hours' notice, or on such shorter
notice as the person or persons calling such meeting may deem necessary or
appropriate in the circumstances.

SECTION 8. QUORUM. Except as may be otherwise required by law and,
subject to the provisions of Article X, the Charter or these Bylaws, at all
meetings of the Board of Directors, a majority of the entire Board of
Directors shall constitute a quorum for the transaction of business and the
action of a majority of the directors present at any meeting at which there
is a quorum shall be the action of the Board of Directors. If a quorum
shall not Dbe present at any meeting of the Board of Directors, the
directors present thereat may adjourn the meeting from time to time,
without notice other than announcement at the meeting of the time and place
of the adjourned meeting, until a quorum shall be present.

SECTION 9. ACTIONS OF BOARD. Unless otherwise provided by the
Charter or these Bylaws, any action required or permitted to be taken at
any meeting of the Board of Directors or of any committee thereof may be
taken without a meeting, if all the members of the Board of Directors or
committee, as the case may be, consent thereto in writing, and the writing
or writings are filed with the minutes of proceedings of the Board of
Directors or committee.

SECTION 10. MEETINGS BY MEANS OF CONFERENCE TELEPHONE. Unless
otherwise provided by the Charter or these Bylaws, members of the Board of
Directors, or any committee thereof, may (and, at the request of any such
member, shall be given an opportunity to) participate in a meeting of the
Board of Directors or such committee by means of a conference telephone or
similar communications equipment 1if all persons participating 1in the
meeting can hear each other at the same time, and participation in a
meeting pursuant to this Section 10 shall constitute presence in person at
such meeting.



SECTION 11. COMMITTEES. Subject to the provisions of Article X: (i)
the Board of Directors may, by resolution passed by a majority of the
entire Board of Directors, appoint one or more committees of one or more of
the directors of the Corporation; (ii) the Board of Directors may designate
one or more directors as alternate members of any committee, who may
replace any absent or disqualified member at any meeting of any such
committee; and (iii) 1in the absence or disqualification of a member of a
committee, and in the absence of a designation by the Board of Directors of
an alternate member to replace the absent or disqualified member, the
member or members thereof present at any meeting and not disqualified from
voting, whether or not he or they constitute a quorum, may unanimously
appoint another member of the Board of Directors to act at the meeting in
the place of any absent or disqualified member. Any committee, to the
extent permitted by law and provided in these Bylaws or in the resolution
establishing such committee, shall have and may exercise all the powers and
authority of the Board of Directors in the management of the business and
affairs of the Corporation.

SECTION 12. COMPENSATION. The directors may be paid their expenses,
if any, of attendance at each meeting of the Board of Directors and may be
paid a fixed sum for attendance at each meeting of the Board of Directors
or a stated salary, or such other emoluments as the Board of Directors
shall from time to time determine. No such payment shall preclude any
director from serving the Corporation in any other capacity and receiving
compensation therefor. Members of special or standing committees may be
allowed compensation for attending committee meetings.

SECTION 13. ENTIRE BOARD OF DIRECTORS. As used in these Bylaws
generally, the term "entire Board of Directors" means the total number of
directors which the Corporation would have 1if there were no vacancies.
Notwithstanding anything to the contrary provided herein, if at any time
the number of directors actually holding office do not constitute the
requisite percentage of the entire Board of Directors necessary to take
action as provided in these Bylaws, then any action required to be taken on
such item shall be taken by an affirmative vote of 75% of the directors
then in office; provided, however, during the Transition Period at least
one JLW Director and one Parent Director must vote in favor of such action.

ARTICLE IV

OFFICERS
SECTION 1. GENERAL. Subject 1in each case to the provisions of
Article X, the officers of the Corporation shall be elected by the Board of
Directors and shall be (1) a Chairman of the Board (who must be a
director), (ii) a President, (iii) a Secretary and (iv) a Treasurer, each

of whom shall be elected by the Board of Directors and shall hold office
for such term and shall exercise such powers and perform such duties as set
forth in these Bylaws and as shall be determined from time to time by the
Board of Directors. The Board of Directors or the Chairman of the Board, in
his or her discretion, may also elect or appoint a Deputy Chairman of the
Board, one or more Executive Vice Presidents, Senior Vice Presidents,
Managing Directors, Principals, Vice Presidents, Assistant Secretaries,
Assistant Treasurers and other officers; the Chief Executive Officer and
President may each appoint one or more Executive Vice Presidents, Senior
Vice Presidents, Managing Directors, Principals, Vice Presidents, Assistant
Secretaries, Assistant Treasurers and other officers; and the Chief
Operating Officer may appoint one or more Vice Presidents, Assistant
Secretaries, Assistant Treasurers and other officers of the Corporation
below the level of Vice President, each of whom shall hold office for such
term and shall exercise such powers and perform such duties as set forth in



these Bylaws and as shall be determined from time to time (i) by the Board
of Directors, 1f such officer was elected or appointed by the Board of
Directors, the Chairman of the Board, the Chief Executive Officer, the
President, or the Chief Operating Officer, (ii) by the Chairman of the
Board, if such officer was elected or appointed by the Chairman of the
Board, the Chief Executive Officer, the President, or the Chief Operating
Officer, (iii) by the Chief Executive Officer if such officer was appointed
by the Chief Executive Officer, the President, or the Chief Operating
Officer, (iv) by the President 1if such officer was appointed by the
President or the Chief Operating Officer, or (v) by the Chief Operating
Officer if such officer was appointed by the Chief Operating Officer. Any
two or more offices may be held by the same person.

SECTION 2. REMOVAL/RESIGNATION. Subject in each case to the
provisions of Article X, all officers of the Corporation shall hold office
until their successors are chosen and qualified, or until their earlier
resignation or removal and any officer may be removed at any time (i) by
the affirmative vote of a majority of the entire Board of Directors, (ii)
by the Chairman of the Board, if such officer was elected or appointed by
the Chairman of the Board, the Chief Executive Officer, the President, or
the Chief Operating Officer, (iii) by the Chief Executive Officer if such
officer was appointed by the Chief Executive Officer, the President, or the
Chief Operating Officer, (iv) by the President 1if such officer was
appointed by the President or the Chief Operating Officer, or (v) by the
Chief Operating Officer 1if such officer was appointed Dby the Chief
Operating Officer.

SECTION 3. VOTING SECURITIES OWNED BY THE CORPORATION. Powers of
attorney, proxies, waivers of notice of meeting, consents and other
instruments relating to securities owned by the Corporation may be executed
in the name of and on behalf of the Corporation by the Chairman of the
Board, the Chief Executive Officer, the President, the Chief Operating
Officer, any Deputy Chairman of the Board, or any Executive Vice President,
and any such officer may in the name of and on behalf of the Corporation,
take all such action as any such officer may deem advisable to vote in
person or by proxy at any meeting of security holders of any corporation in
which the Corporation may own securities, and at any such meeting shall
possess and may exercise any and all rights and power incident to the
ownership of such securities and which, as the owner thereof, the
Corporation might have exercised and possessed if present. The Board of
Directors may, by resolution, from time to time confer like powers upon any
other person or persons. Shares of the Corporation's own stock owned
directly or indirectly by the Corporation shall not be voted at any meeting
and shall not be counted in determining the total number of outstanding
shares entitled to be voted at any given time unless such shares are held
by the Corporation in a fiduciary capacity.

SECTION 4. CHAIRMAN OF THE BOARD. The Chairman of the Board shall
preside at all meetings of the stockholders of the Corporation and shall
have such other powers and duties as may from time to time be assigned by
the Board of Directors. The Chairman of the Board shall make reports to
the Board of Directors and the stockholders, and shall see that all orders
and resolutions of the Board of Directors and of any committee thereof are
carried into effect.

SECTION 5. CHIEF EXECUTIVE OFFICER. The Chief Executive Officer
shall be responsible for the overall strategies of the business and for
achieving maximum return on the firm's invested capital. The Chief

Executive Officer will report to the company's Board of Directors. The
Chief Executive Officer will coordinate and manage the efforts of the
Company's senior executives to develop and achieve the firm's current and
long-term objectives and vision. The Chief Executive Officer is
responsible for the operating policies and procedures for the organization.
The Chief Executive Officer 1s the senior firm representative to 1its
clients, the financial community, and the general public. The Chief
Executive Officer shall possess the power to execute all deeds, mortgages,
bonds, contracts, certificates and other instruments of the Corporation
requiring a seal, under the seal of the Corporation, except in cases where



the execution thereof shall Dbe expressly delegated by the Board of
Directors or by these Bylaws to some other officer or agent of the
Corporation or shall be required by law to be otherwise executed or signed.

SECTION 6. PRESIDENT. In most cases, the President shall also be
the Chief Executive Officer and in such cases shall have the powers of the
Chief Executive Officer. In the event the President is not also the Chief

Executive Officer, the President shall perform such other duties and may
exercise such other powers as from time to time may be assigned to him or
her by these Bylaws, the Chairman of the Board, Chief Executive Officer, or
by the Board of Directors, including, but not limited to, the power to
execute all deeds, mortgages, bonds, contracts, certificates and other
instruments of the Corporation requiring a seal, under the seal of the
Corporation, except in cases where the execution thereof shall be expressly
delegated by the Board of Directors or by these Bylaws to some other
officer or agent of the Corporation or shall be required by law to be
otherwise executed or signed.

SECTION 7. CHIEF OPERATING OFFICER. The Chief Operating Officer
shall direct, oversee, and coordinate the activities of the Corporation to
achieve goals and objectives and to implement policies established by the
Chief Executive Officer, the President and the Board of Directors. The
Chief Operating Officer shall play a significant role in supporting the
Chief Executive Officer and the President in advancing the Corporation's
relationship with its «clients, its shareholders, and the financial
community. The Chief Operating Officer shall also perform such other
duties and may exercise such other powers as from time to time may be
assigned to him or her by these Bylaws, the Chairman of the Board, the
Chief Executive Officer, the President, or by the Board of Directors.

SECTION 8. CHIEF FINANCIAL OFFICER. The Chief Financial Officer
shall be responsible for maintaining the financial integrity of the
Corporation, shall prepare the financial plans for the Corporation and
shall monitor the financial performance of the Corporation and 1its
subsidiaries, as well as performing such other duties as may be assigned by
the Chairman of the Board, the Board of Directors, Chief Executive Officer,
or the President.

SECTION 9. DEPUTY CHAIRMAN OF THE BOARD. The Deputy Chairman of the
Board, if there be one, shall, in the absence of the Chairman of the Board,
Chief Executive Officer, the President and the Chief Operating Officer,
preside at all meetings of the stockholders of the Corporation and shall
perform such other duties and may exercise such other powers as from time
to time may be assigned to him by the Board of Directors, the Chairman of
the Board, the Chief Executive Officer, or the President.

SECTION 10. EXECUTIVE VICE PRESIDENTS, SENIOR VICE PRESIDENTS,
MANAGING DIRECTORS, PRINCIPALS AND VICE PRESIDENTS. Each Executive Vice
President, Senior Vice President, Managing Director, Principal or other
Vice President shall perform such duties and have such powers as from time
to time may be assigned to him by the Board of Directors, the Chairman of
the Board, the Chief Executive Officer, or the President, as provided in
Section 1 of this Article IV.

SECTION 11. SECRETARY. The Secretary shall attend all meetings of
the Board of Directors and all meetings of stockholders and record all the
proceedings thereat in a book or books to be kept for that purpose; the
Secretary shall also perform like duties for the standing committees when
required. The Secretary shall give, or cause to be given, notice of all
meetings of the stockholders and special meetings of the Board of
Directors, and shall perform such other duties as may be prescribed by the
Board of Directors, the Chairman of the Board, the Chief Executive Officer,
the President, or the Chief Operating Officer, under whose supervision the
Secretary shall act. If the Secretary shall be unable or shall refuse to
cause to be given notice of all meetings of the stockholders and special
meetings of the Board of Directors, and if there be no Assistant Secretary,
then either the Board of Directors or the Chairman of the Board, the Chief
Executive Officer, the President, or the Chief Operating Officer may choose
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another officer to cause such notice to be given. The Secretary shall have
custody of the seal of the Corporation and the Secretary or any Assistant
Secretary, if there be one, shall have authority to affix the same to any
instrument requiring it and when so affixed, it may be attested by the
signature of the Secretary or by the signature of any such Assistant
Secretary. The Board of Directors may give general authority to any other
officer to affix the seal of the Corporation and to attest the affixing by
his or her signature. The Secretary shall see that all books, reports,
statements, certificates and other documents and records required by law to
be kept or filed are properly kept or filed, as the case may be.

SECTION 12. TREASURER. The Treasurer shall have the custody of the
corporate funds and securities and shall keep full and accurate accounts of
receipts and disbursements in books belonging to the Corporation and shall
deposit all moneys and other valuable effects in the name and to the credit
of the Corporation in such depositories as may be designated by the Board
of Directors. The Treasurer shall disburse the funds of the Corporation as
may be ordered by the Board of Directors, taking proper vouchers for such
disbursements, and shall render to the Chairman of the Board, the Chief
Executive Officer, the President and the Board of Directors, at its regular
meetings, or when the Board of Directors so requires, an account of all
transactions as Treasurer and of the financial condition of the
Corporation. If required by the Board of Directors, the Treasurer shall
give the Corporation a bond in such sum and with such surety or sureties as
shall be satisfactory to the Board of Directors for the faithful
performance of the duties of the office of Treasurer and for the
restoration to the Corporation, in case of the Treasurer's death,
resignation, retirement or removal from office, of all Dbooks, papers,
vouchers, money and other property of whatever kind in the Treasurer's
possession or under control of the Treasurer belonging to the Corporation.

SECTION 13. ASSISTANT SECRETARIES. Except as may be otherwise
provided in these Bylaws, Assistant Secretaries, 1f there be any, shall
perform such duties and have such powers as from time to time may be
assigned to them by the Board of Directors, the Chairman of the Board, the
Chief Executive Officer, the President, the Chief Operating Officer, any
Executive Vice President, 1if there be one, or the Secretary and, in the
absence of the Secretary or in the event of his or her disability or
refusal to act, shall perform the duties of the Secretary and, when so
acting, shall have all the powers of and be subject to all the restrictions
upon the Secretary.

SECTION 14. ASSISTANT TREASURERS. Assistant Treasurers, 1if there be
any, shall perform such duties and have such powers as from time to time
may be assigned to them by the Board of Directors, the Chairman of the
Board, the Chief Executive Officer, the President, the Chief Operating
Officer, any Executive Vice President, if there be one, or the Treasurer
and, 1in the absence of the Treasurer or in the event of the Treasurer's
disability or refusal to act, shall perform the duties of the Treasurer
and, when so acting, shall have all the powers of and be subject to all the
restrictions upon the Treasurer. If required by the Board of Directors, an
Assistant Treasurer shall give the Corporation a bond in such sum and with
such surety or sureties as shall be satisfactory to the Board of Directors
for the faithful performance of the duties of the office of Assistant
Treasurer and for the restoration to the Corporation, in case of the
Assistant Treasurer's death, resignation, retirement or removal from
office, of all Dbooks, papers, vouchers, money and other property of
whatever kind in the Assistant Treasurer's possession or under control of
the Assistant Treasurer belonging to the Corporation.
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ARTICLE V

SECTION 1. FORM OF CERTIFICATES. Every holder of stock in the
Corporation shall be entitled to have certificates which represent and
certify the shares of stock of the Corporation owned of record by such
stockholder. Each stock certificate shall include on its face the name of
the Corporation, the name of the stockholder to whom it 1is issued, the
class of stock and number of shares represented by the certificate and a
statement that the Corporation shall furnish on request and without charge
a full statement of any designations, preferences, conversion and other
rights, voting powers, restrictions, limitations as to dividends,
qualifications, terms and conditions of redemption, and, in the case of
preferred stock or a special class in a series, the differences in the
relative rights and preferences between the shares of each series to the
extent that they have been set and the authority of the Board of Directors
to set the relative rights and preferences of a subsequent series, and
shall otherwise be in such form, not inconsistent with the Maryland General
Corporation Law (the "MGCL") and the Charter, as shall be approved by the
Board of Directors or any officer or officers designated for such purpose
by resolution of the Board of Directors.

SECTION 2. SIGNATURES. Each such certificate shall be signed, in the

name of the Corporation, (i) by the Chairman of the Board, the Chief
Executive Officer, the President, the Chief Operating Officer, or an
Executive Vice President and (11) by the Treasurer or an Assistant

Treasurer, or the Secretary or an Assistant Secretary of the Corporation,
certifying the number of shares of stock in the Corporation owned of record
by such holder. Any or all of the signatures on a certificate may be a
facsimile. In case any officer, transfer agent or registrar who has signed
or whose facsimile signature has been placed upon a certificate shall have
ceased to be such officer, transfer agent or registrar Dbefore such
certificate is issued, it may be 1issued by the Corporation with the same
effect as if such person were such officer, transfer agent or registrar at
the date of issue.

SECTION 3. LOST, DESTROYED, STOLEN OR MUTILATED CERTIFICATES. The
Board of Directors or any officer of the Corporation may direct a new
certificate to be issued in place of any certificate theretofore issued by
the Corporation alleged to have been lost, stolen or destroyed, upon the
making of an affidavit of that fact by the person claiming the certificate
of stock to be lost, stolen or destroyed. When authorizing such issue of a
new certificate, the Board of Directors may, in 1its discretion and as a
condition precedent to the issuance thereof, require the owner of such
lost, stolen or destroyed certificate, or such person's legal
representative, to advertise the same 1in such manner as the Board of
Directors shall require and/or to give the Corporation a bond in such sum
as 1t may direct as indemnity against any claim that may be made against
the Corporation with respect to the certificate alleged to have been lost,
stolen or destroyed.

SECTION 4. TRANSFERS. Stock of the Corporation shall be transferable
in the manner prescribed by law and in these Bylaws. Transfers of stock
shall be made on the books of the Corporation only by the person named in
the certificate or Dby such person's attorney lawfully constituted in
writing and wupon the surrender of the certificate therefor, properly
endorsed for transfer and payment of all necessary transfer taxes;
provided, however, that such surrender and endorsement or payment of taxes
shall not be required in any case in which the officers of the Corporation
shall determine to waive such requirement. Every certificate exchanged,
returned or surrendered to the Corporation shall be marked "Cancelled,"
with the date of cancellation, by the Secretary or Assistant Secretary of
the Corporation or the transfer agent thereof. No transfer of stock shall
be valid as against the Corporation for any purpose until it shall have
been entered in the stock records of the Corporation by an entry showing
from and to whom transferred.
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SECTION 5. TRANSFER AND REGISTRY AGENTS. The Corporation may from
time to time maintain one or more transfer offices or agents and registry
offices or agents at such place or places as may be determined from time to
time by the Board of Directors.

SECTION 6. BENEFICIAL OWNERS. The Corporation shall be entitled to
recognize the exclusive right of a person registered on its books as the
owner of shares to receive dividends, and to vote as such owner, and to
hold liable for calls and assessments a person registered on its books as
the owner of shares, and shall not be bound to recognize any equitable or
other claim to or interest in such share or shares on the part of any other
person, whether or not it shall have express or other notice thereof,
except as otherwise provided by law.

ARTICLE VI

SECTION 1. NOTICES. Whenever written notice 1is required by law, the
Charter or these Bylaws to be given to any director, member of a committee
or stockholder, such notice may be given by hand-delivery, telecopier or
air courier, and in the case of a notice to a stockholder may be given by
hand-delivery or mail, addressed to such director, member of a committee or
stockholder, at such person's address or telecopy number as it appears on
the records of the Corporation, as the case may be, with any charges
therefor being prepaid, and such notice shall be deemed to be given at the
time personally delivered if delivered by hand; upon transmission thereof
by the sender and issuance by the transmitting machine of a confirmation
slip relating thereto, 1f telecopied; on the third business day after
delivery to the air courier for courier delivery, if sent by air courier;
and at the time when the same shall be deposited with the United States
Mail, if sent by mail.

SECTION 2. WAIVERS OF NOTICE.

(a) Whenever any notice is required by law, the Charter or these
Bylaws, to be given to any director, member of a committee or stockholder,
a waiver thereof in writing, signed by the person or persons entitled to
said notice, whether before or after the time stated therein, shall be
deemed equivalent to notice. Attendance of a person at a meeting in person
or represented by proxy, shall constitute a waiver of notice of such
meeting, except where the person attends the meeting for the express
purpose of objecting at the beginning of the meeting to the transaction of
any business because the meeting is not lawfully called or convened.

(b) Neither the business to be transacted at, nor the purpose of,
any regular or special meeting of the stockholders, directors or members of
a committee of directors need be specified in any written waiver of notice
unless so required by law, the Charter or these Bylaws.

ARTICLE VII

SECTION 1. DIVIDENDS. Subject to the requirements of the MGCL and
the provisions of the Charter, dividends upon the stock of the Corporation
may be authorized by the Board of Directors at any regular or special
meeting of the Board of Directors and may be paid in cash, in property, or
in shares of the Corporation's capital stock.
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SECTION 2. DISBURSEMENTS. All checks or demands for money and notes
of the Corporation shall be signed by such officer or officers or such
other person or persons as the Board of Directors may from time to time
designate.

SECTION 3. FISCAL YEAR. The fiscal year of the Corporation shall end
on December 31st of each year.

SECTION 4. CORPORATE SEAL. The corporate seal shall have inscribed
thereon the name of the Corporation, the year of its organization and the
words "Corporate Seal, Maryland." The seal may be used by causing it or a

facsimile thereof to be impressed or affixed or reproduced or otherwise.

ARTICLE VIII

SECTION 1. POWER TO INDEMNIFY IN ACTIONS, SUITS OR PROCEEDINGS.
Subject to Section 2 of this Article VIII, the Corporation shall indemnify
any person who was or is a party or is threatened to be made a party to any
threatened, pending or completed action, suit or proceeding, whether civil,

criminal, administrative or 1investigative (collectively a "Proceeding
Corporation, or 1s or as serving at the request of the Corporation as a
director, officer, partner ") by reason of the fact that such person is or

was a director or officer of the, trustee, employee or agent of another
corporation, partnership, joint venture, trust, employee benefit plan or
other enterprise, against expenses (including attorneys' fees), Jjudgments,
penalties, fines and amounts paid in settlement actually and reasonably
incurred by such person in connection with such Proceeding unless it 1is

established that: (i) the act or omission of such person was material to
the matter giving rise to the Proceeding and (A) was committed in bad faith
or (B) was the result of active and deliberate dishonesty; (ii) such person

actually received an improper personal benefit in money, property or
services; or (iii), in the case of any criminal proceeding, such person had
reasonable cause to believe that the act or omission was unlawful ((i),
(ii) and (iii) collectively "Improper Conduct"). The termination of any
Proceeding by judgment, order or settlement shall not, of itself, create a
presumption that such person committed Improper Conduct. The termination of
any Proceeding by conviction or upon a plea of nolo contendere or 1its
equivalent, or an entry of an order of probation prior to judgment, shall
create a rebuttable presumption that such person committed Improper
Conduct.

SECTION 2. AUTHORIZATION OF INDEMNIFICATION. Any indemnification
under this Article VIII (unless ordered by a court) shall be made by the
Corporation only as authorized in the specific case upon a determination
that indemnification of the director or officer 1is ©proper 1in the
circumstances because such did not commit Improper Conduct. Such
determination shall be made (i) by a majority vote of a quorum consisting
of directors who are not parties to such Proceeding or, if a guorum cannot
be obtained, then by a majority vote of a committee of the Board of
Directors consisting solely of two or more directors who are not parties to
such Proceeding and who were duly designated to act in the matter by a
majority vote of the full Board of Directors in which the designated
directors who are parties to such Proceeding may participate, (ii) by
written opinion of special legal counsel selected by the Board of Directors
or a committee of the Board as set forth in (i) of this Section 2 or, 1if
the requisite quorum of the full Board of Directors cannot be obtained
therefor and the committee cannot be established, by a majority vote of the
full Board of Directors in which directors who are parties to such
Proceedings may participate or (iii) by the stockholders. To the extent,
however, that a director or officer of the Corporation has been successful
on the merits or otherwise in defense of any Proceeding described above, or
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in defense of any claim, issue or matter therein, such person shall be
indemnified against expenses (including attorneys' fees) actually and
reasonably incurred by such person in connection therewith, without the
necessity of authorization in the specific case.

SECTION 3. DIRECTORS' RELIANCE ON REPORTS. For purposes of any
determination under Section 2 of this Article VIII, a director shall be
deemed not to have committed Improper Conduct if (i), in performing his or
her duties, such director relied on any information, opinion, report or
statement, 1including any financial statement or other financial data,
prepared or presented by (A) an officer or employee of the Corporation whom
such director reasonably believed to be reliable and competent on the
matters presented, (B) a lawyer, public accountant or other person, as to a
matter which such director reasonably believed to be within the person's
professional or expert competence or (C) a committee of the Board of
Directors on which such director did not serve, as to a matter within its
delegated authority, if such director reasonably believed the committee to
merit confidence; and (11i) such director did not have any knowledge
concerning the matter in gquestion which would cause such reliance to be
unwarranted. The provisions of this Section 3 shall not be deemed to be
exclusive or to limit in any way the circumstances in which a director may
be deemed to not have committed Improper Conduct.

SECTION 4. INDEMNIFICATION BY A COURT. Notwithstanding any contrary
determination in the specific case under Section 2 of this Article VIII,
and notwithstanding the absence of any determination thereunder, a court of
appropriate jurisdiction, upon application of an officer or director and
such notice as the court shall require, may order indemnification in the
following circumstances: (i) if it determines that an officer or director
has not committed Improper Conduct, the court shall order indemnification,
in which case the officer or director shall be entitled to recover the
expenses of securing such reimbursement; or (ii) if it determines that the
officer or director 1is fairly and reasonably entitled to indemnification,
whether or not the officer or director has committed Improper Conduct or,
in a Proceeding charging improper personal Dbenefit to the officer or
director, such officer or director has been adjudged to be liable on the
basis that the personal benefit was improperly received, the court may
order such indemnification as the <court shall deem proper, provided,
however, that such indemnification shall be limited to expenses with
respect to (x) any Proceeding by or in the right of the Corporation or (y)
any Proceeding charging improper personal Dbenefit to the officer or
director, where such officer or director has been adjudged to be liable on
the basis that the personal benefit was improperly received.

SECTION 5. EXPENSES PAYABLE IN ADVANCE. Expenses incurred by a
director or officer in defending or investigating a threatened or pending
action, suit or proceeding shall be paid or reimbursed by the Corporation
in advance of the final disposition of such action, suit or proceeding upon
receipt of (i) a written affirmation by the director or officer of such
director's or officer's good faith belief that the standard of conduct
necessary for indemnification by the Corporation has been met and (ii) a
written undertaking by or on behalf of such director or officer to repay
such amount if it shall ultimately be determined that such person is not
entitled to be indemnified by the Corporation as authorized in this Article
VIIT.

SECTION 6. NONEXCLUSIVITY OF INDEMNIFICATION AND ADVANCEMENT OF
EXPENSES. The indemnification and advancement of expenses provided by or
granted pursuant to this Article VIII shall not be deemed exclusive of any
other rights to which those seeking indemnification or advancement of
expenses may be entitled under the Charter or any Bylaw, agreement,
contract, vote of stockholders or directors, an agreement or otherwise,
both as to action in such person's official capacity and as to action in
another capacity while holding such office, it being the policy of the
Corporation that indemnification of the persons specified in Section 1 of
this Article VIII shall be made to the fullest extent permitted by law. The
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provisions of this Article VIII shall not Dbe deemed to preclude the
indemnification of any person who 1s not specified in Section 1 of this
Article VIII but whom the Corporation has the power or obligation to
indemnify under the provisions of the MGCL, or otherwise.

SECTION 7. INSURANCE. The Corporation may purchase and maintain
insurance on behalf of any person who is or was a director or officer of
the Corporation, or 1is or was a director or officer of the Corporation
serving at the request of the Corporation as a director, officer, partner,
trustee, employee or agent of another corporation, partnership, Jjoint
venture, trust, employee benefit plan or other enterprise against any
liability asserted against such person and incurred by such person in any
such capacity, or arising out of such person's status as such, whether or
not the Corporation would have the power or the obligation to indemnify
such person against such liability under the provisions of this Article
VIITI.

SECTION 8. CERTAIN DEFINITIONS. For purposes of this Article VIII,
references to "the Corporation" shall include, in addition to the resulting
corporation, any constituent corporation (including any constituent of a
constituent) absorbed in a consolidation or merger which, if its separate
existence had continued, would have had power and authority to indemnify
its directors or officers, so that any person who is or was a director or
officer of such constituent corporation, or is or was a director or officer
of such constituent corporation serving at the request of such constituent
corporation as a director, officer, partner, trustee, employee or agent of
another corporation, partnership, Jjoint venture, trust, employee Dbenefit
plan or other enterprise, shall stand 1in the same position wunder the
provisions of this Article VIII with respect to the resulting or surviving
corporation as such person would have with respect to such constituent
corporation 1if its separate existence had continued. For purposes of this
Article VIII, references to "fines" shall include any excise taxes assessed
on a person with respect to an employee benefit plan; and references to
"serving at the request of the Corporation”" shall include any service as a
director, officer, partner, trustee, employee or agent of the Corporation
which imposes duties on, or involves services by, such director or officer
with respect to an employee benefit plan, its participants or
beneficiaries.

SECTION 9. SURVIVAL OF INDEMNIFICATION AND ADVANCEMENT OF EXPENSES.
The indemnification and advancement of expenses provided by, or granted
pursuant to, this Article VIII shall, wunless otherwise provided when
authorized or ratified, continue as to a person who has ceased to be a
director or officer and shall inure to the benefit of the heirs, executors
and administrators of such a person.

SECTION 10. LIMITATION ON INDEMNIFICATION. Notwithstanding anything
contained in this Article VIII to the contrary, except for proceedings to
enforce rights to indemnification (which shall be governed by Section 4
hereof), the Corporation shall not be obligated to indemnify any director
or officer (or his or her heirs, executors or personal or legal
representatives) or advance expenses 1in connection with a proceeding (or
part thereof) initiated by such person unless such proceeding (or part
thereof) was authorized or consented to by the Board of Directors of the
Corporation.

SECTION 11. INDEMNIFICATION OF EMPLOYEES AND AGENTS. The Corporation
may, to the extent authorized from time to time by the Board of Directors,
provide rights to indemnification and to the advancement of expenses to
employees and agents of the Corporation similar to those conferred in this
Article VIII to directors and officers of the Corporation.

16



ARTICLE IX

SECTION 1. AMENDMENTS. Subject in each case to the provisions of
Article X, these Bylaws may be altered, amended or repealed, in whole or in
part, or new Bylaws may be adopted by the Board of Directors or by the
stockholders as provided in the Charter.

ARTICLE X

SECTION 1. GENERAL. Notwithstanding anything else contained in these
Bylaws to the contrary, the provisions of this Article X are intended to
reflect certain transitional matters set forth in the Purchase and Sale
Agreement (Europe/USA), dated as of October 21, 1998, the Purchase and Sale
Agreement (Asia), dated as of October 21, 1998 and the Purchase and Sale
Agreement (Australasia), dated as of October 21, 1998 (collectively the
"Purchase Agreements") Dby and among the Corporation, <certain of the
Corporation's subsidiaries and the other parties named therein.

SECTION 2. DIRECTORS. Notwithstanding anything to the contrary set
forth in these Bylaws, during the period ending on the first to occur of
(i) the first Business Day following the fifth annual meeting of the
stockholders of Parent following the closing of the transactions
contemplated by the Purchase Agreements (the "Closing") and (ii) June 1,
2003 (the "Transition Period") the following provisions shall apply:

(A) The Board of Directors shall consist of fourteen members;
provided that the number of members constituting the Board of Directors may
at any time be increased to fifteen by a resolution approved by the Parent
Nominating Committee and the JLW Nominating Committee (as defined below)
and by a majority of the entire Board of Directors.

(B) Immediately following the Closing, the Board of Directors
shall consist of the following members appointed to the following classes
of directors (each of which members shall have been designated as set forth
in Section 1.9(a) of the Purchase Agreements): (1) Mr. Stuart L. Scott
(class II, term expires 1999), Mr. Robert C. Spoerri (class I, term expires
2001), Mr. M.G. Rose (class III, term expires 2000) and Mr. Daniel W.
Cummings (class I, term expires 2001) (the "Parent Employee Directors,"
which term shall also be deemed to refer to any replacement for a Parent
Employee Director elected in accordance with the applicable provisions of

this Article X):; (ii) Mr. Darryl Hartley-Leonard (class I, term expires
2001), Mr. Thomas C. Theobald (class III, term expires 2000) and Mr. John
R. Walter (class 11, term expires 1999) (the "Parent Independent
Directors," which term shall also be deemed to refer to any replacement for
a Parent Independent Director elected in accordance with the applicable
provisions of this Article X, who shall be an Independent Director); (iii)

Mr. Christopher A. Peacock (class II, term expires 1999), Mr. Michael J.
Smith (class III, term expires 2000), Mr. Peter H.T. Lee (class III, term
expires 2000) and Mr. Clive J. Pickford (class II, term expires 1999) (the
"JLW Employee Directors," which term shall also be deemed to refer to any
replacement for a JLW Employee Director elected 1in accordance with the
applicable provisions of this Article X); and (iv) Professor Henri-Claude
de Bettignies (class I, term expires 2001), Mr. Derek A. Higgs (class III,
term expires 2000) and Dr. David K.P. Li (class II, term expires 1999) (the
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"JLW Independent Directors," which term shall also be deemed to refer to
any replacement for a JLW Independent Director elected in accordance with
the applicable provisions of this Article X, who shall be an Independent
Director) . The Parent Employee Directors and the Parent Independent
Directors are sometimes collectively referred to herein as the "Parent
Directors" and the JLW Employee Directors and the JLW Independent Directors
are sometimes collectively referred to herein as the "JLW Directors."
Notwithstanding any other provision hereof, (i) it shall be a qualification
for any director elected by the Board of Directors to replace any JLW
Director (whose term 1s expiring or has expired or who shall have been
removed or become disqualified or who shall have resigned, retired, died or
otherwise shall fail to continue to serve as a director of the Corporation)
that such replacement director shall have been nominated by the JLW
Nominating Committee, and (ii) it shall be a qualification for any director
elected by the Board of Directors to replace any Parent Director (whose
term 1is expiring or has expired or who shall have been removed or become
disqualified or who shall have resigned, retired, died or otherwise shall
fail to continue to serve as a director of the Corporation) that such
replacement director shall have been nominated by the Parent Nominating
Committee.

(C) The Parent Employee Directors in office from time to
time, together with two or more Parent Independent Directors selected by
such Parent Employee Directors, shall constitute a committee of the Board
of Directors (the "Parent Nominating Committee") with the powers and duties
delegated to such committee 1in +this Article X, and the JLW Employee
Directors in office from time to time, together with two or more JLW
Independent Directors selected by such JLW Employee Directors, shall
constitute a committee of the Board of Directors (the "JLW Nominating
Committee") with the powers and duties delegated to such committee in this
Article X. Except as otherwise set forth in this Article X, the Parent
Nominating Committee and the JLW Nominating Committee (collectively, the
"Nominating Committees") shall exercise all power and authority of the
Board of Directors with respect to designation of persons as the nominees
of the Board of Directors for election to, or designating persons to fill
vacancies on, the Board of Directors.

(D) Prior to each meeting of the stockholders at which the
term of office of any Parent Director 1is expiring or at which any
replacement for a Parent Director is to be elected, the Parent Nominating
Committee may designate a nominee for election to such position (which
designee must be reasonably acceptable to the JLW Nominating Committee),
and prior to each meeting of the stockholders at which the term of office
of any JLW Director 1is expiring or at which any replacement for a JLW
Director 1s to be elected, the JLW Nominating Committee may designate a
nominee for election to such position (which designee must be reasonably
acceptable to the Parent Nominating Committee); provided that at least
three Parent Directors and at least three JLW Directors shall at all times
be Independent Directors and that at least one JLW Independent Director
shall at all times have his primary place of business and residence outside
of the United Kingdom. At any meeting of the stockholders at which
directors are to be elected, the officer of the Corporation presiding at
such meeting shall nominate, before the nominations are closed and the vote
taken, the nominee(s) designated by the applicable Nominating Committees
pursuant to the foregoing. At any meeting of the stockholders at which
directors are to be elected, neither the Board of Directors nor any
committee thereof shall nominate (or cause there to be nominated) as a
director any person not designated as a nominee by one of the Nominating
Committees pursuant to the foregoing.
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(E) If any Parent Director 1s removed from the Board of
Directors, becomes disqualified, resigns, retires, dies or otherwise cannot
continue to serve as a member of the Board of Directors, the Parent
Nominating Committee shall have the exclusive power on behalf of the entire
Board of Directors to designate a person to fill such vacancy, and if any
JLW Director is removed from the Board of Directors, becomes disqualified,
resigns, retires, dies, or otherwise cannot continue to serve as a member
of the Board of Directors, the JLW Nominating Committee shall have the
exclusive power on behalf of the entire Board of Directors to designate a
person to fill such wvacancy, 1in each case, subject to the approval of a
majority of the directors then remaining in office; provided that at least
three Parent Directors and at least three JLW Directors shall at all times
be Independent Directors; and provided, further, that at least one JLW
Independent Director shall at all times have his primary place of business
and residence outside of the United Kingdom.

(F) In the event that the number of members constituting the
Board of Directors 1s increased to fifteen as provided in (A) above, the
Parent Nominating Committee and the JLW Nominating Committee acting as a
single committee, shall elect an Independent Director to fill such vacancy
(the "Fifteenth Director"), which Independent Director must be approved by
a majority of the members of the Parent Nominating Committee, a majority of
the members of the JLW Nominating Committee and a majority of the entire
Board of Directors. Prior to any meeting of the stockholders at which the
term of office of such Fifteenth Director 1is expiring or at which a
replacement for such director is to be elected, the Nominating Committees
shall jointly acting as a single committee, designate a nominee for such
position, which nominee must be approved by a majority of the members of
the Parent Nominating Committee and a majority of the members of the JLW
Nominating Committee, and at such meeting of stockholders the nominations
shall not be closed or the vote taken until such nominee shall have been
nominated. Neither the Board of Directors nor any committee thereof shall
nominate (or cause there to Dbe nominated) any person to replace such
Fifteenth Director who has not been so designated by the Nominating
Committees. In the event that such Fifteenth Director is removed from the
Board of Directors, becomes disqualified, resigns, retires, dies or
otherwise cannot continue to serve as a member of the Board of Directors,
the Parent Nominating Committee and the JLW Nominating Committee, acting as
a single committee, shall have exclusive power on behalf of the Board of
Directors to designate a person to fill such wvacancy and shall Jjointly,
acting as a single committee, designate an Independent Director to serve in
such position, which Independent Director must be approved by a majority of
the members of the Parent Nominating Committee, a majority of the members
of the JLW Nominating Committee and by a majority of directors then
remaining in office.

For purposes of these Amended and Restated Bylaws, "Independent
Director" means any individual who 1is not a past or present employee or
officer of the Corporation or any Europe/USA Region Company, Asia Region
Company or Australasia Region Company (in each case as defined 1in the
Purchase Agreements), or any of their respective affiliates or an affiliate
of such an employee or officer, except as otherwise agreed Dby the
Nominating Committees of the Board of Directors.

SECTION 3. COMMITTEES. During the Transition Period, committees of

the Board of Directors shall be determined in accordance with Section 11 of
Article IITI.
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SECTION 4. OFFICERS. Stuart L. Scott shall hold the position of
Chairman of the Board and Chief Executive Officer for a period of at least
two years following the Closing, or until his earlier removal,
disqualification, resignation, retirement, death or incapacity. Christopher
Peacock shall hold the position of President, Deputy Chief Executive
Officer and Chief Operating Officer for a period of at least two vyears
following the Closing, or until his earlier removal, disqualification,
resignation, retirement, death or incapacity. If at any time following the
Closing, the position of Chairman of the Board and Chief Executive Officer
or President, Deputy Chief Executive Officer and Chief Operating Officer
becomes wvacant, such vacancy shall be filled by a majority vote of the
entire Board of Directors; provided that during the two-year period
immediately following the Closing, the Chairman of the Board and Chief
Executive Officer and President, Deputy Chief Executive Officer and Chief
Operating Officer shall be selected from the officers or employees of the

Corporation immediately prior to the Closing ("Parent Employees") and the
partners, officers or employees of the JLW Businesses (as defined in the
Purchase Agreements) immediately prior to the Closing ("JLW Employees");
provided, further, that during such period, (i) 1f the office of the

Chairman and Chief Executive Officer is held by a Parent Employee, then the
office of President, Deputy Chief Executive Officer and Chief Operating
Officer shall be held by a JLW Employee, and (ii) 1f the office of Chairman
of the Board and Chief Executive Officer is held by a JLW Employee, then
the office of President, Deputy Chief Executive Officer and Chief Operating
Officer shall be held by a Parent Employee. The Chairman of the Board and
Chief Executive Officer and the President, Deputy Chief Executive Officer
and Chief Operating Officer may only be removed from office by a majority
vote of the entire Board of Directors; provided that neither Mr. Scott nor
Mr. Peacock may be removed from such respective positions with or without
cause, prior to the second anniversary of the Closing, unless such removal
is approved by at least two-thirds of the entire Board of Directors.

SECTION 5. AMENDMENTS. During the Transition Period, the affirmative
vote of at least 75% of the entire Board of Directors shall be required to
alter or amend, or adopt any provision inconsistent with, or repeal, in
whole or in part, Article III, Article IV or Article X of these Bylaws.

SECTION 6. ACTIONS OF THE BOARD. During the Transition Period, the
affirmative vote of at least a majority of the entire Board of Directors
shall be required to constitute Board action, except as otherwise as
specifically provided in Section 2 of this Article X.
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EXHIBIT 10.2

FIRST AMENDMENT TO CREDIT AGREEMENT

This First Amendment to Credit Agreement (the "Amendment") dated as
of December 31, 2001 among Jones Lang LaSalle Finance B.V. (the
"Borrower"), the Guarantors party hereto, the Banks, and Harris Trust and
Savings Bank, as Administrative Agent;

WITNEZSS SET H:

WHEREAS, the Borrower, Guarantors, Banks and Harris Trust and Savings
Bank, as Agent, have heretofore executed and delivered a Multicurrency
Credit Agreement dated as of September 21, 2001 (the "Credit Agreement");
and

WHEREAS, the parties hereto desire to amend the Credit Agreement as
provided herein;

NOW, THEREFORE, for good and valuable consideration the receipt and
sufficiency of which is hereby acknowledged, the parties hereto agree that
the Credit Agreement shall be and hereby is amended as follows:

ARTICLE I
AMENDMENT

Subject to satisfaction of the conditions precedent set forth in
Article II below, the Credit Agreement shall be and hereby is amended as
follows:

1.1. Section 2.1(a) of the Credit Agreement 1is hereby amended by
deleting the first sentence thereof and inserting in its ©place the
following:

For the period from the Effective Date to and including
the Termination Date, the Borrower shall pay to the
Administrative Agent for the ratable account of the
Banks in accordance with their Percentages a commitment
fee (the "Commitment Fee") on the average daily Unused
Commitments at a rate of: (i) 0.20% per annum for each
day Level I Status exists, (ii) 0.25% per annum for
each day Level II Status exists, (iii) 0.30% per annum
for each day Level III Status exists, (iv) 0.35% per
annum for each day Level IV Status exists, and (v) 0.40%
per annum for each day Level V Status exists.

1.2. The defined terms "Adjusted EBIT", "Adjusted EBITDA",
"Applicable Margin", "Level I Status", "Level II Status", "Level III
Status", and "Pricing Date" appearing 1in Section 4.1 of the Credit

Agreement are each hereby amended and as so amended shall read as follows:



"Adjusted EBIT" means, for any period, Consolidated
Net Income for such period PLUS all amounts deducted in
arriving at such Consolidated Net Income for such period for
(i) Interest Expense, (ii) federal, state and local income tax
expense, (iii) all non-cash contributions or accruals to or
with respect to deferred profit sharing or compensation and
(iv) Permitted Adjustments; PROVIDED that any amounts added to
Consolidated Net Income pursuant to clause (iii) above for any
period shall be deducted from Consolidated Net Income for the
period, if ever, in which such amounts are paid in cash by the
Parent or any of its Subsidiaries.

"Adjusted EBITDA" means, for any period, Consolidated
Net Income for such period PLUS all amounts deducted in
arriving at such Consolidated Net Income for such period for
(i) Interest Expense, (ii) federal, state and local income tax
expense, (iii) all amounts properly charged for depreciation of
fixed assets and amortization of intangible assets on the books
of the Parent and its Restricted Subsidiaries, (iv) all
non-cash contributions or accruals to or with respect to
deferred profit sharing or compensation and (v) Permitted
Adjustments; PROVIDED that any amounts added to Consolidated
Net Income pursuant to clause (iv) above for any period shall
be deducted from Consolidated Net Income for the period, 1if
ever, in which such amounts are paid in cash by the Parent or
any of its Subsidiaries.

"Applicable Margin" means, on any date for any Domestic
Rate Loan or Eurocurrency Loan the rate per annum set forth
below, as in effect on such date as determined pursuant to the
provisions of the definition of Pricing date:

EURO-

CURRENCY DOMESTIC
LEVEL LOANS RATE LOANS
Level I Status 1.00% 0%
Level II Status 1.25% 0%
Level III Status 1.50% 0%
Level IV Status 2.00% 0%
Level V Status 2.25% 0.25%

; PROVIDED that from the Effective Date until the First Pricing
Date the Borrower shall be in Level III; PROVIDED FURTHER that
from January 1, 2002 until the Pricing Date for the fiscal
quarter of the Parent ending March 31, 2002 the Borrower shall
be in Level IV.

"Level I Status" exists at any date if, at such date,
neither Level IV Status nor Level V Status exists and the Total
Funded Debt to Adjusted EBITDA Ratio is less than 1.75 to 1.0.

"Level II Status" exists at any date i1if, at such date,
neither Level I Status, Level IV Status nor Level V Status
exists and the Total Funded Debt to Adjusted EBITDA Ratio 1is
less than 2.25 to 1.0.

"Level III Status" exists at any date if, at such date,
neither Level I Status, Level II Status, Level IV Status nor
Level V Status exists.



"Pricing Date" means, for any fiscal quarter of the
Parent ended after the date hereof, the latest date by which
the Parent is required to deliver a Compliance Certificate for

such fiscal quarter pursuant to Section 7.6 (b). The Applicable
Margin and Commitment Fee established on a Pricing Date shall
remain in effect until the next Pricing Date. If the Parent

has not delivered a Compliance Certificate by the date such
Compliance Certificate is required to be delivered under
Section 7.6 (b), Level IV Status or, 1f such Pricing Date
relates to a fiscal quarter of the Parent ending on or prior to
September 30, 2002, Level V Status, shall be deemed to exist
from such required delivery date until a Compliance Certificate
is delivered before the next Pricing Date. If the Parent
subsequently delivers such a Compliance Certificate before the
next Pricing Date, the Applicable Margin and Commitment Fee
established by such late delivered Compliance Certificate shall
take effect from the date of delivery until the next Pricing
Date. In all other circumstances, the Applicable Margin and
Commitment Fee established by a Compliance Certificate shall

be in effect from the Pricing Date that occurs immediately
after the end of the Parent's fiscal quarter covered by such
Compliance Certificate until the next Pricing Date.

1.3. Section 4.1 of the Credit Agreement 1s hereby amended by
inserting in proper alphabetical order the following new defined terms:

"Level IV Status" exists at any date if, at such date
Level V Status does not exist and the Borrower would not be in
compliance with any of either Section 7.16, 7.17 or 7.18 hereof
if Adjusted EBIT and Adjusted EBITDA, as applicable, were
calculated without giving effect to the addition of the
Permitted Adjustments.

"Level V Status" exists (i) from the Pricing Date for the
fiscal quarter of the Parent ending March 31, 2002 until the
next Pricing Date if the Adjusted EBITDA (calculated without
giving effect to the addition of the Permitted Adjustments) for
the fiscal quarter of the Parent ending March 31, 2002 is less
than $9,000,000, (ii) from the Pricing Date for the fiscal
quarter of the Parent ending June 30, 2002 until the next
Pricing Date if the Adjusted EBITDA (calculated without giving
effect to the addition of the Permitted Adjustments) for the
period commencing January 1, 2002 and ending June 30, 2002 is
less than $25,000,000 or (iii) from the Pricing Date for the
fiscal quarter of the Parent ending September 30, 2002 until
the next Pricing Date if the Adjusted EBITDA (calculated
without giving effect to the addition of the Permitted
Adjustments) for the period commencing January 1, 2002 and
ending September 30, 2002 is less than $57,000,000.

"Permitted Adjustments" means for the four calendar
quarter period ending on the dates set forth below the amount
set forth opposite such date:

FISCAL QUARTER ENDING PERMITTED ADJUSTMENT
December 31, 2001 $50,700,000
March 31, 2002 $52,300,000
June 30, 2002 $46,000,000
September 30, 2002 $28,500,000

1.4. Section 7.15 of the Credit Agreement 1is hereby amended by
deleting the amount "$280,000,000" appearing therein and inserting in its
place the amount "$270,000,000."



1.5. Section 7.16 of the Credit Agreement 1s hereby amended in its
entirety and as so amended shall read as follows:

Section 7.16. FUNDED DEBT TO ADJUSTED EBITDA. The
Parent will as of the last day of each calendar quarter
maintain the ratio of Total Funded Debt as of such day to
Adjusted EBITDA for the four calendar quarters then ended
(the "Total Funded Debt to Adjusted EBITDA Ratio") at not
more than:

TOTAL FUNDED
DEBT TO ADJUSTED
EBITDA RATIO

FROM AND TO AND SHALL NOT BE
INCLUDING INCLUDING GREATER THAN
June 30, 2001 March 31, 2002 3.00 to 1.00
April 1, 2002 June 30, 2002 2.90 to 1.00
July 1, 2002 Thereafter 2.75 to 1.00

1.6. Section 7.18 of the Credit Agreement 1s hereby amended in its
entirety and as so amended shall read as follows:

Section 7.18. LIQUIDITY RATIO. The Parent will as
of the last day of each calendar quarter maintain a Liquidity

Ratio of not less than:

LIQUIDITY RATIO

FROM AND TO AND SHALL NOT BE
INCLUDING INCLUDING GREATER THAN
October 1, 2001 December 31, 2001 1.05 to 1.00
January 1, 2002 Thereafter 1.10 to 1.00

ARTICLE II
CONDITIONS PRECEDENT

This Amendment shall Dbecome effective as of the date hereof wupon
satisfaction of the following conditions precedent:

(a) The Borrower, the Guarantors, the Required Banks and the
Administrative Agent shall have executed and delivered this Amendment; and

(b) The Borrower shall have paid each Bank which executes this
Amendment and delivers its signature page to the Administrative Agent by
the «close of Dbusiness on Friday, February 1, 2002 a non-refundable

amendment fee equal to 0.10% of such Bank's Commitment.

If this Amendment becomes effective, the changes in the Applicable
Margins and the Commitment Fee shall take effect with respect to any Loans,
Letters of Credit and the amount of the Commitments outstanding on December
31, 2001 and on each day thereafter, but any payment of interest, Letter of
Credit fees or Commitment Fees due on or after December 31, 2001 with
respect to Loans or Letters of Credit outstanding or the amount of the
Commitments on account of any day prior thereto shall be computed on the
basis of the Applicable Margin and Commitment fee in effect prior to such
effectiveness.



ARTICLE III

MISCELLANEOUS
3.1. To induce the Agent and the Banks to enter into this Amendment,
the Borrower and each Guarantor represents and warrants to the
Administrative Agent and the Banks that: (a) the representations and

warranties contained in the Credit Documents are true and correct in all
material respects as of the date hereof with the same effect as though made
on the date hereof; (b) after giving effect to this Amendment, no Event of
Default or Default exists; (c) this Amendment has been duly authorized by
all necessary corporate proceedings and duly executed and delivered by the
Borrower and each Guarantor, and the Credit Agreement, as amended by the
Amendment, and each of the other Credit Documents are the legal, valid and
binding obligations of the Borrower or Guarantor, enforceable against such
Borrower or Guarantor in accordance with their respective terms, except as
enforceability may be limited by bankruptcy, insolvency or other similar
laws of general application affecting the enforcement of creditors' rights
or by general principles of equity; and (d) no consent, approval,
authorization, order, registration or qualifi