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The financial data and comments contained in the Selected Financial Data, Management’s Discussion and
Analysis of Financial Condition and Results of Operations, the Consolidated and Combined Financial
Statements, and the Quarterly Results of Operations, located elsewhere within this report, have been included
in the Annual Report on Form 10-K for LaSalle Partners Incorporated filed with the Securities and

SELECTED FINANCIAL DATA FOR LASALLE PARTNERS INCORPORATED (UNAUDITED)

($in thousands, except share data)

STATEMENT OF OPERATIONS DATA:
Total revenue
Total operating expenses before merger related non-recurring charges ©

Operating income before merger related non-recurring charges
Merger related non-recurring charges ®

Operating income
Interest expense

Earnings before provision for income taxes
Net provision for income taxes

Netearnings

ADJUSTMENTS ®:
Merger related non-recurring charges
Tax benefit associated with merger related non-recurring charges

Adjusted net earnings @

Basic earnings per common share

Weighted average shares outstanding

Diluted earnings per common share

Diluted weighted average shares outstanding

OTHER DATA:
Adjusted EBITDA®©

CASH FLOWS PROVIDED BY (USED IN):
Operating activities

Investing activities

Financing activities

Investments under management
Total square feet-facility management ©
Total square feet under management©

BALANCE SHEET DATA:

Cashand cash equivalents

Total assets

Long-term debt

Total liabilities

Total partners’ capital (deficit)/ stockholders’ equity

Adjusted Actual represents actual historical earnings of LaSalle including the operating results for COMPASS since its acquisition, adjusted for
merger related non-recurring charges which consist of integration and transition costs related to the COMPASS acquisition and non-capitalizable
merger related expenses associated with the pending merger with Jones Lang Wootton. Management believes that Adjusted Actual is useful to
investorsasameasure of operating performance, cash generation and ability to service debt. However, Adjusted Actual should not be considered as
analternative either to: (i) net earnings (determined in accordance with GAAP); (i) operating cash flow (determined in accordance with GAAP);
or (iii) liquidity.

Pro forma results give effect to (i) the acquisition of Galbreath on April 22,1997, as adjusted for the Tenant Representation and Investment
Banking units which were not acquired, as if such acquisition had occurred on January 1,1996; (ii) the provision for income taxes as
though LaSalle and Galbreath were taxable entities as of January 1,1996 at an effective tax rate of 38.5%; and (iii) estimated incremental
general and administrative costs associated with operations as a public company and the repayment of LaSalle’s long-term notes payable
out of the proceeds of the initial public offering asif the Offering had occurred on January 1,1996.

Historical revenue and operating expenses have been reclassified to reflect personnel cost reimbursements received on property management
or specific clientassignments on a net rather than gross basis. There was no effect on operating income or net earnings as historically reported.

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.
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Exchange Commission on March 4,1999, a date which preceded the Special Meeting of the LaSalle shareholders
held on March 10,1999 to approve the pending merger with JLW. As such, historical results of operations reflect
those of LaSalle Partners Incorporated and refer to the merger with JLW as pending.

1998
Adjusted 1997 1996
1998 1997 1996 1995 1994 Actual® ProForma® ProForma®

$ 304,464 224,773 159,453 138,618 116,698 304,464 232,984 189,398
256,601 189,659 132,552 118,502 98,683 256,601 198,333 159,221

47,863 35,114 26,901 20,116 18,015 47,863 34,651 30,177
10,021 — — — — 10,021 — —

37,842 35,114 26,901 20,116 18,015 37,842 34,651 30,177
4,153 3,995 5,730 3,806 5,159 4,153 1,000 1,075

33,689 31,119 21171 16,310 12,856 33,689 33,651 29,102
13,224 5,279 1,207 505 554 13,224 12,956 11,204

$ 20,465 25,840 19,964 15,805 12,302 20,465 20,695 17,898

10,021 — —

(3,933) — —

26533 20,695 17,898
$ 1.26 1,500 1.289 1.100
16,215,478 16,200,000 16,215,478 16,200,000 16,200,000
$ 1.25 1.499 1.279 1.100
16,387,721 16,329,613 16,387,721 16,329,555 16,329,555

$ 61,318 44,207 32,317 24,356 20,866 61,318 44,407 37,624

$ 22969 40577 13964 13553 24628 29057 33027 13,646
(239,096)  (14,126)  (32478)  (5706)  (4885) (239,096)  (14367)  (31,852)
202,377 (3128) 17,189  (12365)  (12,028) 202,377  (10,996) 37,605

$ 14,200,000 14,700,000 15,200,000 11,500,000 10,700,000 14,200,000 14,700,000 15,200,000
188,000 98,900 66,700 66,700 50,600 188,000 98,900 97,500
400,500 202,700 131,600 125,700 102,400 400,500 202,700 200,000

$ 16,941 30,660 7,207 8,322 12,840
490,921 219,887 156,614 115,001 107,055
202,923 — 55,551 40,805 41,028
321,349 72,990 132,367 100,004 93,898
169,572 146,897 24,247 14,997 13,157

Pro forma basic earnings per common share are calculated based on the 16,200,000 shares outstanding upon completion of the initial public
offering. Pro forma diluted earnings per common share give further effect to the impact of outstanding dilutive options in accordance with
SFASNo.128.

Adjusted EBITDA represents earnings before interest expense, income taxes, depreciation and amortization and merger related non-recurring
charges. Management believes that Adjusted EBITDA is useful to investors as a measure of operating performance, cash generation and ability
toservice 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.

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

Represents the total square footage of properties for which LaSalle provided facility management services as of the end of the periods reflected.

Represents the total square footage of properties for which LaSalle provided property managementand leasing or facility management services
asof theend of the periods reflected.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS FOR LASALLE PARTNERS INCORPORATED

OVERVIEW

LaSalle Partners Incorporated (“LaSalle”) is a leading vertically integrated global real estate services
firm that provides leasing and management services, financial and corporate services and investment
management services to corporations and other real estate owners and investors worldwide. LaSalle has
grown by expanding both its client base and its range of services and products in anticipation of client
needs. LaSalle completed its initial public offering (“Offering™) on July 22,1997, raising net proceeds of
$82.8 million whichwere used primarily to repay its long-term debt and related interest of $63.5 million.

LaSalle has pursued a growth strategy that capitalizes on existing client relationships and emerging
industry trends. Historically, the four key components of the growth strategy included expanding client
relationships to increase the range of services currently provided in addition to developing new client
relationships, broadening its international presence and selectively pursuing strategic acquisitions and
co-investment opportunities.

During 1998, LaSalle generated nearly 50% of its fee based revenue from clients utilizing services from
multiple business units. Additionally, LaSalle generated approximately 85% of its fee based revenue
from clients it had previously served.

Since late 1994, LaSalle has completed the following strategic acquisitions: Alex. Brown Kleinwort Benson
Realty Advisors Corporation, a real estate investment advisor,in November 1994; CIN Property Manage-
ment,a London-based investment advisor,in October 1996; The Galbreath Company, a property and
development management company, in April 1997; the project management business of Satulah Group
Inc.,a project management/facilities conversion company, in January 1998; and COMPASS Management
and Leasing and certain of its affiliates, a property management and leasing, facility management and
project management company with operations in the United States, United Kingdom, Australia and
Brazil,in October 1998.

The acquisition of COMPASS, which was combined with LaSalle’s Leasing and Management Services
segment, created the largest real estate management services company in the United States, adding
approximately 200 million square feet of property and facility management assignments to LaSalle’s port-
folio. LaSalle paid $180.0 million in cash for the acquisition with provisions for an earnout payment of up
to $77.5 million over five years. The consideration, in addition to transaction costs of approximately $3.2
million, were financed with a new $175.0 million acquisition facility and borrowings on LaSalle’s existing
revolving credit facility. LaSalle anticipates that transition and integration costs related to the acquisition
will total approximately $10.3 million on an after-tax basis, of which $5.2 million were incurred as of
December 31,1998, with the remainder anticipated to be incurred during the first half of 1999.

InOctober 1998, LaSalle and Jones Lang Wootton (“JLW”) announced their intent to merge operations.
JLW is an employee-owned international real estate services firm with approximately 4,000 employees
and operations in 32 countries. The operations, headquartered in London, are managed geographically
with four main regions in Europe, Asia, Australasia and the United States. JLW has a culture, long-term
strategy and service capability which is compatible with that of LaSalle and includes approximately 280
million square feet under management and approximately $6.3 billion in assets under management.
LaSalle incurred merger related transition and integration costs during 1998 totaling $.9 million onan
after-tax basis. A proxy statement soliciting approval has been distributed to LaSalle’s shareholders,
and a special meeting has been set for March 10,1999. If LaSalle shareholder approval is received and
the other closing conditions are met, the transaction is expected to close shortly after the meeting.
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LaSalle intends to continue to increase its level of co-investment with its investment management clients.
Thisstrategy should serve to grow the assets under management, generate returns oninvestmentand create
potential opportunities to provide services related to the acquisition, financing, property management,
leasing and disposition of such investments. As of December 31,1998, LaSalle had a total investment of
$53.0million in 38 separate property or fund co-investments with additional capital commitments of $6.7
million for future fundings of co-investments.

Included in the investments noted above is an $18.8 million investment in LaSalle Hotel Properties
(“LHO™),areal estate investment trust, which completed its initial public offering in April 1998. LHO was
formed to own hotel properties and to continue and expand the hotel investment activities of LaSalle by
investing particularly in upscale and luxury full service hotels located primarily in major business and
urban, resortand convention markets. LaSalle provides advisory,acquisition and administrative services
to LHO for which it receives 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, if any, will be paid in the form of LHO common stock or units, at LaSalle’s option. LHO was formed
with 10 hotels, nine of which LaSalle had anominal co-investment in and acted as the investment advisor
for. Inaccordance with the individual investment advisory agreements, LaSalle earned and received per-
formance fees totaling $15.2 million on the disposition of certain of the assets which were shared between
LaSalle’s Investment Management and Investment Banking units. LaSalle contributed its ownership
interestsin the hotels as well as the related performance fees to LHO for an effective ownership interest of
approximately 6.4%.

RESULTS OF OPERATIONS

YEAR ENDED DECEMBER 31, 1998 COMPARED WITH YEAR ENDED DECEMBER 31, 1997

Revenue

LaSalle’s total revenue, after elimination of intersegment revenue, grew $76.7 million, or 35.5%, to
$304.5 million in 1998 from $224.8 million in 1997. Increased revenues were driven in part, by the
acquisitions of COMPASS, Satulah and Galbreath, as well as by the completion of the LHO initial public
offering. In addition, growth was driven by strong capital flows into the U.S. real estate market, in spite
of amarket correction which occurred during the latter half of 1998, continued underlying demand for
real estate by users across the spectrum of property types,and LaSalle’s ability to cross-market real
estate servicestoitsclients.

These increases were partially offset by a decline in property management, leasing and investment
management fees from four of LaSalle’s multiple investor funds (“Commingled Funds”) formed by
LaSalle inthe 1980s. The decline isa result of the disposition of the funds’assets, in accordance with the
strategic plan. These asset dispositions were completed by December 1998. Revenue generated from
these funds compared with total revenue was .8% for 1998 and 4.5% for 1997.

Revenue for LaSalle’s Leasing and Management Services segment, which represented 44.4% of LaSalle’s
total revenue in 1998, increased $49.5 million, or 57.2%, to $136.1 million in 1998 from $86.6 million in
1997.Thisincrease was primarily due to the acquisitions of COMPASS, Satulah and Galbreathand, toalesser
extent,asaresult of higher volumes of leasing activity, the addition of nine new facility services clients, new
strategic alliance relationships formed by the Project Management business and a higher volume of pro-
jects being managed by the Development Services business. These increases were partially offset by a
declineinrevenue related to the sale of the Commingled Fund properties discussed previously.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS FOR LASALLE PARTNERS INCORPORATED coNnTINUED

LaSalle’s Financial and Corporate Services segment revenue, which represented 26.6% of LaSalle’s total
revenue in 1998, increased $20.1 million, or 32.3%, to $82.4 million in 1998 from $62.3 million in 1997.
This record revenue resulted from anincreased transaction volume experienced by each of the segment’s
three business units. In addition, the Tenant Representation business generated approximately 82.2%
of its revenues from strategic alliances with large corporations and professional firms and signed on
seven new alliances during 1998. Total revenue generated from strategic alliances was up $6.5 million
over 1997 levels. The growth in revenue experienced by the Investment Banking business includes
incentive fees of $5.6 million related to the initial public offering of LHO. These increases were partially
offset by a decline in revenue related to the sale of the Commingled Fund properties discussed previously,
inaddition to the volatility in the capital markets during the latter half of 1998.

LaSalle Investment Management segment revenue, which represented 29.0% of LaSalle’s total revenue in
1998, increased $10.7 million, or 13.8%,to $88.3 million in 1998 from $77.6 millionin 1997. The netgain in
revenue was primarily attributable to performance fees generated on the disposition of certain assets
under managementinwhich LaSalle had a co-investment, including certain hotel propertiesin connection
with the formation of LHO, and, to a lesser extent, to increased acquisition and advisory fees generated on
international fund activity and a higher volume of activity performed by the securities business. These
increases were partially offset by adecline in revenue related to the sale of the Commingled Fund properties
discussed previously,in addition to the transition of approximately $1.0 billion in assets under manage-
ment related to the CalPERS office portfolio to the client’s new investment advisor during the third quarter
of 1998 and the reductionin publicly traded REIT values during the latter half of 1998.

Operating Expense

LaSalle’s operating expenses, after elimination of intersegment expenses, increased $77.0 million, or
40.6%,t0$266.6 million in 1998 from $189.7 million in 1997.Operating expenses include $10.0 millionin
merger related non-recurring charges as a result of the COMPASS acquisition and the proposed merger
with JLW. LaSalle’s operating expenses, exclusive of these charges, totaled $256.6 million and represented
anincrease of $66.9 million, or 35.3%, over the prior year. As a percentage of total revenue, operating
expenses, exclusive of the merger related charges, remained constant at approximately 84.3%.

Operating expenses for LaSalle’s Leasing and Management Services segment increased $48.1 million,
or 61.1%,to $126.7 million in 1998 from $78.6 million in 1997. This increase was primarily a result of
the COMPASS, Satulah and Galbreath acquisitions, including personnel and facility costs and the
amortization of intangibles resulting from the acquisitions, higher compensation and benefit costs
associated with increased staffing to support new business initiatives and incremental corporate
infrastructure costs as a result of higher staffing levels and technology enhancements.

Operating expenses for the Financial and Corporate Services segment increased $16.1 million, or 34.7%, to
$62.6 million in 1998 from $46.4 million in 1997. The increase was primarily attributable to increased
incentive compensation earned by the Investment Banking and Tenant Representation businesses,
consistent with the increased levels of operating income generated, in addition to increased personnel
and other operating costs associated with staffing levels necessary to support new business initiatives
and the increased business activity.
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Operating expenses for the LaSalle Investment Management segment increased $3.5 million, or 5.2%,
t0 $69.7 million in 1998 from $66.2 million in 1997. The increase was primarily a result of increased
incentive compensation, consistent with the increased level of operating income generated, and, to a
lesser extent, to costs associated with new business initiatives. These increases were partially offsetasa
result of a one-time reserve of $1.5 million established in late 1997 related to the pending liquidation of a
mid-1980 investment vehicle.

Operating Income

Asaresult of the factors noted above, LaSalle’s operating income, including merger related non-recurring
charges of $10.0 million, increased $2.7 million, or 7.7%, to $37.8 million in 1998 from $35.1 million in
1997. Exclusive of the merger related charges, LaSalle’s operating income increased $12.7 million, or
36.3%. As a percentage of total revenue, operating income, exclusive of merger related charges, remained
constant at 15.6%.

Interest Expense

Interest expense increased $.2 million, or 4.0%, to $4.2 million in 1998 from $4.0 million in 1997, prin-
cipally as a result of the COMPASS acquisition and the resulting borrowings on the new acquisition
facility and existing revolving credit facility, offset by the repayment of LaSalle’s long-term debt from
the net proceeds of the Offering and the subsequent repayment of outstanding debt under its working
capital facility in July 1997.

Provision for Income Taxes

The provision for income taxes increased $7.9 million to $13.2 million in 1998 from $5.3 million in 1997 as
aresult of LaSalle’s conversion from partnership to corporate form in July 1997 and the resulting provision
forincome taxes at an effective tax rate of 39.3%in 1998 and 38.5% in 1997. This increase includes the effect
of the recognition of a $6.8 million tax benefit in July 1997, in accordance with SFAS No. 109, as a result of
LaSalle recording a deferred tax assetarising from temporary differences between the book and tax basis of
its consolidated assets and liabilities at the date of conversion to corporate form. In 1998, the provision for
taxesincludes a tax benefit of approximately $3.9 million related to merger related charges.

Net Earnings

Netearnings,including merger related charges of $6.1 million on an after-tax basis, decreased $5.4 million,
or 20.8% t0 $20.5 million in 1998 from $25.8 million in 1997. Exclusive of merger related charges, net
earningsincreased slightly to $26.6 million. Net earnings, excluding merger related charges, represented
8.7% of total revenue compared to 11.5% in 1997. This decrease primarily reflects the increased tax
provisionin 1998 as a result of being a taxable entity for the entire year,and to a lesser extent, the impact
of amortization of intangibles related to recent acquisitions.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS FOR LASALLE PARTNERS INCORPORATED coNnTINUED

YEAR ENDED DECEMBER 31, 1997 COMPARED WITH YEAR ENDED DECEMBER 31, 1996

Revenue

LaSalle’s total revenue, after elimination of intersegment revenue, grew $65.3 million, or 41.0%, to $224.8
million in 1997 from $159.5 million in 1996. Increased revenues were driven in part, by the acquisition of
CINand Galbreath,and also by three additional factors: the strong U.S.economy;, increased inflow of capital
to the real estate market, and LaSalle’s ability to cross-market real estate services to its clients. The strong
economy has led to job growth, which has fueled increased demand for real estate of all types. This
increased demand has produced rising rental rates and higher investment returns for owners, thereby
attracting investment capital to the market. The inflow of capital has led to a high level of transaction
activity, including disposition,acquisition,and financing of real estate. LaSalle’s ability to cross-market all
of these services toits clients has augmented the increased revenue generated by higher activity levels.

These increases have been partially offset by a decline in property management, leasing and investment
management fees from four of LaSalle’s Commingled Funds discussed previously. Revenue generated
from these funds compared with total revenue was 4.5% for 1997 and 10.8% for 1996.

Revenue for LaSalle’s Leasing and Management Services segment, which represented 38.4% of LaSalle’s
total revenue in 1997, increased $27.0 million, or 45.3%, to $86.6 million in 1997 from $59.6 million in
1996. This increase was primarily due to the acquisition of Galbreath with approximately 67.5 million
square feet under management and, to a lesser extent, as a result of an increase in management and
leasing fees generated from a net additional 5.6 million square feet under management for LaSalle,
exclusive of the Galbreath portfolio. These increases were partially offset by a decline in revenue related
to the sale of the Commingled Fund properties discussed previously.

LaSalle’s Financial and Corporate Services segment revenue, which represented 27.1% of LaSalle’s total
revenue in 1997, increased $18.4 million, or 41.9%, to $62.3 million in 1997 from $43.9 million in 1996.
This record revenue resulted primarily froma$12.7 million increase in revenue from LaSalle’s Investment
Banking business.Anumber of significant tenant representation transactions and aseries of transactions
generated from the unit's strategic alliances, including two of LaSalles facility management clients,
accounted for the majority of the $4.7 million increase in tenant representation revenue. Approximately
81% of domestic tenant representation revenue in 1997 was generated from strategic alliances with
large corporations or professional service firms.

LaSalle Investment Management segment revenue, which represented 34.5% of LaSalle’s total revenue
in 1997, increased $20.4 million, or 35.6%, to $77.6 million in 1997 from $57.2 million in 1996. The net
gain in revenue was primarily attributable to growth in LaSalle’s European advisory business resulting
from the CIN acquisition and to increased performance fees generated on the disposition of certain
assets under management. These increases were partially offset by a decline in revenue from four of
LaSalle's Commingled Funds discussed previously.

Operating Expense

LaSalle’s operating expenses, after elimination of intersegment expenses, increased $57.1 million, or
43.1%,'t0 $189.7 million in 1997 from $132.6 million in 1996.As a percentage of total revenue, operating
expenses increased to 84.4% in 1997 from 83.1% in 1996, primarily reflecting the impact of goodwill
amortization associated with the recent acquisitions. All three of LaSalle’s segments experienced higher
levels of compensation and benefits associated with increased staffing and higher incentive compensation
associated with LaSalle’sincreased operating income.
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Operating expenses for LaSalle’s Leasing and Management Services segment increased $30.2 million, or
62.3%,t0$78.6 million in 1997 from $48.4 million in 1996. This increase was primarily a result of increased
compensation and benefit costs, the effects of the Galbreath acquisition — including personnel costs,
amortization of intangibles resulting from the acquisition,and transition and integration costs—and
increased corporate infrastructure costs asa result of higher staffing levels and technology enhancements.

Operating expenses for the Financial and Corporate Services segmentincreased $13.0 million, or 38.8%,
to $46.4 million in 1997 from $33.5 million in 1996. The increase was principally a result of increased
incentive compensation earned by the Investment Banking and Tenant Representation businesses,
consistent with the increased level of operating income generated. In addition, the segment experienced
higher employment levels to meet the increased demand for services, and, to a lesser extent, increased
corporate infrastructure costs related to higher staffing levels and technology enhancements.

Operating expenses for the LaSalle Investment Management segment increased $14.4 million, or 27.8%,
to $66.2 million in 1997 from $51.8 million in 1996. The increase was primarily a result of increased
incentive compensation, consistent with the increased level of operating income generated, the effects of
the CIN acquisition — including personnel costs and amortization of intangibles resulting from the
acquisition— and, to lesser extents, to increased corporate infrastructure costs as a result of higher
staffing levels and technology enhancements, and a one-time reserve of $1.5 million established in late
1997 related to the pending liquidation of a mid-1980 investment vehicle. These increases were partially
offset by a decrease in staffing levels from 1996 through unreplaced attrition and redeployment of
resources to other segments, in addition to reduced employee relocation costs.

Operating Income

As aresult of the factors noted above, LaSalle’s operating income increased $8.2 million, or 30.5%, to
$35.1 million in 1997 from $26.9 million in 1996. As a percentage of total revenue, operating income
decreased to 15.6% in 1997 from 16.9% in 1996, primarily as a result of increased amortization of
intangible assets associated with the recent acquisitions.

Interest Expense

Interest expense decreased $1.7 million, or 30.3%, to $4.0 million in 1997 from $5.7 million in 1996,
principally asaresult of the repayment of LaSalle’s long-term debt from the net proceeds of the Offering
and the subsequent repayment of outstanding debt under its working capital facility in July 1997.

Provision for Income Taxes

The provision for income taxes increased $4.1 million to $5.3 million in 1997 from $1.2 million in 1996
asa result of LaSalle’s conversion from partnership to corporate form in July 1997 and the resulting
provision for income taxes at an effective tax rate of 38.5%. This increase was offset by the recognition
of a$6.8 million tax benefit, in accordance with SFAS No. 109, as a result of LaSalle recording a deferred
tax asset arising from temporary differences between the book and tax basis of its consolidated assets
and liabilities at the date of conversion to corporate form.

Net Earnings

Net earnings increased $5.9 million, or 29.4%, to $25.8 million in 1997 from $20.0 million in 1996. Net
earnings in 1997 represented 11.5% of total revenue, compared with 12.5% in the previous year as a
result of increased tax expense related to the conversion of LaSalle to corporate form and the increased
amortization expense related to intangible assets associated with the recent acquisitions.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS FOR LASALLE PARTNERS INCORPORATED coNnTINUED

Liquidity and Capital Resources

LaSalle meets its operating cash requirements primarily from operating activities. No one client
accounted for more than 10% of total revenue in 1998,1997 and 1996. During 1998, cash flows provided
by operations totaled $23.0 million,a decrease of $17.6 million from 1997. This decrease is primarily
attributable to the acquisition of COMPASS and the related increase in year-end trade receivable
balances as compared to the prior year period, offset by an increase in accrued compensation in 1998. In
1997, cash flows provided by operating activities increased $26.6 million over 1996 which was primarily
attributable to strong second and third quarter earnings in 1997 with cash being collected in that year as
compared to the strong fourth quarter generation of earnings experienced in prior years.

LaSalle continues to pursue co-investment opportunities with its investment management clients, for
which the holding period typically ranges from three to seven years. Such co-investments are represented
by non-controlling general partner and limited partner interests. In addition to its share of investment
returns, LaSalle typically earns investment management fees, and in some cases, property management
and leasing fees on these investments. The equity earnings from these co-investments have had a relatively
small impact on LaSalle’s current earnings and cash flow. However, LaSalle’s increased participation as
aprincipal in real estate investments could increase fluctuations in LaSalle’s net earnings and cash flow
asaresult of the timing and magnitude of the gains or losses and potential incentive participation fees,
if any, to be recognized on the disposition of the assets. In certain of these investments, LaSalle will not
have complete discretion to control the timing of the disposition of such investments.

Net cash used in investing activities was $239.1 million in 1998 compared with $14.1 million for 1997
and $32.5 million for 1996. The increase in funds used was primarily related to the acquisitions of
COMPASS, for $180.0 million in cash,and Satulah, for $5.5 million in cash, in addition to a higher level of
co-investment during 1998, including an $18.8 million investment in LHO (net additional co-investment
of $15.2 million). Finally, LaSalle experienced increased net capital expenditures of $9.3 million, primarily
asaresult of the continued implementation of a new property accounting and information system by
its Leasing and Management Services segment and a new corporate accounting system, in addition to
the on-going replacement of personal computers. The decrease in cash used in investing activities in
1997 compared to 1996 is principally a result of the acquisition of CIN in October 1996 for cash of $15.7
million,and, to a lesser extent, expenditures on furniture and fixtures at LaSalle’s new corporate head-
quartersin 1996. The decreasesin cash used in investing activities were partially offset by an increase in
funds used for co-investment of $2.9 million.

Historically, LaSalle has financed its operations, acquisitions and co-investments with internally generated
funds, ownership equity and borrowings under revolving credit facilities. In addition to LaSalle’s existing
five year unsecured revolving credit facility of $150 million, in September 1998, LaSalle obtained a $175
million credit facility (the “Acquisition Facility”) which is to be used exclusively to finance the COMPASS
acquisition. The new facility,which is placed with a syndicate of seven banks, has an initial term of one year
with two six month extensions. The revolving credit facility is available for working capital, co-investment,
and acquisitions. The facilities are guaranteed by certain of LaSalle’s subsidiaries. LaSalle must maintaina
certain level of consolidated net worth and ratio of funded debt to EBITDA, and must meeta minimum
fixed charge coverage ratio.Additionally, LaSalle is restricted from,among other things, incurring certain
levels of indebtedness to lenders outside of the facilities and disposing of a significant portion of its assets,
and is subject to lender approval on certain levels of co-investment. The facilities bear variable rates of
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interest based on market rates. The Acquisition Facility was fully drawn on December 31,1998 and LaSalle
had outstanding borrowings of $27.9 million on its revolving credit facility. LaSalle’s effective interest rate
onits revolving credit facility was 6.0%, 6.7% and 6.9% for the years ended December 31,1998,1997 and
1996, respectively. LaSalle’s effective interest rate on its Acquisition Facility was 6.1% during 1998.

Net cash provided by financing activities was $202.4 million for 1998 compared with net cash used in
financing activities of $3.1 million in 1997. The change in financing cash flow was primarily a result of
increased borrowing in 1998 to fund the acquisition of COMPASS and infrastructure investments. In
1997, LaSalle received net proceeds from the Offering of $82.8 million, of which $63.5 million was used to
repay LaSalle’s long-term notes payable and $14.5 million was used to repay short-term indebtedness.
LaSalle believes, based on current operating plans that cash generated from operations and available
borrowings will be sufficient to meet its capital and liquidity requirements for the foreseeable future.

Disposition

On December 31,1996, LaSalle completed the sale of its Construction Management business, which
specialized in the interior build-out of office and retail space for tenants in the Chicago and Los Angeles
markets, to a former member of LaSalle’s management. The business was sold in exchange for a note of
$9.1 million of which $8.5 million was outstanding at December 31,1998. The note, which is secured by
the currentand future assets of the business, is due December 31,2006. For financial reporting purposes,
LaSalle has not treated the transaction as a divestiture. Principal and interest to be received under the
note will be treated as a reserve, if necessary, for any anticipated financial exposure under the terms of
the asset purchase agreement, with the remainder recognized as income when principal and interest
payments are received. Income recognized during 1998 and 1997 totaled $1.2 million and $1.1 million,
respectively,compared with $1.3 million of revenue, reflected net of related expenses, in 1996.

Seasonality

Historically, LaSalle’s revenue, operating income and net earnings in the first three calendar quarters
are substantially lower than in the fourth quarter. This seasonality is due to a calendar year-end focus
onthe completion of transactions, whichis consistent with the real estate industry generally. In addition,
an increasing percentage of LaSalle’s management contracts contain clauses providing for performance
bonuses to be received if LaSalle’s Leasing and Management Services segment achieves certain
performance targets. Such incentive payments are generally earned in the fourth quarter. In contrast,
the LaSalle Investment Management segment earns performance fees on client’s returns on their real
estate investments. Such performance fees are generally earned when the asset is disposed of, the timing
of which LaSalle does not have complete discretion over. LaSalle’s non-variable operating expenses,
which are treated as expenses when incurred during the year, are relatively constant on a quarterly
basis. Therefore, LaSalle typically sustains a loss in the first quarter of each calendar year, reportsa
small profit or loss in the second and third quarters and records a substantial majority of LaSalle’s
earnings inthe fourth calendar quarter, barring the recognition of investment generated performance
fees. Results in 1998 and 1997 were stronger in the second and third quarters compared with previous
years as a result of performance fees recognized by the LaSalle Investment Management segment and
the Investment Banking business as well as a higher level of transactions completed by the Tenant
Representation and Investment Banking businesses as compared to prior years.
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Inflation

LaSalle’s operations are directly affected by various national and local economic conditions, including
interest rates, the availability of credit to finance real estate transactions and the impact of tax laws. To
date, LaSalle does not believe that general inflation has had a material impact on its operations, as revenue,
commissions, and other variable costs related to revenue are primarily impacted by real estate supply
and demand rather than general inflation.

OTHER MATTERS

Accounting Matters

In an attempt to align its operating results with those presented by similar companies within the
industry, certain amounts have been reclassified in LaSalle’s 1997 and 1996 revenue and operating
expenses to reflect direct personnel cost reimbursements received on property or specific client
assignments on a net, rather than a gross, basis. There was no effect on operating income or net earn-
ings as historically reported.

Statement of Financial Accounting Standard No. 133 “Accounting for Derivative Instruments and
Hedging Activities” (“FASB 133") becomes effective for all fiscal quarters for fiscal years beginning
after June 15,1999 and is not expected to have a material impact on LaSalle’s financial statements.

Year 2000 Issues

The*“Year 2000 Issue”is the result of computer programs and systems having been desighed and developed
to use two digits, rather than four, to define the applicable year. As a result, these computer programs
and systems may recognize a date using“00” as the year 1900 rather than the year 2000. This could
result in system failure or miscalculations causing disruptions of operations, including,among other
things,atemporary inability to process transactions, pay invoices or engage in similar normal business
activities. LaSalle has defined five key phases in addressing the Year 2000 Issue: awareness, assessment,
renovation, validation and implementation.

Under the guidance of a Year 2000 program team, who's strategy is supported by senior management,
LaSalle hasin place an awareness phase and will continue this phase through December 31,1999 to
maintain a heightened sense of awareness to the Year 2000 Issue. LaSalle conducts its business primarily
with commercial software purchased from third-party vendors and has significantly upgraded its
information systems capabilities over the last two years and is in the process of finalizing the roll-out of
new property and client accounting systems. In conducting the assessment phase, LaSalle is reviewing
the year 2000 compliance of these systems in addition to creating an inventory of all other applications,
systems software and hardware including the related impact of the Year 2000 Issue. Completion of the
assessment phase is anticipated to be in early 1999.

Renovation and validation efforts have commenced throughout the year 2000 program.As a result of the
significant recent upgrades of the critical business systems, the renovation process of converting, replacing
or eliminating selected platforms, applications, databases and utilities, as well as the validation process of
testing and verifying, is on schedule for anticipated completion by mid-year 1999. The continuing imple-
mentation phase, which involves returning the tested systems to operational status and the development of
contingency plans for critical business systems, is also anticipated to be completed by mid-year 1999.
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Management expects that the cost of additional modifications to LaSalle’s software to meet Year 2000
requirements will not be material. The total anticipated costs related to the phases previously discussed is
currently projected to be approximately $2.8 million, including approximately $1.4 million of operating
expenses associated with testing and other matters and $1.4 million of capital expenditures, primarily rep-
resenting system upgrades which provide operational benefits above and beyond Year 2000 compliance.
LaSalle hasincurred $.5 million in operating expenses to date. Factors that could impact LaSalle’s ability to
make the necessary modifications or replacements include, but are not limited to, the availability and cost
of trained personnel and the ability of such personnel to locate and correct all relevant computer codes. If
such modifications are not completed on a timely basis or are more costly to implement than anticipated,
LaSalle'sbusiness, financial condition or results of operations could be materially adversely affected.

The ability of third parties with whom LaSalle transacts business or companies that LaSalle may
acquire to adequately address their Year 2000 issues is outside LaSalle’s control. At this time, LaSalleisin
the process of reviewing the Year 2000 compliance of its major suppliers and customers. There can be
no assurance that the failure to adequately address Year 2000 issues will not have a material adverse
effect on LaSalle’s business, financial condition and results of operations.

Properties for which LaSalle provides management services rely on a variety of third party suppliers to
provide critical operating services. These suppliers may utilize systems and embedded technologies to
control the operation of building systems such as utilities, lighting, security, elevators, heating, ventilating
andair conditioning systems. LaSalle isin the process of obtaining assurances from suppliersasto their
Year 2000 compliance and preparing contingency plans, including the identification of alternative
suppliers. LaSalle does not control these third party suppliers, and for some suppliers, such as utility
companies, there may be no feasible alternative suppliers available. The failure to these suppliers’systems
could have a material adverse effect on the operations of the affected property,and widespread failures
could have a material adverse effect on LaSalle. Plans for a complete millennium period staffing and
communication strategy are well under way to proactively address any concerns.

Although LaSalle is not aware of any threatened claims related to the Year 2000, LaSalle may become
subject to litigation arising from such claims and, depending on the outcome, such litigation could have
amaterial adverse affect on LaSalle. Itis not clear whether LaSalle’s insurance coverage would be adequate
to offset these and other business risks related to the Year 2000.

Pending Merger

On October 22,1998, LaSalle and JLW announced that they reached a definitive agreement to merge
their operations. JLW, which is headquartered in London, provides a wide range of real estate advisory,
transactional and asset management services to local, national and international clients in both the
private and public sectors. JLW is an employee-owned company and has more than 4,000 employees
located in 32 countries throughout Europe, Asia, North America and Australia. The transaction, which
isprincipally structured as a share exchange, has been approved by LaSalle’s Board of Directors and the
Board of Directors of the JLW companies and the partnerships. Under the terms of the agreement,
LaSalle will issue up to 14.3 million shares of common stock and approximately $6.2 million in cash
(collectively, the“Consideration”), subject to a closing net worth adjustment.
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As a general matter, the accounting treatment for the Consideration will be dependent on whether the
recipient of the Consideration is a direct or indirect owner of JLW prior to the merger. The accounting
treatment will be further dependent on vesting and restrictions associated with the shares to be issued.
Approximately 7.6 million shares, or 53% of the shares to be issued, and $5.8 million in cash will be
treated as purchase consideration under APB Opinion No. 16,“Business Combinations”. The remaining
6.7 million shares,or 47%,and $.4 million in cash will be treated as compensation expense in accordance
with APB Opinion No. 25,“Accounting for Stock Issued to Employees”.

Of the shares subject to accounting under APB Opinion No. 25,5.1 million shares will be treated as a
fixed compensation award and 1.6 million shares will be treated as a variable compensation award. For
the fixed award, the value of the shares issued will be based on the stock price on the date of issuance
and will not be subject to change. For the variable award, the value of the shares will also initially be
based on the stock price on the date of issuance; however, the value will be adjusted on a quarterly basis
to reflect changes in the stock price until such time as the contingencies related to those shares are
removed.All compensation expense is anticipated to be recognized by December 31,2000.

Based on the average closing stock price of $24.66 per share for the five day period that includes the two
trading days immediately preceding, the trading day of,and the two trading days immediately following
the date of substantial completion of negotiations regarding the principal financial terms of the merger
with JLW (October 9,1998) discounted at a rate of 20% to account for transferability restrictions applica-
ble to such shares, the value of the shares subject to purchase accounting would be approximately$186.9
million. This consideration, together with an anticipated cash payment of $5.8 million and any capitaliz-
able transaction costs, will be allocated to the identifiable assets and liabilities being acquired with any
excess purchase price being allocated to goodwill and amortized to expense on a straight-line basis over
an estimated useful life of 40 years. Based on a closing stock price of $31.50, as reported on the New York
Stock Exchange, Inc.composite tape on January 29,1999 (a date just prior to the distribution of the LaSalle
Partners Incorporated Proxy Statement in preparation for the March 10,1999 special meeting), LaSalle
expects to incur compensation expense associated with the issuance of shares totaling approximately
$117.3 million and $93.4 million in the years ended December 31,1999 and 2000, respectively,assuming
that the JLW companies meet certain closing net worth requirements. Included in the total estimated
compensation expense of $210.7 million is expense of $49.2 million which will be subject to fluctuation
based on quarterly changes in the price of LaSalle’s common stock. Management anticipates that this
compensation expense, $210.3 million of which represents a non-cash charge,will cause the combined
entity to report operating losses for those periods.

The transaction has been approved by the LaSalle Board of Directors, the Boards of Directors of the JLW
companies and partnerships, and the JLW shareholders and partners. Completion of the transaction is
subjecttoapproval by LaSalle's shareholders, regulatory and tax clearances,and other customary conditions.
A proxy statement soliciting approval of the merger has been mailed to shareholders,and a special meeting
hasbeen scheduled for March 10,1999. The transaction isexpected to close in early 1999, however, there can
be noassurance that the transaction will be completed.
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QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest rate risk

LaSalle isexposed to interest rate changes primarily asa result of its lines of credit used to maintain liquidity
and to fund capital expenditures, acquisitions and expansion of LaSalle’s real estate investment portfolio
and operations. LaSalle’s interest rate risk management objective is to limit the impact of interest rate
changes on earnings and cash flows and to lower its overall borrowing costs. To achieve its objectives,
LaSalle borrows primarily at variable rates and enters into derivative financial instruments such as interest
rate swap agreements when appropriate. LaSalle does not enter into derivative or interest rate transactions
for speculative purposes.

In September 1998, LaSalle obtained a$175.0 million credit facility to finance the acquisition of COMPASS.
This facility is placed with a syndicate of seven banks, has a one year term with two six-month extensions
and bearsa variable rate of interest based on market rates, which was 6.1% for 1998.

In November 1997, LaSalle replaced its $70.0 million credit agreement, which consisted of a short-term
revolving line of credit and a long-term facility, with a $150.0 million, five year unsecured revolving
credit facility. This facility bears variable rates of interest based on market rates which were 6.0%, 6.7%
and 6.9%in 1998, 1997 and 1996, respectively. LaSalle is also required to pay a commitment fee of .15%
per annum on the unused portion of the commitment.

As of December 31,1998, the outstanding borrowings on the acquisition and revolving credit facilities
were $202.9 million. In addition, LaSalle entered into interest rate swap agreements with a notional
amount of $55.0 million providing for an average fixed interest rate of 4.73% through September 21,
1999. Such interest rate swap agreements had an approximate market value of $188,000. The carrying
value of the debt approximates its fair value.

Foreign currency risk

LaSalle'sfunctional currency is the U.S. dollar. LaSalle transacts business in various foreign currencies,
primarily in Europe. On a limited basis, LaSalle enters into forward currency exchange contracts to
manage currency risks and reduce its exposure resulting from fluctuations in the designated foreign
currency associated with existing commitments, assets or liabilities. There were no forward exchange
contracts in effect at December 31,1998. LaSalle does not use foreign currency exchange contracts for
trading purposes.

Disclosure of limitations

As the information presented above includes only those exposures that exist as of December 31,1998 and
1997, it does not consider those exposures or positions which could arise after that date. Moreover, because
firm commitments are not presented, the information presented has limited predictive value.As a result,
LaSalle’s ultimate realized gain or loss with respect to interest rate and foreign currency fluctuations will
depend on the exposures that arise during the period, LaSalle’s hedging strategies at the time and interest
and foreign currency rates.
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INFORMATION 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 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 the actual results, performance, achieve-
ments, plans and objectives of LaSalle to be materially different from any future results, performance,
achievements, plansand objectives expressed or implied by such forward-looking statements. Such factors
are discussed in (i) LaSalle’s Registration Statement (No. 333-25741) under the caption“Risk Factors”and
elsewhere, (i) LaSalle’s Annual Report on Form 10-K, for the year ended December 31,1997 in Item 1.
“Business,” Item 7.“Management’s Discussion and Analysis of Financial Condition and Results of
Operations”and elsewhere, (iii) LaSalle’s Quarterly Report on Form 10-Q for the quarter ended March
31,1998 under the caption “Management’s Discussion and Analysis of Financial Condition and Results of
Operations”and elsewhere, (iv) LaSalle’s Quarterly Report on Form 10-Q for the quarter ended June 30,
1998 under the caption “Management’s Discussion and Analysis of Financial Condition and Results of
Operations”and elsewhere, (v) LaSalle’s Quarterly Report on Form 10-Q for the quarter ended September
30,1998 under the caption“Management’s Discussion and Analysis of Financial Condition and Results of
Operations”and elsewhere, (vi) LaSalle’s Current Report on Form 8-K, dated August 31, 1998, (vii)
LaSalle’s Current Report on Form 8-K, dated October 1,1998, (viii) LaSalle’s Current Report on Form 8-K,
dated October 22,1998 (filed October 22,1998), (ix) LaSalle’s Current Report on Form 8-K, dated October
22,1998 (filed December 9,1998), under the captions“The Transactions;The Purchase Agreements;’
“JLW Management’s Discussion and Analysis of Financial Condition and Results of Operations of the JLW
Companies”and elsewhere, (x) LaSalle’s Proxy Statement dated February 4,1999 under the captions“Risk
Factors,“The Transactions,“The Purchase Agreements,;JLW Management’s Discussion and Analysis of
Financial Conditionand Results of Operations of the JLW Companies”and elsewhere, (xi) LaSalle’s Current
Report on Form 8-K, dated February 22,1999 (filed February 24,1999),and (xii) other reports filed by
LaSalle with the United States Securities and Exchange Commission. 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 LaSalle’s expectations or results. Statements regarding parties other than
LaSalle are based upon representations of such other parties.
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INDEPENDENT AUDITORS" REPORT

THE STOCKHOLDERS AND BOARD OF DIRECTORS OF LASALLE PARTNERS INCORPORATED:

We have audited the accompanying consolidated balance sheets of LaSalle Partners Incorporated and
subsidiaries and their predecessors (the“Company”) as of December 31,1998 and 1997,and the related
consolidated and combined statements of earnings, stockholders’ equity, and cash flows for each of the
years in the three-year period ended December 31,1998. These consolidated and combined financial
statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these consolidated and combined financial statements based on our audits.

We conducted our auditsin accordance with generally accepted auditing standards. 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 and combined financial statements referred to above present fairly, in
all material respects, the financial position of the Company as of December 31,1998 and 1997, and the
results of their operations and their cash flows for each of the years in the three-year period ended
December 31,1998, in conformity with generally accepted accounting principles.

ICPMG LLP

Chicago, lllinois
February 15,1999
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LASALLE PARTNERS INCORPORATED CONSOLIDATED BALANCE SHEETS

($in thousands, except share data) 1998 1997
ASSETS

Currentassets:

Cashand cash equivalents $ 16,941 30,660
Trade receivables, net of allowances of $3,978 and $2,679in

1998 and 1997, respectively 116,965 80,565
Notes receivable and advances to real estate ventures 17,042 6,995
Other receivables 3,385 2,400
Prepaid expenses 2,185 2,055
Deferred tax benefit 9,926 5,104
Total current assets 166,444 127,779
Property and equipment, at cost, less accumulated depreciation

of $35,859 and $28,993in 1998 and 1997, respectively 28,773 16,098
Intangibles resulting from business acquisitions, net of accumulated

amortization of $11,961 and $5,698 in 1998 and 1997, respectively 229,437 50,366
Investments in real estate ventures 52,976 18,080
Long-term receivables, net 10,950 6,607
Other assets, net 2,341 957

$ 490,921 219,887
LIABILITIES AND STOCKHOLDERS" EQUITY
Current liabilities:
Accounts payable and accrued liabilities $ 51,101 25,781
Accrued compensation 58,398 40,163
Other liabilities 8,324 6,100
Total current liabilities 117,823 72,044
Long-term liabilities:
Credit facilities 202,923 —
Other 603 946
Commitments and contingencies
Total liahilities 321,349 72,990
Stockholders'equity:
Common stock, $.01 par value per share, 100,000,000 shares authorized;

16,264,176 shares issued and outstanding 163 162
Additional paid-in capital 123,543 121,778
Retained earnings 44,792 24,327
Accumulated other comprehensive income 1,074 630
Total stockholders' equity 169,572 146,897

$ 490,921 219,887

See accompanying notes to consolidated and combined financial statements.
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LASALLE PARTNERS INCORPORATED CONSOLIDATED AND COMBINED STATEMENTS OF EARNINGS

($in thousands, except share data) 1998 1997 1996
REVENUE:

Fee based services $ 298,296 219,911 155,466
Equity in earnings from unconsolidated ventures 3,911 3,238 3,220
Other income 2,257 1,624 767
Total revenue 304,464 224,773 159,453
OPERATING EXPENSES:

Compensation and benefits 172,982 123,281 89,252
Operating,administrative and other 70,164 57,285 37,884
Depreciation and amortization 13,455 9,093 5,416
Total operating expenses before merger related non-recurring charges 256,601 189,659 132,552
Merger related non-recurring changes 10,021 — —
Total operating expenses 266,622 189,659 132,552
Operating income 37,842 35,114 26,901
Interest expense 4,153 3,995 5,730
Earnings before provision for income taxes 33,689 31,119 21,171
Net provision for income taxes 13,224 5,279 1,207
Netearnings $ 20,465 25,840 19,964
OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAX:

Foreign currency translation adjustments 444 (469) 1,099
Comprehensive income $ 20,909 25,371 21,063
Basic earnings per common share ® $ 1.26 1.50

Weighted average shares outstanding 16,215,478 16,200,000

Diluted earnings per common share ® $ 1.25 1.49

Diluted weighted average shares outstanding 16,387,721 16,329,613

Earnings per share for 1997 is calculated based on earnings for the period from conversion to corporate form, July 22,1997, through

December 31,1997.

See accompanying notes to consolidated and combined financial statements.
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LASALLE PARTNERS INCORPORATED CONSOLIDATED AND COMBINED
STATEMENTS OF STOCKHOLDERS’ EQUITY

($inthousands, except share data)

Balance at December 31,1995
Netearnings

Distributions

Other

Balances at December 31,1996

Net earnings (through July 21,1997)
Distributions

Acquisition of Galbreath common stock
Effect of the reorganization

Net proceeds from the initial Offering
Other

Balances after the reorganization and initial Offering
Netearnings (July 22,1997 through December 31,1997)
Other

Balances at December 31,1997
Netearnings

Sharesissued under stock purchase plan
Other

Balances at December 31,1998

See accompanying notes to consolidated and combined financial statements.
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Partners’
Capital ~ Accumulated

Additional Retained (Deficit) Other
Common Stock Paid-In Earnings  Predecessor ~ Comprehensive

Shares Amount Capital (Deficit)  Partnerships  Income (Loss) Total

— — — — $ 14997 — 14,997

— — — — 19,964 — 19,964

— — — — (11,813) —  (11.813)

— — — — — 1,099 1,099

— — — — 23,148 1,099 24,247

— — — — 1,513 — 1,513

— — — —  (14,835) —  (14835)

— —_ — — 29,292 —_ 29,292
12,200,000 $ 122 38,996 — (39,118) — —
4,000,000 40 82,782 — — — 82,822
— — — — — (565)  (565)
16,200,000 162 121,778 — — 534 122,474
— — — 24,327 — — 24,327

— — — — — 96 96
16,200,000 162 121,778 24,327 — 630 146,897
— — — 20,465 — — 20,465
64,176 1 1,765 — — — 1,766
— — — — — 444 444
16,264,176 $ 163 123,543 44,792 — 1,074 169,572
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LASALLE PARTNERS INCORPORATED CONSOLIDATED AND COMBINED

STATEMENTS OF CASH FLOWS

($inthousands) 1998 1997 1996
CASH FLOWS PROVIDED BY (USED IN) OPERATING ACTIVITIES:
Netearnings 20,465 25,840 19,964
Reconciliation of net earnings to net cash
provided by operating activities:
Depreciation and amortization 13,455 9,093 5,416
Equity in earnings and gain on sale from unconsolidated ventures (3,911) (3,238) (3,220)
Provision for loss on receivables and other assets 4,009 2,640 986
Operating distributions from real estate ventures 3,731 4,018 3,571
Amortization of deferred compensation 229 — —
Tax benefit on conversion to corporate form — (6,842) —
Changes in:
Receivables (28,504) 9,631 (17,234)
Prepaid expenses and other assets (3,760) 1,864 37
Accounts payable, accrued liabilities and accrued compensation 17,255 (2,429) 4,444
Net cash provided by operating activities 22,969 40,577 13,964
CASH FLOWS PROVIDED BY (USED IN) INVESTING ACTIVITIES:
Net capital additions—property and equipment (15,592) (6,277)  (10,790)
Acquisition of businesses, net of cash acquired:
LaSalle Investment Management—CIN — — (15,700)
Leasing and Management Services:
COMPASS (173,453) — —
Satulah Group (5,466) — —
Cash balances assumed in Galbreath acquisition — 1,008 —
Investments in real estate ventures:

Capital contributions and advances to real estate ventures (51,347)  (16,546) (9,270)
Distributions, repayments of advances and sale of investments 6,762 7,689 3,282
Net cash used in investing activities (239,096)  (14,126)  (32,478)

CASH FLOWS PROVIDED BY (USED IN) FINANCING ACTIVITIES:

Proceeds from borrowings under acquisition facility 175,000 — —

Net borrowings (repayments) under working capital facility 27,377 (6,500) 23,000

Net borrowings (repayments) under long-term notes payable — (64,615) 6,002

Distributions to partners — (14,835)  (11,813)
Net proceeds from the initial Offering — 82,822 —

Net cash provided by (used in) financing activities 202,377 (3,128) 17,189

Effects of foreign currency translation on cash balances 31 130 210

Netincrease (decrease) in cash and cash equivalents (13,719) 23,453 (1,115)
Cash and cash equivalents, January 1 30,660 7,207 8,322

Cash and cash equivalents, December 31 16,941 30,660 7,207

Supplemental disclosure of cash flow information ($ in thousands):

Interest paid was $3,215, $4,195 and $5,191 for the years ended December 31,1998, 1997 and 1996, respectively. Taxes paid were $2,881,

$9,910and $1,179 for the years ended December 31,1998, 1997 and 1996, respectively.

On April 22,1997, LaSalle acquired the common stock of Galbreath in exchange for a 17.5% limited partnership interest valued at $29,292.
Identifiable operating assets and liabilities and investments in real estate ventures totaled $10,948, $14,099 and $1,500, respectively, in
addition to cash of $1,008 as of the acquisition date. LaSalle incurred transaction related expenses of $641. The increase in these assetsand
liabilities, excluding cash acquired, and the resulting goodwill of $30,576 have not been reflected in the above Consolidated and Combined

Statements of Cash Flows.

See accompanying notes to consolidated and combined financial statements.
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LASALLE PARTNERS INCORPORATED NOTES TO CONSOLIDATED AND COMBINED
FINANCIAL STATEMENTS ($ IN THOUSANDS, EXCEPT SHARE DATA)

NOTE 1: ORGANIZATION

LaSalle Partners Incorporated [successor to LaSalle Partners Limited Partnership and LaSalle Partners
Management Limited Partnership (collectively, the “Predecessor Partnerships”)] was incorporated in
Maryland on April 15,1997, (collectively referred to as“LaSalle”).On July 22,1997, LaSalle completed an
initial public offering (the “Offering”) of 4,000,000 shares of LaSalle Partners Incorporated common
stock, $.01 par value per share (the “Common Stock™). In addition, all of the partnership interests held in
the Predecessor Partnerships were contributed to LaSalle, pursuant to agreements among the general and
limited partners,in exchange for an aggregate of 12,200,000 shares of common stock. The contribution
occurred immediately prior to the closing of the Offering. The 4,000,000 shares were offered at $23 per
share,aggregating $82,822, net of offering costs, of which $63,490 was used to retire long-term debt
and related interest.

The Predecessor Partnerships were subject to a reorganization as part of the incorporation of LaSalle.
Due to the existence of a paired share arrangement between the Predecessor Partnerships and between
the former general partners of the Predecessor Partnerships, as well as the existence of identical
ownership before and after the incorporation of the Predecessor Partnerships, such transactions were
accounted for in a manner similar to the accounting used for a pooling of interests. Thus, LaSalle’s
financial statements include the financial positions and results of operations of the Predecessor
Partnershipsat their historical basis.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation and Combination

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

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management 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

LaSalle controls certain cash and cash equivalents as agents for its investment and property management
clients. Such amounts, which total $241,673 and $270,997 at December 31,1998 and 1997, respectively,
are notincluded in the accompanying Consolidated Balance Sheets.

Statement of Cash Flows

Cash and cash equivalents include demand deposits and investments in U.S. Treasury instruments
(generally held available for sale) with maturities of three months or less. The combined carrying value
of such investments of $19,290 approximates their market value at December 31,1997. There were no
cash equivalents outstanding at December 31,1998.
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Impairment of Long-lived Assets

Long-lived assets and certain identifiable intangibles are reviewed for impairment whenever events
or change in circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of assets to be held and used is measured by a comparison of the carryingamount of an
asset to future net cash flows expected to be generated by the asset. If such assets are considered to be
impaired, the impairment to be recognized is measured by the amount by which the carrying value of
the assets exceed the fair value of the assets. Assets to be disposed of are reported at the lower of the
carryingamount or fair value less costs to sell.

Investments in Real Estate Ventures

LaSalle has limited and general partner interests in various real estate ventures with interests generally
ranging from less than 1% to 49.5% which are accounted for using the equity method. In instances
where LaSalle exercises temporary control over co-investments, such investments are accounted for
under the equity method.

Intangibles Resulting from Business Acquisitions

Intangibles resulting from business acquisitions are amortized on a straight-line basis over the estimated
lives (generally eight to 40 years) of the related assets. LaSalle periodically evaluates the recoverability
of the carrying amount of intangibles resulting from business acquisitions by assessing whether any
impairment indications are present, including substantial recurring operating deficits or significant
adverse changesin 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 expected cash flow of the businesses.

Fair Value of Financial Instruments

LaSalle’s financial instruments include cash and cash equivalents, receivables, accounts payable, notes
payable and interest rate swap agreements. The estimated fair value of cash and cash equivalents,
receivables, and payables approximates their carrying amounts due to the short maturity of these
instruments. The estimated fair value of LaSalle’s credit facilities approximates their carrying value due
to their variable interest rate terms. The fair value of interest rate swap agreements is estimated, using
third party quotes, as the amount that LaSalle would receive or pay to execute a new agreement with
terms identical to those remaining on the current agreement, considering current interest rates.

Foreign Currency Translation

The financial statements of subsidiaries outside the United States, except those subsidiaries located in
highly inflationary economies, are generally measured using the local currency as the functional currency.
Theassetsand liabilities of these subsidiaries are translated at the rates of exchange at the balance sheet
date. The resultant translation adjustments are included as a separate component of stockholders’equity
and comprehensive income. 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 netearnings.
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Derivative Instruments

In 1998, LaSalle entered into interest rate swap agreements as a hedge against certain debt liabilities in
order to manage interest rate risk. The amount associated with these activities is not considered material.
As of December 31,1998, LaSalle had interest rate swap agreements in effect with a notional amount of
$55,000 with an approximate market value of $188.

Interest rate swap agreements are contracts that represent an exchange of interest payments and the
underlying principal balances of the assets or liabilities are not affected. Net settlement amounts are
reported as adjustments to interest income or interest expense. Gains and losses from the termination of
interest rate swaps are deferred and amortized over the remaining lives of the designated balance sheet
assets or liabilities. If the balance of the liability falls below that of the notional amount of the derivative,
the excess portion of the derivative is marked-to-market with a corresponding effect on current earnings.

LaSalle also enters into forward currency exchange contracts on a limited basis to manage currency
risks and reduce its exposure resulting from fluctuations in the designated foreign currency associated
with existing commitments, assets, or liabilities. The associated gains and losses are deferred and are
recognized in income upon settlement of the related transaction. At December 31,1997, LaSalle had
forward exchange contracts in effect with anotional value of $3,151 with approximately no market value
and carrying value. There were no forward exchange contracts in effect at December 31,1998.

LaSalle does not enter into derivative financial instruments for trading or speculative purposes.

Earnings per Share

Basic earnings per share were based on weighted average shares outstanding of 16,215,478 for 1998 and
16,200,000 for 1997. Diluted earnings per share for 1998 and for the period from conversion to corporate
form, July 22,1997, through December 31,1997 were based on weighted average shares outstanding of
16,387,721 and 16,329,613, respectively, which reflects an increase of 172,243 shares and 129,613
shares, respectively, representing the dilutive effect of outstanding stock options whose exercise price
was less than the average market price of LaSalle’s stock for the period. Net earnings of $24,327 were
used inthe calculations of 1997 basic and diluted earnings per share,and reflects earnings for the period
from conversion to corporate form, July 22,1997, through December 31,1997.

Revenue Recognition

Advisory and management fees are recognized in the period in which the services are performed.
Transaction commissions are recorded as income at the time the related services are provided unless
significant future contingencies exist. Development services 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 is measured at year end, 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 been discounted
tothe present value of future expected payments.

For financial statement presentation purposes, certain one-time leasing commission payments,
aggregating $10,776 in 1997, made to former Galbreath employees related to contracts in progress at
the acquisition date have been presented as a reduction of related commission revenue.

Jones Lang LaSalle Annual Report98 65



LASALLE PARTNERS INCORPORATED NOTES TO CONSOLIDATED AND COMBINED

FINANCIAL STATEMENTS ($ IN THOUSANDS, EXCEPT SHARE DATA) CONTINUED

Depreciation

Depreciation and amortization is calculated for financial reporting purposes using the straight-line
method based on the estimated useful lives of the assets. Furniture totaling $17,961 and $14,865 at
December 31,1998 and 1997, respectively, is depreciated over seven years. Computer equipment and
software totaling $33,347 and $19,423 at December 31,1998 and 1997, respectively, are depreciated
over three to five years. Leasehold improvements totaling $13,324 and $10,803 at December 31,1998
and 1997, respectively, are amortized over the lease periods ranging from one to 10 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
carryingamounts 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 achange in tax rates is recognized
inincome in the period that includes the enactment date.

Stock-based Compensation

LaSalle grants stock options for a fixed number of shares to employees with an exercise price equal to the
fair value of the shares at the date of grant. LaSalle follows the requirements of the Accounting Principles
Board (“APB”) Opinion No. 25,"Accounting for Stock Issued to Employees”in accounting for stock-based
compensation,and accordingly, recognizes no compensation expense for stock option grants, but provides
the pro forma disclosures required by the Statement of Financial Accounting Standards (“SFAS™)
No. 123,“Accounting for Stock-Based Compensation”.

Reclassifications

Certain 1997 and 1996 amounts have been reclassified to conform with the 1998 presentation.
NOTE 3: ACQUISITIONS

OnOctober 1,1998, LaSalle acquired all of the common stock of the following real estate service companies
formerly owned by 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.). On October 31,1998, LaSalle also acquired
COMPASS Management and Leasing (Australia) Pty Limited, the Lend Lease property and facility
management 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
Americaand Australia. LaSalle paid $180,000 in cash for all of the acquired companies (“COMPASS”).
The purchase of the companies also includes provisions for an earnout payment of up to $77,500 over
five years. The acquisition was accounted for as a purchase and, accordingly, operating results of this
business subsequent to the date of acquisition are included in the accompanying Consolidated and
Combined Statements of Earnings. The excess purchase price over the fair value of the identifiable
assetsand liabilities acquired was $172,893, including transaction costs, of which $34,579 was allocated
to management contracts which is being amortized on a straight-line basis over eight years and
$138,314 was allocated to goodwill which is being amortized on a straight-line basis over 40 years
based on LaSalle’s estimate of useful lives.
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OnJanuary 2,1998, LaSalle acquired the project management business of Satulah Group Inc.,a national
project managementand facilities conversion company with operations across the United States, for $5,471
in cash. The acquisition was accounted for as a purchase and, accordingly, operating results of the business
subsequent to the date of acquisition are included in the accompanying Consolidated and Combined State-
ment of Earnings. The excess purchase price over the fair value of the identifiable assets and liabilities
acquired was $5,421, including transactions costs, of which $1,084 was allocated to management contracts
which is being amortized on a straight-line basis over three years and $4,337 was allocated to goodwill
which isbeingamortized on astraight-line basis over 40 years based on LaSalle’s estimate of useful lives.

OnApril 22,1997, LaSalle acquired all of the common stock of Galbreath,a property, facility and develop-
ment management company. In consideration for the stock, LaSalle issued a 17.5% limited partnership
interest in the Predecessor Partnerships to the former stockholders of Galbreath. The acquisition was
accounted for as a purchase and,accordingly, operating results of this business subsequent to the date of
acquisition are included in the accompanying Consolidated and Combined Statements of Earnings. The
excess purchase price over the fair value of the identifiable assets and liabilities acquired was $30,576,
including transaction costs, of which $6,115 was allocated to management contracts that are being
amortized on astraight-line basis over eight years and $24,461 was allocated to goodwill which is being
amortized on astraight-line basis over 40 years based on LaSalle’s estimate of useful lives.

OnOctober 17,1996, LaSalle acquired all of the common stock of CIN Property Management Limited, a
London, England investment and property management private limited liability company, for $15,709
including transaction expenses. The name of the entity was immediately changed to CIN LaSalle
Investment Management (“CIN”). The acquisition was accounted for as a purchase and accordingly,
operating results of this business subsequent to the date of acquisition are included in the accompanying
Consolidated and Combined Statements of Earnings. The excess purchase price over the fair value of
the identifiable assets and liabilities acquired was $15,700, of which $4,710 was allocated to advisory
contracts which are being amortized on a straight-line basis over five years and $10,990 was allocated
to goodwill that is being amortized on a straight-line basis over a period of 20 years based on LaSalle’s
estimate of useful lives.

The pro forma results of such acquisitions, with the exception of COMPASS and Galbreath, are not
material to LaSalle’s consolidated and combined financial statements (Note 7).

NOTE 4: PENDING MERGER

OnOctober 22,1998, LaSalle announced that it had reached a definitive agreement to merge its operations
with Jones Lang Wootton (“JLW”). The transaction, principally structured as a share exchange, has been
approved by the LaSalle Board of Directors, the Boards of Directors of the JLW companies and partnerships,
and the JLW shareholders and partners. Completion of the transaction is subject to approval by
LaSalle’s shareholders, regulatory and tax clearances, and other customary conditions. A proxy statement
soliciting approval of the merger has been mailed to shareholders, and a special meeting has been
scheduled for March 10,1999. Under the terms of the agreement, LaSalle will issue up to 14,254,116
shares of common stock, plus approximately $6,199 in cash, subject to a closing net worth adjustment.
The transaction is expected to be accounted for as a purchase and to close in early 1999, however, there
can be no assurance that the transaction will be completed.
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NOTE 5: DISPOSITION

Effective December 31,1996, LaSalle sold its Construction Management business and certain related assets
to a former member of management for a $9,100 note. The note, which is secured by the current and
future assets of the business, is 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
note totaled $8,500 as of December 31,1998.

Under the terms of the Asset Purchase Agreement, LaSalle has agreed to provide certain administrative
and financial services, at cost, beginning in January 1997 and may provide certain financial assistance if
necessary. For financial reporting purposes,LaSalle has not treated the transaction as a divestiture. The
results of operations of the Construction Management business will be accounted for similar to the equity
method of accounting. As such, principal and interest to be received under the note will be treated as a
reduction of such net assets and as a reserve, if necessary, for any anticipated financial exposure under
the terms of the Asset Purchase Agreement with the remainder recognized as income.

Revenue recognized under the equity method totaled $1,257 and $1,100 for the years ended December
31,1998 and 1997, respectively. Revenue related to the Construction Management business for the year
ended December 31,1996 totaled $5,678. For financial statement presentation purposes, the 1996 revenue
has been presented net of related expenses totaling $4,407, as part of Fee Based Services revenue in the
accompanying Consolidated and Combined Statements of Earnings.

NOTE 6: BUSINESS SEGMENTS

OnJanuary1,1998, LaSalle adopted Statement of Financial Accounting Standards No. 131,“Disclosures
About Segments of an Enterprise and Related Information.” LaSalle’s operations have been classified
into three business segments based upon the nature of services provided to customers: Leasing and
Management Services, Financial and Corporate Services and LaSalle Investment Management. The
Leasing and Management Services segment provides three primary service capabilities: (i) property
and facility management and leasing for property owners; (ii) development services for both investors
and real estate users seeking to develop new buildings or renovate existing facilities; and (iii) project
management of tenant improvements in both owner-occupied and leased space. The Financial and
Corporate Services segment provides transaction and advisory services through three primary service
capabilities, including: (i) tenant representation for corporations and professional services firms; (ii)
investment banking services to address the financing, acquisition, and disposition needs of real estate
owners; and (iii) land acquisition services for owners and users of land. The LaSalle Investment
Management segment provides real estate investment management services to institutional
investors, corporations and high net worth individuals.

Total revenue by industry segment includes revenue derived from services provided to other segments.
Operating income represents total revenue less direct and indirect allocable expenses. LaSalle allocates
all expenses, other than interest and income taxes, as substantially all expenses incurred benefit one or
more of the segments. LaSalle measures segment profitability based on segment operating income.
Merger related non-recurring charges are not allocated to segments. Summarized financial information
by business segment for 1998, 1997 and 1996 is as follows:
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1998 1997 1996
LEASING AND MANAGEMENT SERVICES
Revenue:
Property and facility management fees $ 62,317 43,547 32,143
Leasing fees 43,099 25,159 14,819
Development services 11,229 8,853 5,825
Project management 17,479 7,994 6,297
Intersegment revenue 1,046 195 200
Equity in earnings from unconsolidated ventures 47 340 —
Other income 880 464 281
136,097 86,552 59,565
Operating expenses:
Compensation,operating and administrative expenses 119,079 75,039 46,794
Depreciation and amortization 7,620 3,605 1,651
Operating income $ 9,398 7,908 11,120
FINANCIAL AND CORPORATE SERVICES
Revenue:
Tenant representation $ 42,558 33,485 28,793
Investment banking 27,058 19,401 6,664
Land fees 9,591 5,955 4,536
Construction operations 1,257 1,100 1,271
Equity in earnings from unconsolidated ventures 322 476 1,380
Intersegment revenue 1,307 1,464 1,000
Otherincome 342 422 253
82,435 62,303 43,897
Operating expenses:
Compensation,operating and administrative expenses 61,231 45,240 32,410
Depreciation and amortization 1,321 1,197 1,055
Operating income $ 19,883 15,866 10,432
LASALLE INVESTMENT MANAGEMENT
Revenue:
Advisory fees $ 77,306 70,817 52,217
Acquisition fees 6,402 3,600 2,939
Equity in earnings from unconsolidated ventures 3,542 2,422 1,840
Otherincome 1,035 738 195
88,285 77,577 57,191
Operating expenses:
Compensation,operating and administrative expenses 65,189 61,946 49,132
Depreciation and amortization 4,514 4,291 2,710
Operating income $ 18,582 11,340 5,349
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1998 1997 1996
Total segment revenue $ 306,817 226,432 160,653
Intersegment revenue eliminations (2,353) (1,659) (1,200)
Net segment revenue $ 304,464 224,773 159,453
Total segment operating expenses $ 258,954 191,318 133,752
Intersegment operating expense eliminations (2,353) (1,659) (1,200)
Net segment operating expenses $ 256,601 189,659 132,552
Total segment operating income $ 47863 35,114 26,901
Merger related non-recurring charges ® $ 10,021 — —
Operating income $ 37,842 35,114 26,901

Merger related non-recurring charges consist of integration and transition costs related to the COMPASS acquisition and non-capitalizable

merger related expenses associated with the pending merger with JLW.

Identifiable assets by segment are those assets that are used by or are a result of each segment’s business.
Corporateassetsare principally cash and cash equivalents, deferred tax assets, office furniture and lease-

hold improvements.

The following table reconciles segment identifiable assets to consolidated assets, investments in real
estate ventures accounted for under the equity method to consolidated investments in real estate ventures

and fixed asset expenditures to consolidated fixed asset expenditures.

1998 1997 1996
Investments Fixed Investments Fixed Fixed
Identifiable inReal Estate Asset  Identifiable inReal Estate Asset Asset
Assets Ventures Expenditures Assets \entures Expenditures Expenditures
Leasingand
Management
Services $ 287,965 1,172 9,299 66,943 961 2,606 2,102
Financial and
Corporate
Services 57,284 5,887 1,385 38,464 776 532 1,079
LaSalle
Investment
Management 98,060 45,917 1,540 53,468 16,343 624 1,079
Corporate 47,612 — 3,368 61,012 — 2,515 6,530
Consolidated  $ 490,921 52,976 15,592 219,887 18,080 6,277 10,790

LaSalle maintains operations and provides services outside of the United States. International revenue
derived principally from Europe aggregated $28,323,$25,621 and $7,676 in 1998,1997 and 1996, respec-
tively. Identifiable assets of such operations aggregated $38,898, $22,859 and $26,702 at December 31,
1998,1997 and 1996, respectively.
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NOTE 7: PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Thefollowing Combined Pro Forma results for 1998 and 1997 give effect to the acquisition of COMPASS asif it
had occurred on January 1,1997. COMPASS Pro Forma results reflect historical operating results for the nine
months ended September 30,1998 and the year ended December 31,1997, as adjusted for (i) the anticipated
impact on the amortization of intangible assets and goodwill resulting from the acquisition, (i) incremental
interestexpense resulting from borrowings used to fund the acquisition,and (iii) income taxes for LaSalle and
COMPASS asif both entities were taxable for those periods at an effective tax rate of 39.2%.

LaSalle Pro Forma results for 1997 and 1996 give effect to (i) the acquisition of Galbreath in April 1997,as
adjusted for the Tenant Representation and Investment Banking unitswhich were notacquired, (ii) the pro-
vision for income taxes as though LaSalle and Galbreath were taxable entities at an effective tax rate of
38.5% ,and (iii) estimated incremental general and administrative costs associated with operations as a
public company and the repayment of LaSalle’s long-term debt out of the proceeds of the initial public
offering,as if these events occurred on January 1,1996.

The pro forma adjustments are based upon available information and certain assumptions that
Management of LaSalle believes are reasonable. The pro forma consolidated and combined financial
statements are not necessarily indicative of what the actual results of operations would have been
for the years ended December 31,1998,1997,and 1996 had LaSalle completed the acquisitions of
COMPASS and the Galbreath common stock and consummated its conversion to corporate form
and the Offering transactions as of the dates indicated nor does it purport to represent the future
financial position or results of operations of LaSalle.
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UNAUDITED PRO FORMA CONSOLIDATED AND COMBINED STATEMENTS OF EARNINGS

Revenue:

Fee based services

Equity in earnings from unconsolidated ventures
Otherincome

Total revenue

Operating expenses:

Compensation and benefits
Operating,administrative and other
Depreciation and amortization

Total operating expenses before merger related non-recurring charges

Operating income before merger related non-recurring charges
Merger related non-recurring charges

Operating income (loss)
Interest expense

Earnings (loss) before provision (benefit) for income taxes
Net provision (benefit) for income taxes

Net earnings (loss)

Basic earnings per common share

Weighted average shares outstanding

Diluted earning per common share

Diluted weighted average shares outstanding
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1998 1997 1996

LaSalle  COMPASS  Combined LaSalle  COMPASS  Combined LaSalle
Historical  ProForma  ProForma  ProForma  ProForma  ProForma  ProForma

$ 298,296 60,077 358,373 221,762 83,856 311,618 183,349
3,911 — 3,911 3,311 — 3,311 3,792
2,257 1,308 3,565 1,911 948 2,859 2,257
304,464 61,385 365,849 232,984 84,804 317,788 189,398
172,982 36,282 209,264 128,365 46,053 174,418 104,294
70,164 20,203 90,367 60,212 23,251 83,463 47,480
13,455 7,137 20,592 9,756 9,612 19,368 7,447
256,601 63,622 320,223 198,333 78,916 277,249 159,221
47,863 (2,237) 45,626 34,651 5,888 40,539 30,177
10,021 — 10,021 — — — —
37,842 (2,237) 35,605 34,651 5,888 40,539 30,177
4,153 9,137 13,290 1,000 12,100 13,100 1,075
33,689 (11,374) 22,315 33,651 (6,212) 27,439 29,102
13,224 (4,360) 8,864 12,956 (2,200) 10,756 11,204

$ 20,465 (7,014) 13,451 20,695 (4,012) 16,683 17,898
$ 1.26 0.83 1.28 1.03 1.10
16,215,478 16,215,478 16,200,000 16,200,000 16,200,000
$ 1.25 0.82 1.27 1.02 1.10
16,387,721 16,390,111 16,329,555 16,337,102 16,329,555
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Pro forma total revenue and operating expenses for COMPASS include activities such as property
management and leasing, facility management and retail management. Adjustments to operating
expenses reflect the allocation of the purchase price to intangibles and goodwill resulting in reduced
goodwill amortization expense of $6,676 and $1,160 for 1998 and 1997, respectively. As a result of
LaSalle’s borrowings of $180,000 to fund the COMPASS acquisition, the incremental increase in interest
expense was $3,437 and $8,275 for 1998 and 1997, respectively. Finally, the pro forma results for 1998
and 1997 further include a decrease in the provision for income taxes of $390 and $3,889, respectively,
giving effect to LaSalle and COMPASS as taxable entities at an effective tax rate of 39.2%. LaSalle’s Leasing
and Management Services segment and COMPASS have highly duplicative regional infrastructure
through which cost synergies may be achieved but have not been reflected in the pro forma.

LaSalle anticipates that it will incur total integration and transition costs of approximately $16,900 or
$10,300 on an after-tax basis which have been and will be charged to operations primarily in 1998 and the
first half of 1999. Merger related non-recurring charges incurred by LaSalle in 1998 include integration
and transition costs related to the COMPASS acquisition and non-capitalizable merger related expenses
associated with the pending merger with JLW.

Pro forma total revenue and operating expenses for Galbreath include activities such as property
management and development management. Additional adjustments to operating expenses were
made for estimated incremental general and administrative costs associated with operations as a public
company totaling $563 and $750 for 1997 and 1996, respectively. As a result of the repayment of LaSalle’s
long-term notes payable out of the proceeds of the Offering, the related actual interest expense totaling
$2,955 and $4,655 for 1997 and 1996, respectively, has been eliminated in the pro forma results. The pro
formaresults further include an additional provision of income taxes totaling $7,677 and $9,787 for 1997
and 1996, respectively, giving effect to the conversion of LaSalle and Galbreath to taxable entities.

NOTE 8: INVESTMENTS IN REAL ESTATE VENTURES

LaSalle hasinvested in certain real estate ventures that own and operate commercial real estate. These
investments include non-controlling general and limited partnership ownership interests generally ranging
from less than 1% to 49.5% of the respective ventures. LaSalle has made initial capital contributions to the
ventures and has remaining commitments to certain ventures for additional capital contributions of
approximately $6,656 as of December 31,1998. Substantially all venture interests are held by corporate sub-
sidiaries of LaSalle. Accordingly, LaSalle’s exposure to liabilities and losses of the ventures is limited to its
initial and remaining commitments. To the extent LaSalle’s investment basis differs from its share of the
equity of an unconsolidated investment, such difference is amortized over the depreciable lives of the
investee's investment assets.

Included in investment in real estate ventures is an $18,800 investment in LaSalle Hotel Properties
(“LHO"),areal estate investment trust, which completed its initial public offering in April 1998. LHO was
formed to own hotel properties and to continue and expand the hotel investment activities of LaSalle by
investing particularly in upscale and luxury full service hotels located primarily in major business and
urban, resortand convention markets. LaSalle provides advisory,acquisition and administrative services
to LHO for which it receives 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, if any, are paid in the form of LHO common stock or units, at LaSalle’s option. LHO was formed with
10 hotels, nine of which LaSalle had a nominal co-investment in and acted as the investment advisor for.
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In accordance with the individual investment advisory agreements, LaSalle earned and received
performance fees totaling $15,200 on the disposition of certain of the assets. LaSalle contributed its
ownership interests in the hotels as well as the related performance fees to LHO for an effective
ownership interest of approximately 6.4%.

Such investments have been accounted for under the equity method of accounting in the accompanying
Consolidated and Combined Financial Statements.As such, LaSalle recognizes its share of the underlying
profits and losses of the ventures as revenue in the accompanying Consolidated and Combined Statements
of Earnings. LaSalle generally is entitled to operating distributions in accordance with its respective
ownership interests.

Summarized combined financial information for the above unconsolidated ventures is presented below:

1998 1997 1996
BALANCE SHEET:
Investments in real estate $2,021,372 1,236,217
Total assets $2,513,483 1,406,236
Mortgage indebtedness $ 614,349 579,310
Total liabilities $ 977,194 631,807
Total equity $1,536,289 774,429
Investments in unconsolidated ventures $ 52,083 17,100
STATEMENTS OF OPERATIONS:
Revenues $ 298,886 288,709 212,048
Netearnings $ 104,095 96,725 35,333
Equity in earnings from unconsolidated ventures $ 3,911 3,238 3,220

During 1998 and 1997, LaSalle made loans to certain of these real estate ventures, of which $15,498 and
$4,716 was outstanding at December 31,1998 and 1997, respectively,and is included in notes and other
receivables in the accompanying Consolidated Balance Sheet. These notes, which carried an interest rate of
approximately 9.0%, are typically repaid within one year. LaSalle also has investments that are accounted
for using the cost method that totaled $893 and $980 at December 31,1998 and 1997, respectively. Certain of
LaSalle's capital contributions to the ventures are represented by notes payable that totaled $349 and $618 at
December 31,1998 and 1997, respectively. Such notes are generally interest bearing and mature in 2000.

NOTE 9: DEBT

Credit Facilities

In September 1998, LaSalle obtained a $175,000 credit facility (the “Acquisition Facility”) to finance the
acquisition of COMPASS (Note 3). The Acquisition Facility, which is placed with a syndicate of seven
banks, has a one year term with two six-month extensions and bears a variable rate of interest based on
market rates. LaSalle’s effective interest rate was 6.1% in 1998 and the outstanding balance on the
Acquisition Facility was $175,000 at December 31,1998.

In November 1997, LaSalle replaced its $70,000 credit agreement, which consisted of a short-term
revolving line of credit and a long-term facility, with a $150,000, five year unsecured revolving credit
facility. The facility is guaranteed by certain of LaSalle's subsidiaries and is available for working capital,
co-investment and acquisitions. The facility bears variable rates of interest based on market rates and
requires LaSalle to pay acommitment fee of .15% per annum on the unused portion of the commitment.
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LaSalle’s effective interest rate was 6.0%, 6.7% and 6.9% in 1998, 1997 and 1996, respectively. The out-
standing balance on the facility at December 31,1998 was $27,923. LaSalle had no outstanding debt on
the facility at December 31,1997.

Under the terms of the Acquisition Facility and the revolving credit facility, LaSalle must maintain a certain
level of consolidated net worth and ratio of funded debt to earnings before interest expense,income
taxes, depreciation and amortization expense,and must meet aminimum fixed charge coverage ratio.
Additionally, LaSalle is restricted from,among other things, incurring certain levels of indebtedness to
lenders outside of the facilities, disposing of a significant portion of its assets, and is subject to lender
approval on certain levels of co-investment.

Subordinated Loans

Subordinated loans consisted of Class A and Class B unsecured notes payable to two former limited
partners of the Predecessor Partnerships. The amounts outstanding on the Class A and Class B notes,
which were $37,213 at December 31,1996, were repaid out of the proceeds of the Offering.

NOTE 10: LEASES

LaSalle leases office space in various buildings for its own use with remaining lease terms at December 31,
1998 ranging from one to nine years. The terms of these operating leases provide for LaSalle to pay base
rentand ashare of increases in operating expenses and real estate taxes in excess of defined amounts.

Minimum future lease payments (i.e., base rent) due in each of the next five years ending December 31
are as follows:

Amount

1999 $ 8,777
2000 8,063
2001 7,412
2002 6,328
2003 5,257
Thereafter 10,929
$ 46,766

Rentexpense was $9,812,$7,146 and $6,117,during 1998,1997 and 1996, respectively.
NOTE 11: INCOME TAXES

For the period prior to the incorporation of the Predecessor Partnerships, the accompanying Consolidated
and Combined Statements of Earnings include a federal and state income tax provision for wholly owned
corporate subsidiaries and a state tax provision for certain states that require partnerships to pay income
taxes. For the period January 1,1997 through July 21,1997, such amounts aggregated $1,112. No other
provision for income taxes was made for those periods as the liability for such taxes would have been that of
the respective partners of the Predecessor Partnerships.Asaresult of LaSalle's conversion from partnership
to corporate form in July 1997, a tax benefit of $6,842 was recognized related to deferred tax assets
recorded in accordance with the provisions of SFAS No. 109 arising from temporary differences between
the book and tax basis of LaSalle’s assets and liabilities at the date of conversion.

For the year ended December 31,1998 and for the period subsequent to conversion in 1997, LaSalle’s
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provision for income taxes aggregated $13,224 and $11,009, respectively,and consisted of the following:

1998 1997

Current Deferred Total Current Deferred Total

U.S.Federal $ 11,843 (1,970) 9,873 3,930 2,656 6,586
State and local 2,819 (144) 2,675 823 1,000 1,823
Foreign 1,506 (830) 676 2,600 — 2,600

$ 16,168 (2,944) 13,224 7,353 3,656 11,009

Income tax expense for 1998 and for the period subsequent to conversion for 1997 differed from the
amounts computed by applying the U.S. federal income tax rate of 35% to earnings before provision for
income taxes ($33,689 for the year ended December 31,1998 and $28,596 for the period July 22,1997
through December 31,1997) as a result of the following:

1998 1997
Computed “expected”tax expense $ 11791 35.0% 10,009 35.0%
Increase (reduction) in income taxes resulting from:
State and local income taxes, net of federal income
tax benefit 1,739 5.2% 1,185 4.1%
Amortization of non-deductible goodwill (1,182) (3.5%) (573) (2.0%)
Non-deductible expenses 807 2.4% 205 0.7%
Other, net 69 0.2% 183 0.7%

$ 13224 39.3% 11,009 38.5%

Domestic and foreign earnings before provision for income taxes for the year ended December 31,1998
were $29,907 and $3,782, respectively. Foreign earnings before provision for income taxes are not considered
material for 1997 and 1996.

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets
and deferred tax liabilities are presented below:

December 31, uly 22,
1998 1997 1997

DEFERRED TAX ASSETS:
Foreign tax credit carryforwards $ 3,800 2,600 —
Foreign loss carryforwards 830 — —
Accrued expenses 3,957 2,205 7,139
Property and equipment 1,644 1,397 1,166
Allowances for uncollectible accounts 3,238 2,208 2,208
Other 355 554 1,475

$ 13824 8,964 11,988

DEFERRED TAX LIABILITIES:
Investments in real estate ventures $ 2,483 2,820 2,602
Other 716 1,065 651

$ 3199 3,885 3,253

In connection with the COMPASS acquisition, LaSalle recorded deferred tax assets of $2,602 as part of
its purchase price allocation.
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There is no valuation allowance for deferred tax assets as of December 31,1998 and 1997. In assessing
whether the deferred tax assets are realizable, management considers whether it is more likely than not
that some portion or all of the deferred tax assets will not be realized. The ultimate realization of
deferred tax assets is dependent upon the generation of future taxable income during the periods in
which those temporary differences become deductible. Management considers the scheduled reversals
of deferred tax liabilities, projected future taxable income,and tax planning strategies in making this
assessment.Based upon the level of historical taxable income and projections for future taxable income
over the periods during which the deferred tax assets are deductible, management believes it is more
likely than not that LaSalle will realize the benefits of these deductible differences. The amount of the
deferred tax asset considered realizable, however, could be reduced in the near term if estimates of
future taxable income during the carryforward period are reduced.

As of December 31,1998 and 1997, LaSalle has available $3,800 and $2,600 of foreign tax credit carry-
forwards for U.S federal income tax purposes, which expire in 2003 and 2002, respectively. There were
also foreign loss carryforwards at December 31, 1998 approximating $2,400 which expire in 2003 and
thereafter. Current income taxes payable and receivable at December 31,1998 and 1997 were $8,237
and $916, respectively.

NOTE 12: STOCK OPTION AND STOCK COMPENSATION PLANS

Retirement Plan

LaSalle hasaqualified profitsharing plan that incorporates IRC Section 401(Kk) for its eligible employees.
Contributions under the qualified profit sharing plan are made via acombination of employer match and
anannual contribution on behalf of eligible employees. Included in the accompanying Consolidated and
Combined Statements of Earnings for the years ended December 31,1998,1997 and 1996 are contributions
of $1,750,$1,652 and $1,009, respectively.

Related trust assets of the Plan are managed by trustees and are excluded from the accompanying
Consolidated and Combined Financial Statements.

Stock Award and Incentive Plan

In 1997, LaSalle adopted a stock award and incentive plan that provides for the granting of options to
eligible participants of LaSalle to purchase a specified number of shares of common stock. Under the
plan, the total number of shares of common stock available to be issued is 2,215,000. There is a proposed
amendment to the stock option plan which would increase the total number of shares of common stock
available to be issued to 4,160,000 which will be voted upon by shareholders at the special meeting on
March 10,1999. The options are 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 the Board of Directors of
LaSalle determines and sets forth in the award agreement. Such options granted in 1998 vest over a
period of four to six years. Such options granted in 1997 vest over a period of one to six years. Certain
1997 options having a six-year vesting period are subject to an accelerated vesting schedule based on the
future average stock price. At December 31,1998 and 1997, there were 973,100 and 1,477,000 additional
shares, respectively, available for grant under the stock award and incentive plan. In January 1999,
LaSalleissued 514,137 additional options.
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The per share weighted-average fair value of options granted during 1998 and 1997 was $16.44 and
$11.63 on the date of grant using the Black Scholes option-pricing model with the following weighted-
average assumptions:

1998 1997
Expected dividend yield 0.00% 0.00%
Risk-free interest rate 4.95% 6.95%
Expected life 6to9years 6to9years
Expected volatility 41.50% 16.50%
Contractual terms 7to10years 7to10years

LaSalle accounts for its 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. LaSalle has elected to apply the provisions of APB
No. 25 in accounting for its stock award and incentive plan, and, accordingly, no compensation cost has
been recognized for its stock award and incentive plan in the Consolidated and Combined Financial
Statements. Had LaSalle determined compensation cost based upon the fair value at the date of grant
for its options as set forth under SFAS No. 123, LaSalle’s net earnings, basic earnings per common share
and diluted earnings per common share for the year ended December 31,1998 and for the period sub-
sequent to conversion, July 22,1997, through December 31,1997 for 1997, would have been $15,689,
$0.97,$0.96,and $23,924,$1.48 and $1.47, respectively.

Stock option activity is as follows;

1998 1997

Shares  Weighted- Shares  Weighted-

(000) Average (000) Average

Outstanding at beginning of year 7380 $ 2329 — $ —
Granted 524.9 3171 740.5 23.29
Exercised — — — —
Forfeited (21.0) 29.56 (2.5) 23.00
Outstanding at end of year 12419 $ 2675 7380 $ 2329

At December 31,1998 and 1997, the range of exercise prices and weighted-average remaining contrac-
tual life of outstanding options was $23.00-$43.88 and 7.6 years, and $23.00-$35.06 and 9.5 years,
respectively. At December 31, 1998, approximately 534,000 options were exercisable. None of the
options were exercisable at December 31,1997.

Other Stock Compensation Programs

LaSalle maintains a Stock Compensation Program (“SCP”) for eligible employees. Under this plan,
employee contributions for stock purchases will be enhanced by LaSalle through an additional contribu-
tion of 15%.Employee contributions vestimmediately while LaSalle contributions are subject to various
vesting periods. The related compensation cost isamortized to expense over the vesting period. As of
December 31,1998, no shares have been issued under this plan.
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In 1998, LaSalle adopted an Employee Stock Purchase Plan (“ESPP”) for eligible employees. Under this
plan, employee contributions for stock purchases will be enhanced by LaSalle through an additional
contribution of 15%. Employee contributions and LaSalle contributions vest immediately. As of
December 31,1998, 64,176 shares have been issued under this plan.

NOTE 13: TRANSACTIONS WITH AFFILIATES

Certain employees of LaSalle have an ownership interest in Diverse Real Estate Holdings Limited
Partnership (“Diverse”). Diverse has an ownership interest in and operates investment assets, primarily
asthe managing general partner of real estate ventures. Included in the accompanying Consolidated
Balance Sheets is a long-term receivable, net of allowance, from Diverse totaling $1,663 at December 31,
1998 and 1997.

Certain officers of LaSalle are trustees for real estate funds that were organized by a subsidiary. LaSalle
earns advisory and management fees for services rendered to the funds. Included in the accompanying
Consolidated and Combined Financial Statements are revenues of $2,285,$4,209 and $10,306 for 1998,
1997 and 1996, respectively, as well as receivables of $116 and $496 at December 31,1998 and 1997,
respectively, related to such services.

LaSalle also earns fees and commissions for services rendered to affiliates of Dai-ichi Life Property
Holdings, Inc.and Galbreath Holdings, LLC, two significant stockholders, real estate ventures in which
LaSalle has an equity interest,and ventures in which Diverse has an ownership interest. Included in the
accompanying Consolidated and Combined Financial Statements are revenues from such affiliates of
$45,867,$32,957 and $18,866 for 1998,1997 and 1996, respectively, as well as receivables for reimbursable
expenses and revenues as of December 31,1998 and 1997 of $9,320 and $6,159, respectively.

NOTE 14: COMMITMENTS AND CONTINGENCIES

LaSalleisadefendantin various litigation mattersarising in the ordinary course of business,some of which
involve claims for damages that are substantial in amount. Most of these litigation matters are covered
by insurance. In the opinion of management, the ultimate resolution of such litigation matters will not
have a material adverse effect on the financial position, results of operations, or liquidity of LaSalle.
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The following table sets forth certain unaudited consolidated and combined statements of earnings data
foreach of LaSalle’s last eight quarters. In the opinion of Management, this information has been presented
on the same basis as the audited Consolidated and Combined Financial Statements appearing elsewhere in
this report,and includes all adjustments, consisting only of normal recurring adjustments and accruals,
that LaSalle considers necessary for a fair presentation. The unaudited consolidated and combined
quarterly information should be read in conjunction with LaSalle’s Consolidated and Combined Financial
Statements and the notes thereto. The operating results for any quarter are not necessarily indicative of
the results for any future period.

($inthousands) March 31 June 30 Sept. 30 Dec.31 Year
1998

Revenue :

Leasing and Management Services $ 18,368 26,470 28,851 61,362 135,051
Financial and Corporate Services 9,358 18,694 20,045 33,031 81,128
LaSalle Investment Management 23,339 29,048 15,936 19,962 88,285
Total revenue 51,065 74,212 64,832 114,355 304,464
Operating income (loss) before merger

related non-recurring charges ®© (5,349) 12,220 8,229 32,763 47,863
Merger related non-recurring charges © — — — 10,021 10,021
Operating income (loss) @ $  (5349) 12,220 8,229 22,742 37,842
Netearnings (loss) $  (3,440) 7,310 4,806 11,789 20,465
Basic earnings (loss) per commonshare  $ (0.21) 0.45 0.30 0.73 1.26
Diluted earnings (loss) percommonshare $  (0.21) 0.45 0.29 0.72 1.25
1997

Revenue ®@:

Leasing and Management Services $ 10,782 18,839 22,067 34,672 86,360
Financial and Corporate Services 4,527 14,339 12,996 28,975 60,837
LaSalle Investment Management 16,397 24,740 16,795 19,644 77,576
Total revenue $ 31,706 57,918 51,858 83,291 224,773
Operating income (loss) @ $ (3272 9,203 5951 23,232 35,114
Netearnings (loss) $ (4,719 6,940 7,610 16,009 25,840
Basic earnings per common share $ 0.51 0.99 1.50
Diluted earnings per common share $ 0.51 0.98 1.49

Excludes intersegment revenue and intersegment expense.

Historical management revenue and operating expenses have been reclassified to reflect personnel cost reimbursements received on
property or specific client assignments on a net rather than gross basis. There was no effect on operating income or net earnings as
historically reported.

Merger related non-recurring charges include integration and transition costs related to the COMPASS acquisition and non-capitalizable
merger related expenses associated with the pending merger with JLW.

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

As of February 26,1999, there were approximately
3,000 beneficial holders of Jones Lang LaSalle’s
common stock.

COMMON SHARE MARKET PRICES

Jones Lang LaSalle’s common stock is listed on
the New York Stock Exchange (NYSE), ticker

symbol JLL.
JLL

Li

@
o

Following are the LAP high and low sales prices for
1998 on the NYSE for the corporate information
page of the annual report:

High Low
First Quarter $36.8125 $30.50
Second Quarter $48.00  $31.375
Third Quarter $4450  $32.6875
Fourth Quarter $32.6875 $21.9375
DIVIDENDS

Jones Lang LaSalle has not paid cash dividends on
its common stock to date. Jones Lang LaSalle
intends to retain its earnings to support the expan-
sion of the business and therefore does 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 Jones Lang
LaSalle’s financial condition, earnings,and other
factors deemed relevant by the Board of Directors.



