IRecord 9 of 13

[Reference Number [3227755]
|Created Date 108/31/2011
[Complaint Source [BBB GA Atlanta
|Originator Reference Number 104430027213063
[Contact Type [Complaint

[Data Source [Organization
IDNC? IN

|Entered By IBBBATGA-USER
|Entered Date 108/31/2011
\Updated By IBBBATGA-USER
\Updated Date 107/01/2012
[Agency Contact [External Agency
|Complaint Date 108/31/2011
[Transaction Date [

[Consumer First Name [b(6)

[Consumer Middle Name [

[Consumer Last Name [b(6)

[Consumer Salutation [-

[Consumer Address, Line 1 [b(6)

[Consumer Address, Line 2 [b(6)

[Consumer Address, Line 3 ['

[Consumer Address, City [NAPLES
[Consumer Address, State Code [FL

[Consumer Address, State Name [Florida
[Consumer Address, Country Code [USA

\Consumer Address, Country Name ~ [UNITED STATES
[Consumer Address, ZIP Code [b(6)

Consumer Address, ZIP Code

Extension

Consumer Home Phone, Country

Code

[Consumer Home Phone, Area Code [b(6)

[Consumer Home Phone, Number [b(6)

Consumer Work Phone, Country

Code

[Consumer Work Phone, Area Code [b(6)

[Consumer Work Phone, Number [b(6)

[Consumer Work Phone, Extension

[




[Consumer Fax, Country Code

[Consumer Fax, Area Code

[Consumer Fax, Number

[Consumer Cell Phone, Area Code

[
[
[
[Consumcr Cell Phone, Country Code [
[
[

[Consumcr Cell Phone, Number

[Consumer Email [b(6)

[Consumor Age range [

[Consumer Military Status [

[Consumor Military Station [

Consumer Complaining

Company/Org
[Company Name [Incomeathome.com
[Company Address, Line 1 [16? Teague Drive

[Company Address, Line 2 [

[Company Address, Line 3 [

|Company Address, City ICANTON
[Company Address, State Code [GA
[Company Address, State Name [Georgia

[Company Address, Country Code [USA

|Company Address, Country Name ~ |[UNITED STATES

[Company Address, ZIP Code [301 14

Company Address, ZIP Code
Extension

[Company Phone, Country Code

[Company Phone, Area Code

[Company Phone, Extension

|
[Company Phone, Number [
[
[

[Company Email

|Company Website |www.incomeathome.com

[Company Rep First Name [Shawn

[Company Rep Middle Name [

[Company Rep Last Name [Dahl

[Company Rep Salutation [

[Company Rep Comments [Owner

Complaint Info Initial Contact
Method

[Complaint Info Initial Contact Date [

Complaint Info Initial Response
Method




Complaint Info Initial Response Date }

Complaint Info Amount Requested
Method

Complaint Info Amount Requested
Value

[Complaint Info Amount Paid Method r

'Complaim Info Amount Paid Value

1$39.95

[Complaint Info Product Service Code ‘4006

Complaint Info Product Service
Description

Business Opportunities\Work-At-Home
Plans

[Complaint Info Law Violation Code

%

Complaint Info Law Violation
Description

[Complaint Info Statute Code

[Complaint Info Statute Description

)Complaint Info Topic Code

[Complaint Info Topic Description

[
T
T
T

Complaint Info Comments

I got online and communicated with people
that said you received a pack for an income
at home information package.

It was $9.95. I charged it to a credit card. 1
received the package, the instructions were to
call your 'mentor’ and have a phone
conversation about the package. I did as
directed. Basically, I found out it was a
pyramid scheme with Herbalife and I told the
woman I was not interested, thank you for
your time. Now, I paid $10 for this. A couple
days later it occured to me that they had my
credit card # and I called, did not get an
answer, left a message and asked that they
would please destroy my card. Never heard
another word. Then the next month there was
an unauthorized charge for $39.95. I called
several times and left email messages for 2
weeks to no avail. I had to cancel my credit
card and dispute the charges, a pain. Finally,
I left a not so nice message to call and she
finally called back a week later. Telling me
that they charged my account because I
didn't send the booklet back, which I was not
instructed to do. I asked why they didn't
answer my calls and she made many excuses.
The bottom line is they misrepresented
themselves and made an unauthorized charge
to my account. I closed the account so they
can't do it again, with much trouble to me.

They got their $10 for nothing as far as I'm




concerned. Who knows what else they would
charge to my account. I was very angry. I
also notified the radio station that promotes
them.Product_Or_Service: Internet business
starter pack Order_Number:
366944Purchase_Price:
10.00IsB2BComplaint:
falseHasComplainedToBusiness:
falselsBusinessProblemAdjusted:
falselsAcceptedByConsumer: false ---
Additional Comments: DesiredSettlementID:
Other (requires explanation)I've disputed the
charges and if that is settled then I will be
fine. But otherwise, I want my money back.
And I don't want them to be able to continue
to rip off other people.

You pay $10 to find out it's something you
don't want to get involved with and then they
have your number. I won't fall for that again.
Tired of these rip off people. I work too hard
for my money. You hear an advertisement on
a reputable radio station and think it may be
an opportunity and this is how itworks out'

Complaint Info CRA Dispute Flag

Complaint Info CRA Dispute 45
Days Flag - FOIA only
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[Reference Number [32667026
|Created Date 09/26/2011
[Complaint Source [BBB GA Atlanta
|Originator Reference Number 04430027216751
[Contact Type [Complaint

[Data Source [Organization
IDNC? IN

|Entered By IBBBATGA-USER
|Entered Date 09/26/2011
\Updated By IBBBATGA-USER
\Updated Date 07/01/2012
[Agency Contact [External Agency
|Complaint Date 09/26/2011
[Trausaction Date ['

[Consumer First Name [b(6)

[Consumer Middle Name [

[Consumer Last Name [b(6)

\Consumer Salutation [

[Consumer Address, Line 1 [b(6)

[Consumer Address, Line 2 ['

[Consumer Address, Line 3 ['

[Consumer Address, City [MILAN
[Consumer Address, State Code [OH

[Consumer Address, State Name [Ohio

[Consumer Address, Country Code [USA

\Consumer Address, Country Name ~ [UNITED STATES
[Consumer Address, ZIP Code [b(6)

Consumer Address, ZIP Code

Extension

Consumer Home Phone, Country

Code

[Consumer Home Phone, Area Code [

[Consumer Home Phone, Number [

[Consumer Work Phone, Country Code [

[Consumer Work Phone, Area Code [b(6)

[Consumer Work Phone, Number [b(6)

[Consumer Work Phone, Extension

[

[Consumer Fax, Country Code

[




[Consumer Fax, Area Code

[Consumer Fax, Number

i
[

[Consumer Cell Phone, Country Code [

[Consumcr Cell Phone, Area Code

[

[Consumer Cell Phone, Number

[

[Consumcr Email

b(6)

[Consumer Age range

[

[Consumer Military Status

[

[Consumer Military Station

[

[Consumer Complaining Company/Org [

[Company Name

[Incomeathome.com

[Company Address, Line 1

|]6‘F Teague Drive

[Company Address, Line 2

[

[Company Address, Line 3

[

[Company Address, City |CANTON
[Company Address, State Code [GA

[Company Address, State Name [Georgia

[Company Address, Country Code [USA

[Company Address, Country Name [UNITED STATES
|Company Address, ZIP Code 130114

Company Address, ZIP Code
Extension

[Company Phone, Country Code

[Company Phone, Area Code

[Company Phone, Number

[Company Phone, Extension

[Company Email

[
[
[
[
[

[Company Website [Www.incomeathome.com
[Company Rep First Name [Shawn

[Company Rep Middle Name [

[Company Rep Last Name [Dahl

[Company Rep Salutation [

[Company Rep Comments [Owner

[Complaint Info Initial Contact Method [

[Complaint Info Initial Contact Date

[

Complaint Info Initial Response
Method

[Complaint Info Initial Response Date ['

rComplaint Info Amount Requested




Method

|

Complaint Info Amount Requested
Value

|

[Complaint Info Amount Paid Method 1’

[Complaint Info Amount Paid Value

[$45.99

'Complaim Info Product Service Code '4006

Complaint Info Product Service
Description

Business Opportunities\Work-At-Home
Plans

[Complaint Info Law Violation Code

[

Complaint Info Law Violation
Description

,Complaint Info Statute Code

[Complaint Info Statute Description

[Complaint Info Topic Code

)Complaint Info Topic Description

e ———— ——

'Complaint Info Comments

I went to the website hoping to find several
options for an online business and they said
they would get back to me. What I got was a
packet with all these claims and two cds. At
that time they asked for a payment of $9.99
for a 30 day try. I played the cds and they
told me nothing. I called the number on the
packet but had trouble catching up with her
to get more info. During that time the trial
period ended and I was charged an
additional $35.00 and I hadn't even talked to
anyone yet. Well, here recently I finally
reached her and guess what the great
business opportunity was? Herbalife!!!! Diet
aids & supplements. That was the great
opportunity? It was all about recruiting more
suckers like me to pay money to a coach,
create a downline, recruit more people to
recruit more people and so on. Can you say
pyramid scheme? sure you have the option
to sell stuff but in her own words she made
most of her money from her downline.
Ripoff. Oh, and to get started it cost $399.00
to do it right. I originally contacted them
because I was strapped for money. started
with income at home.com, ended with
onlinebusiness systems.Product_Or_Service:
information on business --- Additional
Comments: DesiredSettlementID:
Refund$9.99 & $35.00'

Complaint Info CRA Dispute Flag

[




Complaint Info CRA Dispute 45 Days
Flag - FOIA only
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[Reference Number [35 147912
|Created Date 02/15/2012
[Complaint Source [BBB GA Atlanta
|Originator Reference Number 04430027238717
[Contact Type [Complaint

[Data Source [Organization
IDNC? IN

|Entered By IBBBATGA-USER
|Entered Date 02/15/2012
\Updated By IBBBATGA-USER
\Updated Date 03/04/2012
[Agency Contact [External Agency
|Complaint Date 02/15/2012
[Transaction Date ['

[Consumer First Name [b(6)||

[Consumer Middle Name [II

Consumer Last Name [b(6)Ib(6)Ib(6)
[Consumer Salutation [II

[Consumer Address, Line 1 [b(6)|l

[Consumer Address, Line 2 [II

[Consumer Address, Line 3 [II

[Consumer Address, City [MESAII
[Consumer Address, State Code [AZII

[Consumer Address, State Name [Arizonall
[Consumer Address, Country Code [USAII

|Consumer Address, Country Name ~ [UNITED STATESI
[Consumer Address, ZIP Code [b(6)|l

Consumer Address, ZIP Code f

Extension

Consumer Home Phone, Country '"

Code

[Consumer Home Phone, Area Code [II

[Consumer Home Phone, Number [II

[Consumer Work Phone, Country Code [II

[Consumer Work Phone, Area Code [b(6)|l

[Consumer Work Phone, Number [b(6)||

[Consumer Work Phone, Extension

[Consumer Fax, Country Code




[Consumer Fax, Area Code

[Consumer Fax, Number

[Consumer Cell Phone, Country Code [II

[Consumcr Cell Phone, Area Code

[Consumer Cell Phone, Number

[Consumcr Email

Ib(6)ll

[Consumer Age range

[Consumer Military Status

[Consumer Military Station

[Consumer Complaining Company/Org [II

[Company Name

[Incomeathome.com

[Company Address, Line 1

|]6‘F Teague Drive

[Company Address, Line 2

[

[Company Address, Line 3

[

[Company Address, City |CANTON
[Company Address, State Code [GA

[Company Address, State Name [Georgia

[Company Address, Country Code [USA

[Company Address, Country Name [UNITED STATES
|Company Address, ZIP Code 130114

Company Address, ZIP Code
Extension

[Company Phone, Country Code

[Company Phone, Area Code

[Company Phone, Number

[Company Phone, Extension

[Company Email

[
[
[
[
[

[Company Website [Www.incomeathome.com
[Company Rep First Name [Shawn

[Company Rep Middle Name [

[Company Rep Last Name [Dahl

[Company Rep Salutation [

[Company Rep Comments [Owner

[Complaint Info Initial Contact Method [

[Complaint Info Initial Contact Date

[

Complaint Info Initial Response
Method

[Complaint Info Initial Response Date ['

rComplaint Info Amount Requested




Method

Value

Complaint Info Amount Requested k

[Complaint Info Amount Paid Method

[Complaint Info Amount Paid Value }

'Complaim Info Product Service Code '4006

Description Plans

Complaint Info Product Service Business Opportunities\Work-At-Home

[Complaint Info Law Violation Code *

Complaint Info Law Violation
Description

,Complaint Info Statute Code

[Complaint Info Statute Description

[Complaint Info Topic Code

e ———— ——

)Complaint Info Topic Description

In August, 2011 I was searching for an
online part-time home business opportunity
and, based on the widespread radio
advertising for the site, requested
information on the opportunity at
www.incomeathome.com. What the site
promised was a turnkey online home
business, great income potential (always
with the careful legal disclaimer, results not
typical for the constant stream of
testimonials in each succeeding video), no
door-to-door sales, no sales experience, etc,
ad nauseum. What I got instead was three
months of increasing expenses not
previously disclosed when I originally
signed up at the Supervisor level, time away
from my family and regular job on
weekends and during the week, three boxes
of unsellable products, no support or
encouragement at all from my upline
manager, and the final realization by the first
week of December that I could not begin to
afford the exorbitant fees necessary to pay
for the paid sales leads needed to make the
online business function. At that point I
canceled my membership and shut down the
business, having to pay all the third-party
cancelation fees not previously disclosed,
which now are harassing me and my
family.The website
www.incomeathome.com is simply the
online gateway to the multi-level marketing




'Complaint Info Comments

(MLM) pioneer and health products giant,
Herbalife (HL). After requesting more
information, and paying a fee for the
overnight shipment of the sales DVD, 1
became what I later learned was a Paid Pack
online sales lead, the most valuable AND
MOST EXPENSIVE sales lead of all the
potential leads in the HL online system. I
got a series of telephone interviews by the
person who would later be my upline
manager, being directed each time to a
different website, all of which constantly
pressured the prospect, ME, to enter the HL.
marketing system at the Supervisor level,
where the maximum income-producing
methods are available. Lower levels,
beginning with Distributor, are available for
prospects to enter the marketing system
much more cheaply, but are studiously
passed over in the sales presentations where
entry at the Supervisor level is always
emphasized. Why? Because the traditional
method to obtain the Supervisor membership
level is to pay $4,000.00 by credit card
upfront on the final call which is a
conference call with your future managers
higher level manager. An alternate method is
to recruit 2 other prospects, which will pay
the Supervisor fees, bringing you in as their
manager. Ive been in MLM organizations
before, and this is how MLMs make their
money; not by selling products, done at the
lower levels of the organization, but by
recruiting Supervisors who will pay high
upfront fees for the privilege of making sales
income, bonuses, and residual income faster.
Recruiting and creating your own sales
group, not retail sales, is the fastest method
to reach the upper MLM income levels. After
I had paid my Supervisor fee, which cost me
all of my remaining 401k loan balance, pay
bonuses, and added significantly to our
family credit card balance, I had to focus
intensely (since [ was determined to put all 1
had into this business to make it succeed) on
several levels of online training. This
included having to participate in evening or
morning conference calls three times per
week, which required us to go out and buy a
special 3-way call-capable telephone and
install an expensive landline, which we had
avoided previously because of the expense.




Because of my work schedule, I had to take
several days off to participate in morning
conference calls just to keep up with
training. What I also quickly began to
experience during the first two levels of
training was that I was being led through
steps to set up the online business. These
steps involved contracting with third-party
vendors who charged significant setup and
first-month fees for their services. I was
already stretched to the limit financially, and
none of these fees had been disclosed to me
prior to signing up as a Supervisor. By

Complaint Info CRA Dispute Flag

[

Complaint Info CRA Dispute 45 Days |

Flag - FOIA only
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[Reference Number [38'? 32796
|Created Date |06/28/2012
[Complaint Source [BBB AZ Phoenix
|Originator Reference Number |11260009101155
[Contact Type [Complaint

[Data Source [Organization
IDNC? IN

|Entered By IBBBPHAZ-USER
|Entered Date 06/28/2012
[Upclatecl By [

[Updated Date [

[Agency Contact [External Agency
|Complaint Date 06/28/2012
[Trausaction Date ['

[Consumer First Name [b(6)

|Consumer Middle Name b(6)

[Consumer Last Name [b(6)

\Consumer Salutation [

[Consumer Address, Line 1 [b(6)

[Consumer Address, Line 2 ['

[Consumer Address, Line 3 ['

[Consumer Address, City [PACIFIC
[Consumer Address, State Code [MO

[Consumer Address, State Name [Missouri

[Consumer Address, Country Code [USA

\Consumer Address, Country Name ~ [UNITED STATES

[Consumer Address, ZIP Code [b(6)

Consumer Address, ZIP Code
Extension

Consumer Home Phone, Country
Code

[Consumer Home Phone, Area Code

[Consumer Home Phone, Number

[Consumer Work Phone, Country Code

[Consumer Work Phone, Number

[Consumer Work Phone, Extension

[
[
[
[Consumer Work Phone, Area Code [
[
[
[

[Consumer Fax, Country Code




[Consumer Fax, Area Code

[
[Consumer Fax, Number ['

[Consumer Cell Phone, Country Code [

[Consumcr Cell Phone, Area Code [

[Consumer Cell Phone, Number [

[Consumcr Email [b(6)

[Consumer Age range [

[Consumer Military Status [

[Consumer Military Station [

[Consumer Complaining Company/Org [

[Company Name [IncomeAtHome.com
[Company Address, Line 1 |cfo

[Company Address, Line 2 [6946 N. Academy Blvd. Ste. 166
[Company Address, Line 3 [

|Company Address, City |COLORADO SPRINGS
[Company Address, State Code [CO

[Company Address, State Name [Colorado

[Company Address, Country Code [USA

[Company Address, Country Name [UNITED STATES

|Company Address, ZIP Code 180918

Company Address, ZIP Code
Extension

[Company Phone, Country Code

[Company Phone, Area Code

[Company Phone, Number

[Company Phone, Extension

[Company Email

[Company Website

[Company Rep First Name

[Company Rep Middle Name

[Company Rep Last Name

[Company Rep Salutation

[Company Rep Comments

[Complaint Info Initial Contact Method

e ey ey e ) S—— ey —— S S—— S—y— S—— ——

[Complaint Info Initial Contact Date

Complaint Info Initial Response
Method

[Complaint Info Initial Response Date ['

rComplaint Info Amount Requested




Method

Complaint Info Amount Requested
Value

[Complaint Info Amount Paid Method

|
|
[

[Complaint Info Amount Paid Value

[

'Complaim Info Product Service Code

14006

Complaint Info Product Service
Description

Business Opportunities\Work-At-Home
Plans

[Complaint Info Law Violation Code

[

Complaint Info Law Violation
Description

,Complaint Info Statute Code

[Complaint Info Statute Description

[Complaint Info Topic Code

)Complaint Info Topic Description

e ———— ——

'Complaint Info Comments

I ordered an online package through
incomeathome.com I heard about it on
various radio stations. I was going through
the training to sell a product called
Herbalife, a weight loss product. I saw I had
90 days to ask for a refund. As soon as I
found out I had to take their products as part
of my training, I oculd not follow through it
because I cannot vouch for a product to
customers I would have need for. The 2nd
package I purchased online cost me $199.95.
I have tried to contact the person who took
my order fo this package, Heidi Craig
through email twice out of Scottsdale AR.
and I have not heard from her. I don't think
this was a scam because as I stated before [
hard about it on the radio and sent both
packages back over a week ago. I am still
waiting for my refund. Now I found out this
business is not accredited through the BBB.
Is there anyway to get my money back? The
total package cost $229.95. Part of that cost
includes the starter's kit for $9.95 and a
purchase from Experian protection on
6/21/12 866-5792218 CA 0000000078000.
It appears I am going to be charged monthly
for this protection. I need that to stop as
well. I closed my account as soon as I found
out I had to take this product as part of my
training for reason's I just explained. ---
Additional Comments: Just have the money
refunded back into my debit account. That is




[ |a11 I have been asking for. '

[Complaint Info CRA Dispute Flag I’

Complaint Info CRA Dispute 45 Days
Flag - FOIA only
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[Reference Number [43861 651
|Created Date 02/14/2013
[Complaint Source [BBB GA Atlanta
|Originator Reference Number 04430027292751
[Contact Type [Complaint

[Data Source [Organization
IDNC? IN

|Entered By IBBBATGA-USER
|Entered Date 02/14/2013
[Upclatecl By [

[Updated Date [

[Agency Contact [External Agency
|Complaint Date 02/14/2013
[Trausaction Date ['

[Consumer First Name [b(6)

[Consumer Middle Name [

[Consumer Last Name [b(6)

\Consumer Salutation [

[Consumer Address, Line 1 [b(6)

[Consumer Address, Line 2 ['

[Consumer Address, Line 3 ['

|Consumer Address, City IMARSHFIELD
[Consumer Address, State Code [WI

[Consumer Address, State Name [Wisconsin
[Consumer Address, Country Code [USA

\Consumer Address, Country Name ~ [UNITED STATES
[Consumer Address, ZIP Code [b(6)

Consumer Address, ZIP Code

Extension

Consumer Home Phone, Country

Code

[Consumer Home Phone, Area Code [

[Consumer Home Phone, Number [

[Consumer Work Phone, Country Code [

[Consumer Work Phone, Area Code [b(6)

[Consumer Work Phone, Number [b(6)

[Consumer Work Phone, Extension

[

[Consumer Fax, Country Code

[




[Consumer Fax, Area Code

[Consumer Fax, Number

i
[

[Consumer Cell Phone, Country Code [

[Consumcr Cell Phone, Area Code

[

[Consumer Cell Phone, Number

[

[Consumcr Email

b(6)

[Consumer Age range

[

[Consumer Military Status

[

[Consumer Military Station

[

[Consumer Complaining Company/Org [

[Company Name

[Incomeathome.com

[Company Address, Line 1

|]6‘F Teague Drive

[Company Address, Line 2

[

[Company Address, Line 3

[

[Company Address, City |CANTON
[Company Address, State Code [GA

[Company Address, State Name [Georgia

[Company Address, Country Code [USA

[Company Address, Country Name [UNITED STATES
|Company Address, ZIP Code 130114

Company Address, ZIP Code
Extension

[Company Phone, Country Code

[Company Phone, Area Code

[Company Phone, Number

[Company Phone, Extension

[Company Email

[
[
[
[
[

[Company Website [Www.incomeathome.com
[Company Rep First Name [Shawn

[Company Rep Middle Name [

[Company Rep Last Name [Dahl

[Company Rep Salutation [

[Company Rep Comments [Owner

[Complaint Info Initial Contact Method [

[Complaint Info Initial Contact Date

[

Complaint Info Initial Response
Method

[Complaint Info Initial Response Date ['

rComplaint Info Amount Requested




Method

Complaint Info Amount Requested
Value

[Complaint Info Amount Paid Method

|
|
[

[Complaint Info Amount Paid Value

[

'Complaim Info Product Service Code '4006

Complaint Info Product Service
Description

Business Opportunities\Work-At-Home
Plans

[Complaint Info Law Violation Code

[

Complaint Info Law Violation
Description

,Complaint Info Statute Code

[Complaint Info Statute Description

[Complaint Info Topic Code

)Complaint Info Topic Description

e ———— ——

Complaint Info Comments

'ITncomeathome.com is advertised on radio
(WSAW 99.9) as a way to make money at
home to supplement income or replace a
current job. The claim states that this
requires only 'spare time' from home, and
does not 'involve selling soap'. This is false
and misleading. In reality, this is a link to
'Herbalife' while in it's right arguably
legitmate, Herbalife is a long known
pyramid marketing scheme. Once enrolled a
'sponsor’ or 'mentor’ is assigned in this case
(Connie Skelton, 1098 Venable Rd
Waynesboro Tn 931 722-9255) who
requires 'on line meetings' daily which
required 4-6 hours a day in 'training’. On
enrollment I made the expectation clear of
4-6 hours per week. The sponsor then sends
dvd videos that urge you to become a
'supervisor' to put you on the 'road to
success' by purchasing $2400.00 in
merchandise, and requiring you to purchase
approximately $500.00 in on line so called
business and marketing tools ('I-Office') all
this without ever specifying how income is
generated. Finally once the 'tools' are bought,
and the product is delivered to your home-a
cost of apprixamtely $3000.00 you are pretty
well left to selling the diet potients
consisting of 'milk shakes' and other
packaged diet foods to your friends
personally and on facebook. Great way to
lose friends! So much for 'no selling soap'.




When it became clear to me that this was a
scam I decided to return the product to the
sponsor. I was unable to get my money back
and months later my credit card company
(Discover) finally reimbursed my account
for an unauthorized charge. I am still out
several hundred dollars for 'on line tools'
that I was told that I needed but could not
get a refund for. My credit score was
imapacted also when this so called sponsor
managed to open an 'Herbalife Merchant
account' that I did not authorize and that I
did not ask for.Product_Or_Service: Diet
supplemets --- Additional Comments:
DesiredSettlementID: Other (requires
explanation)Remove this fraudulent
advertising from being used on air as is. The
ad is misleading,and does not mention
required start up costs and realistic time
required. The ad should mention start up
costs of aproximatley $3000.00, time
required equall a full time job, and the
company name behind the ad: Herbalife.',

Complaint Info CRA Dispute Flag

[

Complaint Info CRA Dispute 45 Days |

Flag - FOIA only




As a Consumer Sentinel Network member, you must properly protect any information printed, downloaded,
or otherwise removed from the Network as stated in OMB Memo M-06-16. Please delete or destroy this
information within 90 days unless its use is still required for law enforcement purposes. When destroying
the information you should burn, pulverize, or shred the information saved in paper format and destroy or
erase information that has been saved electronically so that it cannot practicably be read or reconstructed.
Proper erasure of electronic information must include the overwriting or "wiping" of the information from
the electronic media on which it is stored.

_,‘lﬂl,

Provided by the Federal Trade Commission



Requests Report
Received between 01/01/2010 and 05/05/2014

Federal Trade Commission
600 Pennsylvania Avenue, N.W.
Washington, DC 20580

Report Date:05/13/2014
Time:3:51:38 PM

Request ID Re;:l\;ed Reg:;s;:er I}:z‘l:;zﬁr Organization Request Description
FOIA-2010-00992 07/15/2010 |Lampley, Commercial CanIReallyWorkFromHome.com Herbalife Complaints
Michael Organization
FOIA-2011-00083 10/20/2010 Marti, Daniel [Law Firm Kilpatrick Stockton LLP Herbalife International of America,
Inc.
FOIA-2011-00888 05/06/2011 Wagschal, News Media ABC News Complaints against Herbalife
Gerry
FOIA-2012-00806 04/18/2012 |Frayter, Karina [News Media CNBC Herbalife
FOIA-2012-01131 07/16/2012 |Low, Kevin Private Individuall- Herbalife International, Inc.
FOIA-2012-01252 08/17/2012 |Han, Dong Private Individual}- Herbalife
FOIA-2013-00280 12/26/2012 |Celarier, News Media New York Post Herbalife
Michelle
FOIA-2013-00321 01/09/2013 |Quinn, Patrick |Private Individuall- Consumer Complaints re: Herbalife
FOIA-2013-00339 01/14/2013 |Jacobovitz, Commercial Capstone LLC Herbalife
Yitzchak Organization
FOIA-2013-00341 01/14/2013 |Graham, Private Individual}- Herbalife
Caroline
FOIA-2013-00376 01/17/2013 |Ofoche, Natalie [Private Individuall- Herbalife International
FOIA-2013-00398 01/25/2013 Muchanic, Law Firm Height Analytics Herbalife, etc.
Christine
FOIA-2013-00416 01/29/2013 |Sole, Andrew |[Commercial Esopus Creek Advisors Herbalife
Organization
FOIA-2013-00417 01/29/2013 |Daftary, Krish [Commercial New Mountain Capital Herbalife
Organization
FOIA-2013-00426 01/30/2013 |Eavis, Peter News Media The New York Times Herbalife
FOIA-2013-00429 01/30/2013 [Tang, Carol News Media dealReporter Herbalife
FOIA-2013-00434 01/31/2013 |Celarier, News Media New York Post Herbalife
Michelle
FOIA-2013-00436 01/31/2013 \Wise, Aubrey [Commercial One East Partners Herbalife
Organization
FOIA-2013-00456 02/04/2013 |Miller, Jason  |[Commercial Tonic Capital Herbalife, Avon, and GNC

Organization




FOIA-2013-00484 02/07/2013 |Celarier, News Media New York Post Herbalife Investigations
Michelle
FOIA-2013-00568 02/27/2013 |Holley, Steven |Law Firm Sullivan & Cromwell LLP Herbalife Lead Generation Firms
FOIA-2013-00740 04/09/2013 Wise, Aubrey [Commercial One East Partners Herbalife
Organization
FOIA-2013-00741 04/10/2013 |Eavis, Peter News Media The New York Times Herbalife records from FOIA-2013-
00568
FOIA-2013-00752 04/15/2013 Muchanic, Law Firm Height Analytics Herbalife
Christine
FOIA-2013-00764 04/16/2013 Holley, Steven |Law Firm Sullivan & Cromwell LLP Herbalife Lead Generation Firms
FOIA-2013-00821 04/29/2013 |[Sampson, Kyle [Law Firm Hunton & Williams Herbalife International Inc.,
Melaleuca, Inc., Puritan's Pride, Inc.,
et al
FOIA-2013-00849 05/06/2013 |Levine, Commercial Soros Fund Management Herbalife
Marshall Organization
FOIA-2013-01002 06/11/2013 |Celarier, News Media New York Post Herbalife Letter
Michelle
FOIA-2013-01086 07/02/2013 |Holley, Steven |Law Firm Sullivan & Cromwell LLP Herbalife distributors, et al
FOIA-2013-01138 07/17/2013 |Gardner, Private Individual}- Herbalife, et al.
effrey
FOIA-2013-01147 07/19/2013 |Chin, Sandy  |[Commercial Visium Asset Management Herbalife
Organization
FOIA-2013-01228 08/06/2013 |Becker, Henry |Private Individuall- Herbalife
FOIA-2013-01247 08/12/2013 |Abrahamian, |News Media Thomson Reuters Herbalife
Atossa
FOIA-2013-01318 08/28/2013 |Celarier, News Media New York Post Herbalife Letters
Michelle
FOIA-2013-01330 09/03/2013 |Gardner, Private Individual}- Herbalife
effrey
FOIA-2013-01382 09/16/2013 |Celarier, News Media New York Post Herbalife
Michelle
FOIA-2014-00018 10/17/2013 |Samuels, Commercial Apex Capital Herbalife
Michael Organization
FOIA-2014-00034 10/17/2013 |Levine, Commercial Soros Fund Management Herbalife FOIA Requests
Marshall Organization
FOIA-2014-00035 10/17/2013 |Levine, Commercial Soros Fund Management Herbalife Letters
Marshall Organization
FOIA-2014-00036 10/17/2013 |Levine, Commercial Soros Fund Management Herbalife Investigative Records
Marshall Organization
FOIA-2014-00355 12/18/2013 McCall, Joanna [Commercial National Corporate Research, LTD |Herbalife Complaints
Organization
FOIA-2014-00490 01/29/2014 Miller, Rueben |[News Media Policy and Regulatory Report Herbalife Communications
FOIA-2014-00529 02/07/2014 McLaughlin, News Media Bloomberg News Herbalife




David

FOIA-2014-00565 02/20/2014 McLaughlin, News Media Bloomberg News Pershing Square/Herbalife
David
FOIA-2014-00586 02/25/2014 |Gardner, Private Individual}- Herbalife Letter from Sen. Ed Markey
effrey
FOIA-2014-00641 03/14/2014 |Lipton, Eric News Media The New York Times Herbalife
FOIA-2014-00646 03/18/2014 |Gauthier, Commercial Falcon Research Office of International Affairs/
Rolland Organization Herbalife
FOIA-2014-00696 03/26/2014 |Grofman, Udi |Law Firm Paul, Weiss, Rifkind, Wharton & Herbalife FOIA Requests
Garrison LLP
FOIA-2014-00710 03/31/2014 |Dracht, Philip |Law Firm Fabian, Attorneys at Law Herbalife investigatory records and
CID
FOIA-2014-00720 04/02/2014 |Celarier, News Media New York Post FOIA Requests for Herbalife
Michelle
FOIA-2014-00825 04/22/2014 McCall, Joanna [Commercial National Corporate Research, LTD |Herbalife
Organization
FOIA-2014-00846 04/28/2014 ]James, Joshua [Law Firm Bryan Cave Herbalife, Mary Kay, MonaVie, et al.

Total No of Requests : 52




Edwards, DeAnna ZO/ 0 ’OOQC;Z

From: WebServer User [www@m217465vwbs2004.pnj1.attens.net]
Posted At: Thursday, July 15, 2010 8:03 AM
Posted To: FOIA

FEDERAL TRADE COMMISSION

RECEIVED

name = Michael E. Lampley
staddr 2832 Hiawatha Trail JUL 15 2010
city = Lake Worth
srate = L FOIA BRANCH
zipcode = 716135
telno = 817 705 9727 GENEHALCOUNSEL
faxno =
email = melampley@gmail.com

coinfo = Herbalife, 800 W Olympic Blvd, Los Angeles, CA 90015-1360, phone
310-410-9600.

Have there been any complaints to the FTC filed against this company in the last 3 years?
How many? What allegations are being made? what is the status of those complaints?

Thanks

Michael

EdSciName =

describe = Private Corporation or Law Firm
privatelawname = CanIReallyWorkFromHome . com
medianame =

money = Contact me if above $100

B13 = Submit




Edwards, Deanna Zﬁ/ / i §

083

From: WebServer User [www(@m217465vwbs2004.pnj1.attens.net]
Sent: Wednesday, October 20, 2010 3:38 PM
FEDERAL TRADE COMMISSION
REGEIVED
name = Daniel Marti
staddr = 607 1l4th Street, N,W., Suite 900 0CT % 0 2010
city = Washington
state = DC
; = FOIA BRANCH
pipoeds S 29000 GENERAL COUNSEL
telno = (202) 508-5800
faxno = 202-585-0033
email = dmarti@kilpatrickstockton.com
coinfo = All consumer complaints and/or FTC investigation materials concerning
Herbalife International of America, Inc. (California)
EdSciName =
describe = Private Corporation or Law Firm
privatelawname = Kilpatrick Stockton LLP
medianame =
money Contact me if above $200

B13 Submit




TolA- 201\ -003 Y'Y

Bajorek, Rosemary

Page 1 of 1

From: Fye, Eleanor A. [Eleanor.A . Fye@abc.com]

Sent:  Friday, May 06, 2011 1:51 PM FEDERALE%&%MWSS'O“
To: FOIA
Ce:  Wagschal, Gerry MAY 06 2011
Subject: Herbalife FOIA request FOIA BRANCH
GENERAL COUNSEL
Hello,

I’'m working with ABC News on an investigative story about the company Herbalife. We're specif
in consumer complaints and investigatory records from 2005 to the present that involve the com
contractors. We're willing to pay all fees.

Here’s the contact info for my producer, Gerry Wagschal.

Gerry Wagschal

ABC News

47 W. 66" st.

New York, New York 10023
212- 456 - 3948
Gerry.wagschal@abc.com

Thank you!

5/6/2011

cally interested
pany or its




Chender, Julian M. TOIR -2 - cope
Chender, JulianM. ' -1 s —ove

From: Apache httpd <apache@hql-webdmz-s1.ftc.gov>
Sent: Wednesday, April 18, 2012 10:49 AM

FEDERAL TRADE COMMISSION
name = Karina Frayter RECEIVED
staddr = 900 Sylvan Avenue APR 1 8 7017
city = Englewood Cliffs s Sl i
sate = N FOIA BRANCH
zipcode = 07632 GENERAL COUNSEL
telno = 201-735-3117
faxno =
email = karina.frayter@nbcuni.com
coinfo = Dear Sir/Madam:This is a request under the Freedom of Information Act. | request information on the

number of complaints filed with the FTC against Herbalife, located at 950 West 190th Street, Torrance, CA 90502, in the
years 2000-2012 (pls breakdown numbers for each year). | request a waiver of all fees for this request. Disclosure of the
requested information to me is in the public interest because it is likely to contribute significantly to public
understanding of the operations or activities of the government and is not in my commercial interest.If you need to
discuss this request, | can be reached at 201-735-3117. Thank you for your consideration of my request.This is a time
sensitive inquiry and if you expedite the request, | would greatly appreciate it.Sincerely,Karina Frayter CNBC| Markets
Producer Office: (201)735-3117 Email: Karina.Frayter@nbcuni.com

EdSciName —

privatelawname =

describe = News Media
medianame = CNBC
money = None

B13 = Submit



Chender, Julian M. ﬁm" "}Z&iiﬁ?—— e

From: KEVIN Low [(B)(6) |

Sent: Sunday, July 15, 2012 4:27 PM

To: FOIA

Subject: Information Request - Herbalife Consumer Complaints

Freedom of Information Act Request
Office of General Counsel

Federal Trade Commission

600 Pennsylvania Avenue, N.W.
Washington, D.C. 20580

Dear Sir/fMadam:

This is a request under the Freedom of Information Act. | request that a copy of the following document(s) be provided to me: any
Complaint Detail Reports, or similar reports if the name has changed, regarding Herbalife International Inc. for the years 2011-2012 as
of July 15, 2012. This request is similar to request "FOIA Request No. 2002-324" but covers a different time period.

In order to help determine fees, you should know that | am a an individual. | have removed the optional fee section in the hope this
request would avoid any fees, but please let me know if fees are required.

| request a waiver of all fees for this request. Disclosure of the requested information to me is in the public interest because it is likely to
contribute significantly to public understanding of the operations or activities of the government and is not primarily in my commercial
interest.

If you need to discuss this request, | can be reached at|(b) | Thank you for your consideration of my request.
Sincerely,

Kevin Low

Foster City, CA| (b)(ﬁ)




FOT A 206)2- 01252

Gray, Nathaniel

i —
From: Dong Han {(b)(6)
Sent: Friday, August 17, 2012 2:10 PM
To: FOIA
Subject: information request - Herbalife

| would like to request all the investigatory records for the company Herbalife.

Name: Dong Han —
My phone number is (b)(6)
Address is:

( (b)( FEDERAL TRADE COMMISSION
[6)(6) |New York, NY|()6) Loy
Thank you AUG 17 2012

FOIA BRANCH
GENERAL COUNSEL



A~ 993~ 00280

Bajorek, Rosemary

—__—=—___
From: Apache httpd <apache@hql-webdmz-s2.ftc.gov>
Sent: Wednesday, December 26, 2012 11:40 AM
name = Michelle Celarier
staddr = 1 Nordica Drive
city = Croton on Hudson
state = NY
zipcode = 10520
telno = 9179710279
faxno =
email = mcelarier@nypost.com
coinfo = | am looking for any data on consumer complaints about Herbalife, including the number of consumer
complaints against the company.
EdSciName =
privatelawname =
describe = News Media
medianame = New York Post
money = Up to $100

B13 = Submit




Peterson, Mark D.

FeTA-2a13-ce32

From: Patrick Quinn [(D)(6) |
Sent: Wednesday, January 09, 2013 12:29 PM
To: FOIA

Subject: FOIA request

Dear Sir/Madam:

This is a request under the Freedom of Information Act. | request that electronic copies of the following document(s) be provided to me:

1. All consumer complaints and investigative complaints related to Herbalife.

In order to help determine fees, you should know that | am an individual.

1 am willing to pay fees up to $100. If you expect the fees will exceed this, please contact me before proceeding.

If you need to discuss this request, | can be reached at
Sincerely,
Patrick Quinn

(b)(6)

New York, Ny [(B)(6)

(b)(6)

Thank you for your consideration of my request.




Kellx. Andrea

From: Apache server <apache@hql-webdmz-s3.ftc.gov>

Sent: Monday, January 14, 2013 1:24 PM
Foip-201% - 00357

name = Yitzchak Jacobovitz

staddr = 300 Independence Ave.

city = Washington

state = DC

zipcode = 20003

telno = 2024499859

faxno =

email = : Le

coinfo = Herbalife1800 Century Park ELos Angeles, CA | am requseting information on any investigative actions

related to Herbalife, any consumer complaints that FTC received reagrding Herbalife, and information on meetings
between FTC and the SEC relating to Herbalife. Thanks for your help.

EdSciName =

describe = Private Corporation or Law Firm
privatelawname = Capstone LLC
medianame =

money = Up to $100

B13 = Submit



(0)(6)

Arlington, VA[(B)(6)

) f-201%" o024 )

Office of General Counsel R OMMISSION
Federal Trade Commission

600 Pennsylvania Avenue, N.W.

Washington, D.C. 20580 JAN 14 2013

January 4, 2013

Re: FOIA Request
To Whom It May Concern:

Under the provisions of the Freedom of Information Act, | would like to request copies of all
publicly releasable complaints made against Herbal ife, located in Los Angeles and Torrance,
California, and any of its distributors nationwide since December 17, 2001.

I agree to pay reasonable duplication fees for the processing of this request. If my request is
denied in whole or part, | ask that you provide references to the specific exemptions under the
Freedom of Information Act.

or by e-mail at[(b)(6)

Thank you for your assistance.

hould you have any questions reqarQim_l.his_ueiquest, I can be reached by phone at [(0)(6)

Sincerely,
(Honbide, Hoamus

Caroline Graham



FOIR—201% - 00372,

January 17, 2013

VIA E-MAIL

Freedom of Information Act Request
Office of General Counsel

Federal Trade Commission

600 Pennsylvania Avenue, N.W.
Washington, D.C. 20580

Re:  Freedom of Information Act Request: Herbalife International

Dear Sir/Madam:

Pursuant to the Freedom of Information Act (FOIA), 5 U.S.C. § 552 et seq., I hereby request
copies of the following information: all correspondence, documents, and data records from 2003
through 2013 regarding investigations into Herbalife International, located at 800 W. Olympic
Boulevard, Suite 406, Los Angeles, California. This company is a multi-level marketing
company thai sells nutrition, weight management and skin-care products.

I am willing to pay fees up to $200. If you expect the fees will exceed this, please contact me
before proceeding. Please send all available records to my attention at:

Natalie Ofoche

iee— =l
Alexandna, Virgimal(b)(6) |

I can be reached at|[(B)(6) | Thank you for your consideration of my request.

Sincerely,

A

Natalie N. Ofoche



FolA - 2013—003A%

Mischler, Erin

From: Vera, Elena R.

Sent: Friday, January 25, 2013 11:29 AM
To: Mischler, Erin

Subject: FW: FOIA request

From: Christine Muchanic [mailto;:cmuchanic@heightanalytics.com]
Sent: Friday, January 25, 2013 11:22 AM

To: Vera, Elena R.

Subject: FOIA request

Elena,

As discussed, please see below my amended/new FOIA request for information and records related to:
Consumer complaints related to the following companies: Herbalife (HLF) and Nature’s Sunshine Products (NATR)

Correspondence between the FTC and any external parties related to the following companies. Please limit the
search to a five year period.

Avon (AVP)

Blyth, Inc. (BTH)

Medifast (MED)

Mannatech (MTEX)

Nature’s Sunshine Products (NATR)
Natural Health Trends Corp (NHTC)
Primerica (PRI)

Reliv International (RELV)
Tupperware Brands Corp (TU P)

Correspondence between the FTC and any external parties related to the companies listed below. Please do not put
a time exclusion/limitation on the search for these companies.

Herbalife (HLF),

Nu Skin Enterprises (NUS)

USANA Health Sciences (USNA)

As discussed, for all the companies listed above, we are particularly interested in any correspondence or other
records related to discussion of the companies’ business practices.

We agree to pay fees of up to $300. Should the estimated fees exceed this amount, please contact me again.
Thank you for your help and please let me know if I can provide any further information.
Best,

Christine

Christine Muchanic
Special Situations



Height Analytics, LLC

1775 Pennsylvania Avenue NW, 11th Floor
Washington, DC 20006

Office: (202) 629-0038

Email: cmuchanic@heightanalytics.com
http://www.heightllc.com




Seem, Alexander FblA - 20' 3 - OO ‘{lb

From: Apache httpd <apache@hql-webdmz-s1.ftc.gov>
Sent: Tuesday, January 29, 2013 8:47 AM

name = Andrew L. Sole

staddr = 1330 Avenue of Americas

city = New York

state = NY

zipcode = 10019

telno = 9173495930

faxno =

email = Andrewsole @ecvip.com

coinfo | wish to obtain all copies of consumer complaints filed against Herbalife for years 2006 through 2012. |
agree to pay any reasonable fee associated with this request.

EdSciName =

describe = Private Corporation or Law Firm
privatelawname = Esopus Creek Advisors
medianame =

money = Contact me if above $200

B13 = Submit



M.Alexander i @A‘”,S“OOHI7 .

From: Apache httpd <apache@hgl-webdmz-s2.ftc.gov>
Sent: Tuesday, January 29, 2013 12:55 PM

name = Krish B Daftary

staddr = 787 7th Avenue, 49th Floor

city S New York

state = NY

zipcode = 10019

teino = 2122204255

faxno =

email = kdaftary@newmountaincapital.com

coinfo Can we please have a record of all consumer complaints filed against Herbalife from calendar year 2011-
today (Jan 2013)? Thank you.

EdSciName =

describe = Private Corporation or Law Firm
privatelawname = New Mountain Capital
medianame =

money = Contact me if above $100

B13 = Submit



Seery, Alexander 6"' "'20 ! g_ qub

From: Apache httpd <apache@hql-webdmz-s2.ftc.gov>
Sent: Tuesday, January 29, 2013 5:09 PM

name = Peter J. Eavis

staddr = The New York Times, 620 Eighth Avenue,

city = New York

state = New York

zipcode = 10018

telno = 212 556 7493

faxno =

email peter.eavis@nytimes.com

coinfo = Please send me any documents that show:1/ The number of complaints submitted to the FTC about
Herbalife in each calendar year from 2000 to 2012.2/ Please state the nature of the complaints. Namely, were they
related to i) allegedly false claims by Herbalife about the opportunity to make a certain level of earnings; ii) allegedly
misleading claims about Herbalife products, or allegedly poor quality of Herbalife products; iii) or sales practices of
Herbalife members?3/ Please send documents that show how many investigations that the FTC has made of Herbalife
since 2000. Thanks!

EdSciName =

privatelawname =

describe = News Media
medianame = The New York Times
money = Contact me if above $200

B13 = Submit



_ Fola ~2013 - 00129

Seery, Alexander

=
From: Apache httpd <apache@hql-webdmz-s1.ftc.gov>
Sent: Wednesday, January 30, 2013 3:52 PM
name = Carol Tang
staddr = 11 West 19th Street 2nd Floor
city = New York
state = NY
zipcode = 10011
telno = 2126865063
faxno =
email = carol.tang@dealreporter.com
coinfo = Freedom of Information Act RequestOffice of General CounselFederal Trade Commission600

Pennsylvania Avenue, N.W.Washington, D.C. 20580Dear FOIA officer, This is a request under the Freedom of
Information Act. | would like to place a request for all documents in the last five years (2009-2013) relating to
investigative records concerning Herbalife, including all complaints that have been made to the FTC in regards to the
company. Herbalife is based at Ugland House, South Church Street, P.O. Box 309GT in Grand Cayman, Cayman Islands.In
order to help determine fees, | am a member of the press at dealReporter with the Financial Times group and am
requesting these documents as part of my continual coverage of the company as the reporter for consumer and retail
companies. | am willing to pay fees up to $25. if you expect the fees will exceed this, please contact me through email or
phone before proceeding. My contact information is in the signature below if there are any questions about my request.
Thank you for your consideration, and | appreciate your help. Hope you have a wonderful day. Best, Carol Tang11 West
19th Street, Floor 2New York, NY 10011(212) 686 - 5063

EdSciName =

privatelawname =

describe = News Media

medianame = dealReporter, Financial Times group
money = Up to $25

B13 = Submit



Seery, Alexander 6 1A- 20! 3-00 ‘{3.'1

From: Apache httpd <apache@hql-webdmz-sl.ftc.gov>
Sent: Thursday, January 31, 2013 1:21 PM
name = Michelle Celarier

staddr = 1 Nordica Drive

city = Croton on Hudson

state = NY

zipcode = 10520

telno = 917 971 0279

faxno =

email = mcelarier@nypost.com
coinfo = Herbalife:l am seeking all consumer complaints between Dec. 20, 2012 and Jan. 31, 2013
EdSciName =

privatelawname =

describe = News Media
medianame = New York Post
money = Contact me if above $100

Submit

B13




Seery, Alexander ﬁlﬁ . ZM'S - aoqsa

From: Aubrey Wise <awise@oneeastcap.com>

Sent: Thursday, January 31, 2013 2:48 PM

To: Seery, Alexander

Subject: One East Partners FOIA Request - Herbalife Ltd.
Alex,

Thanks for your call earlier. We would like to establish an initial budget of $1,000 for our FOIA request regarding
Herbalife Ltd. Please let me know if you need a credit card or other form of deposit.

In order of priority, we would like to have our request processed in this order:

1)  All emails between the FTC and Dr. Peter Vander Nat regarding Herbalife over the past three years

2)  Allrecords related to any ongoing or closed FTC investigations of Herbalife over the past ten years.

3)  All emails among FTC Commissioners and FTC Senior Staff regarding Herbalife over the past three years

4)  All correspondence between FTC and Herbalife over the past ten years

5)  Any inter-government letters between the FTC and other federal agencies or offices of state attorneys general over
the past three years

6) Any correspondence between FTC and international government agencies over the past three years

7) List of all FOIA requests made to the FTC regarding Herbalife over the past two years

8) Generic question: does the FTC advise against investing in Herbalife?

9) Consumer complaints against Herbalife over the past three years

10) Procedural question: if the FTC were conducting an active civil or criminal investigation into Herbalife, would the
existence of such investigation be a matter of public record?

As | mentioned during our conversation, this FOIA request is being made by "One East Partners”.

Thanks for your help,
Aubrey

Aubrey Wise

One East Partners

551 Madison Avenue, 10™ Floor
New York, NY 10022
212-230-4525
awise@OneEastCap.com




Seery, Alexander

From: Aubrey Wise <awise@oneeastcap.com>
Sent: Wednesday, January 30, 2013 12:17 PM
To: FOIA

Subject: FOIA Request - Herbalife, Ltd.

January 30, 2013

Freedom of Information Act Request
Office of General Counsel

Federal Trade Commission

600 Pennsylvania Ave, N.W.
Washington, D.C. 20580

Dear FTC Staff,
We would like to make a request under the Freedom of Information Act. Please find below a precise list of the
information we are requesting. All of the items relate to Herbalife, Ltd. (hereafter “Herbalife”, corporate
headquarters located at 800 West Olympic Boulevard, Suite 406, Los Angeles, CA 90015).

1) All records related to any ongoing or closed FTC investigations of Herbalife over the past ten years.

2) All emails among FTC Commissioners and FTC Senior Staff regarding Herbalife over the past three
years

3) All emails between the FTC and Dr. Peter Vander Nat regarding Herbalife over the past three years

4) All correspondence between FTC and Herbalife over the past ten years

5) Any inter-government letters between the FTC and other federal agencies or offices of state attorneys
general over the past three years

6) Any correspondence between FTC and international government agencies over the past three years

7) Consumer complaints against Herbalife over the past three years
8) List of all FOIA requests made to the FTC regarding Herbalife over the past two years
9) Generic question: does the FTC advise against investing in Herbalife?

10) Procedural question: if the FTC were conducting an active civil or criminal investigation into Herbalife,
would the existence of such investigation be a matter of public record?

Thank you very much for your help in fielding this request under the Freedom of Information Act. Please call
me directly at (212) 230-4525 to discuss fees.



Regards,

Aubrey Wise

Note: an identical copy of this letter is attached in PDF format.

The information contained in this message (including any attachment) is confidential and may be legally privileged or ptherwise protected
from disclosure. This message is not an offer to sell or the solicitation of an offer to buy any security or other investmant or to provide
investment services or advice of any kind. if you have received this message i error, please notify the sender immediately and delete the
message from your computer. Any unauthorized use, repraduction, or dissemination of this message is strictly prohibited and may be in
viclation of | All messages sent to or from this address are sublect to electronic storage and review by One Fast Capital Advisors, LP.




Chender, Julian M. % » z‘m&

From: Jason Miller <Jason.Miller@ioniccap.com>
Sent: Monday, February 04, 2013 10:44 AM

To: FOIA

Subject: foia request

Freedom of Information Act Request
Office of General Counsel

Federal Trade Commission

600 Pennsylvania Avenue, N.W.
Washington, D.C. 20580

Dear Sir/Madam:

This is a request under the Freedom of Information Act. I request that a copy of the following document(s) be
provided to me:

File Request log from 2005 through 2013 for Herbalife International.
The number of complaints from 2012 through 2013 filed against Herbalife International.

The number of complaints from 2006 through 2013 filed against Avon Products (produces cosmetics and
beauty related products via direct selling)

The number of complaints from 2006 through 2013 filed against GNC Holdings (produces nutritional products
and sells on line and via retail stores)

In order to help determine fees, you should know that I am a financial analyst.

I am willing to pay fees up to $100.00. If you expect the fees will exceed this, please contact me before
proceeding.

If you need to discuss this request, I can be reached at 212 294 8585. Thank you for your consideration of my
request.

Sincerely,

Jason Miller

Ionic Capital

366 Madison Avenue 9" Floor

New York, NY 10017



212 294 8585

=== This email and the attached documentation, if any, are confidential and access by anyone other than the
intended addressee(s) is unauthorized. Due to the confidential nature of any attached documentation. its use for
any other purpose might involve serious legal consequences. Therefore, any attached documentation may not be
reproduced in whole or in part, and may not be delivered to any person without the prior written consent of
lonic Capital Management LLC ("lonic Capital"). This email may not be forwarded or otherwise provided to
any other party. If you are not the intended recipient, any disclosure, copying, forwarding or distribution of this
email is strictly prohibited and this email and any attached documentation should be deleted immediately. This
message is provided for informational purposes and should not be construed as a solicitation or offer to buy or
sell any securities or related financial instruments.



Chender, Julian M. .EO" - zgﬁ-_m

From: Apache server <apache@hql-webdmz-s3.ftc.gov>
Sent: Thursday, February 07, 2013 4:58 PM

name = Michelle Celarier

staddr = 1 Nordica Dr

city = Croton on Hudson

state = NY

Zipcode = 10520

telno = 917-971-0279

faxno =

email = mcelarier@nypost.com

coinfo = I am requesting all investigations and regulatory actions against Herbalife
EdSciName =

privatelawname =

describe = News Media

medianame = New York Post

money = Contact me if above $100

B13 = Submit



SULLIVAN & CROMWELL LLP ﬁ’ ;A' 'Zd 7- 005'6 e

TFTE:EST:?:‘::: 11-221'22-55 :;-:;;so 725 .@maaf Q%ee&‘
WWW.SULLCROM.COM
New Yorte, NY10004-2498

LOS ANGELES * PALO ALTO = WASHINGTON, D.C.

FRANKFURT = LONDON *PARIS
BELJING * HONG KONG * TOKYQ

MELBOURNE * SYDNEY

February 22, 2013

Via Certified Mail

Freedom of Information Act Request,
Office of General Counsel,
Federal Trade Commission,
600 Pennsylvania Avenue, N.W.,
Washington, D.C. 20580.

Re: FOIA Request re Herbalife Lead Generation Firms

Dear Sir or Madam:

Pursuant to the Freedom of Information Act, 5 U.S.C. § 552, I respectfully
request an opportunity to review and copy all consumer complaints, investigatory records
and administrative records concerning any of the following persons or entities, which I
believe are involved in selling leads and other business tools to Herbalife distributors:

Shawn Dahl

Centurion Media Group
Herbal Hub

Online Busines$ Systems
IncomeAtHome.com
IncomeAtHomeTV.com
Income@home.com

Great Shape Today

Networx Online

The Lead Store

Deborah Stoltz

Global Online Systems
Doran Andry

HB International Group, Inc.
Financial Success System
Financial Success System, LLC

MW0100 =X Bl N e
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Freedom of Information Act Request -2-

17. FSSDomains.com

18. BusinessCenter.com

19.  Ignite Global Communications LLC
20. The Nutrition Coach

21. Dan Waldron

2. Michael Burton

23. Michelle Burton

24.  Sydney Mercedes

25. Atomic Nutrition

26. Nutrition Addiction

27.  Merelle Worldwide

28.  Line Logix

29.  Nutrition Clubs Worldwide
30. OBTDomains.com

31.  Global Home Business System
32.  iOffice

33.  Anthony Powell

34, John Beall

35. CarlaBerg

36.  Rick Berg

37.  eTeam Marketing

38.  Crazy Fox

39. Home Based Business (HBB.com)
40. Home Sweet Income

41.  Kurt O’Connell

42. Cindy O’Connell

43. Herbalink

44.  Touchfon International Inc.
45. DWS International

46. Susan Peterson

47. John Peterson

48.  Recruit System

49.  Peak Success System

50. Success Connection

51. Steve Combs

52. Debbie Combs

53. 96billion.com

54.  David DeSaegher

55.  Karen DeSaegher

56. Home Employed

57. A&A International

58.  Donte Andry



Freedom of Information Act Request

59.
60.
61.
62.
63.
64.
65.
66.
67.
68.
69.
70.
71.
12
73.
74.
75.
76.
1.
78.
79.
80.
81.
82.
83.
84,
85.
86.
87.
88.
89.
90.
1.
92.
93,
94.
05.
96.
74
98.
99,
100.

John Tartol

Leslie Stanford
Herbal-leads.net

Geri Cvitanovich

Small Planet Online

Work At Home Tycoon
Elkton Nutrition Inc.

First Data

GoHerbalife

CCS Services
www.theonlinebusiness.com
www.incomeforever.com
www.theonlinebusinesspro.com
www. 14incomeathome.com
WWW.growyourincome.com
www.growyourincome48.com
www.online-business-systems.shopmybbb.com
online-business-systems.com
www.incomeathomela.com
www.incomeathomeradio.com
www.earnincomeonline.com
www.homeincomematch.com
www.earnrealincome.com
www.homebusinessmatch.com
At Home Business System
Body Basics

Cash Mail Box

CWIG Health

Discount Club New Jersey
eHome Business Network
eHome Distribution

Freedom Connection System
Freedom Lifestyles Group
Gateway2Wealth

Kay-Lee Enterprises

Magnetic Sponsoring

My Diet Basics

My Success System, LLC
Network Consultants
O’Connell System

Online Business Mentors
Online System
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101.
102.
103.
104.
105.
106.
107.
108.

Power Queue Inc.

Premiere Team International

60 Minute Money

Skip Ahead Tech

The Home Business Solution
VSM

Work From Home Business Center
Work From Home, Inc.

Please send copies of all documents satisfying this request to me at
125 Broad Street, Room 2842, New York, New York 10004. I am prepared to reimburse
the reasonable costs of searching for and copying these documents.

Please do not hesitate to contact me at (212) 558-4737 if I can provide any
additional information about this request.

Thank you in advance for your assistance.

Sincerely,

’)‘hvﬁv#j

Steven L. Holley



Bajorek, Rosemary
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From: Vera, Elena R. l
Sent: Monday, April 08, 2013 3:25 PM '
To: Bajorek, Rosemary

Subject: FW: FOIA request

From: Aubrey Wise [mailto:awise@oneeastcap.com]

Sent: Monday, April 08, 2013 3:23 PM
To: Vera, Elena R.
Subject: FOIA request

Hi Elena,

Thanks again for all your help with our original FOIA request. We would like to amend it / submit a new request to view
more recent records. Please see details below.

FOIA Request on behalf of One East Partners regarding Herbalife, Ltd. (hereafter "Herbalife”, corporate headquarters
located at 800 West Olympic Boulevard, Suite 406, Los Angeles, CA 90015).

1)
2)
3)

4)
5)

6)

All emails between the FTC and Dr. Peter Vander Nat regarding Herbalife since February 1, 2013

All records related to any FTC investigation of Herbalife that has been opened since February 1, 2013

All email among FTC Commissioners and FTC Staff regarding Herbalife since February 1, 2013 but EXCLUDING
any emails that are generated by the FTC's automated Daily Clips program for media stories

All correspondence between the FTC and Herbalife since February 1, 2013

Any inter-government letters between the FTC and other federal agencies or state attorneys general regarding
Herbalife since February 1, 2013

A list of all FOIA requests made to the FTC regarding Herbalife since February 1, 2013.

Please send the completed requests and associated invoice to me at the address below (USPS is fine). Please use a cap
of $1,000 for this request.

Thank you again.

Regards,

Aubrey

Aubrey Wise

One East Partners

551 Madison Avenue, 10" Floor
New York, NY 10022
212-230-4525
awise@OneEastCap.com




=

From: Stearns, Dione J. APR 10 201

Sent: Wednesday, April 10, 2013 10:29 AM

To: Bajorek, Rosemary ENA BB AN

Subject: FW: fact checking something GENEEA OOl

Attachments: FOIA 02.22.2013 Request to FTC re Lead Generatlon[Z] pdf' Lead generators Herbalife
FOIA pdf

From: Dorman, Frank

Sent: Wednesday, April 10, 2013 8:51 AM
To: Stearns, Dione J.

Subject: FW: fact checking something

From: Eavis, Peter [mailto:

Sent: Tuesday, April 09, 2013 5:02 PM
To: Dorman, Frank

Subject: fact checking something

Hi Frank,
| am working on a Herbalife story and it involves some material that was apparently obtained through a Freedom of
Information Act request to the FTC. | have attached the two documents relating to the request. | didn't see them
posted in your FOIA reading room. So | am coming to you to ask if the attached documents are genuine and were
issued by the FTC. I'd need to hear back by 3PM tomorrow.
| am on 212 556 7493, if you want to chat.

Many thanks,
Peter

Office phone: 212 556 7493




Vera, Elena R. Fo |A ﬂ-ol 3" OO 7S 9‘

From: Vera, Elena R.

Sent: Friday, April 12, 2013 9:25 AM
To: ‘Christine Muchanic'

Subject: RE: article

Christine,

This email confirms our April 12, 2013 discussion narrowing your request to seek all consumer complaints regarding
Herbalife from January 14, 2013 through April 12, 2013.

Thanks,
Elena Vera

Paralegal Specialist

Office of the General Counsel
Federal Trade Commission
202-326-3368

From: Christine Muchanic [mailto:cmuchanic@heightanalytics.com]

Sent: Friday, April 12, 2013 9:18 AM
To: Vera, Elena R.
Subject: RE: article

Please, if it is not posted on the FTC website, consider this a FOIA request for the consumer complaints mentioned in the
news article.

Thank you,
Christine

Christine Muchanic
Special Situations

Height Analytics, LLC

1775 Pennsylvania Avenue NW, 11th Floor
Washington, DC 20006

Office: (202) 629-0038

Email: cmuchanic@heightanalytics.com

http://www.heightllc.com

From: Christine Muchanic
Sent: Friday, April 12, 2013 9:17 AM

To: evera@ftc.gov
Subject: article

http://dealbook.nytimes.com/2013/04/11/herbalife-ties-to-work-from-home-promoters-may-draw-new-
scrutiny/?source=email rt mc body
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SULLIVAN & CROMWELL LLP
eacsmiLe: 11-;211:12-55:;;50;: 125 Proad Toreet
i suLLenom.con New Yorke, NY 10004-2498

LOS ANGELES * PALO ALTO * WASHINGTON, D.C.

FRANKFURT * LONDON * PARIS
BEIJING * HONG KONG = TOKYQ

MELBOURNE * SYDNEY

April 8, 2013

Via Certified Mail

Freedom of Information Act Request,
Office of General Counsel,
Federal Trade Commission,
600 Pennsylvania Avenue, N.W.,
Washington, D.C. 20580.

Re:  FOIA Request re Herbalife Lead Generation Firms

Dear Sir or Madam:

Pursuant to the Freedom of Information Act, 5 U.S.C. § 552, I respectfully
request an opportunity to review and copy all consumer complaints, investigatory records
and administrative records concerning any of the following persons or entities, which I
believe are involved in selling leads and other business tools to Herbalife distributors:

1. Online Marketing Systems
2. Online Marketing Solutions
3. Online Business Solutions
4.  Christopher Reese

5. Mayumi Reese

6. Mary Holloway

7.  Alan Lorenz

8.  United Marketing Partners
9.

Russell Gain

10. David Bevan

11. Jane Clark

12.  Michael Boyd

13. Craig Tsutakawa
14. Caroline Tsutakawa
15. Harry Johnson

16. Harold Johnson



Freedom of Information Act Request

17. Lee Johnson

18. Jack Gibson

19. John Gibson

20. FTS Marketing

21. Earn2ez.com

22. Automated Data Direct System
23. Bill Herron

24. William Herron

25. Clem Herron

26. Trey Herron

27. Mamie Smith Herron

28. Debi Katz

29. Debra Katz

30. Deborah Katz

31. Michael Katz

32. Sam Guerra

33. Samuel Guerra

34. Rodney Marcantel

35. Mary Ann Marcantel

36. I-Msuccess.com

37. 1-Msuccess.biz

38. Nutrition Club Pro

39. Nutritionclubpro.com

40. Ryan Swanson

41. Glenn Kirkpatrick

42. Daniel Waldron

43. Richard Berg

44. Steven Combs

45. Deborah Combs

46. www.ticket2cash.com

47. www.ebusinessforyou.net
48. www.quickcashnow.net

49. Wellness Depot

50. Herbal Way Inc.

51. www.60minutemoney4u.net
52. Home Business Systems
53. Thrive Nutrition & FITClub
54. Wealth in Wellness Nutrition Club System
55. AzDiet.com

56. Michigan Success Training Seminars
57. www.wldwidebiz4u.com
58. www.steps2mill.net



Freedom of Information Act Request -3-

59. www.morehomecash.net

60. Prospect Performance

61. Work from Home and Love It
62. www.vitaljetics.com

63. www.hbrll.com

64. www.morehomecash.net

65. www.steps2mill.net

66. www.checks4life.com

67. www.housewifesfortune.com
68. Newest Way to Wealth

69. Dream Builder & Associates
70. www.haveitallbiz.com

71. www.netbiz-4you.com

72. www.changeyourwork.com
73. www.richerfuture2002.com
74. www.dollarsigns4u.com

75. www.scorefreedom.com

76. www.amazingcashplus.com
77. www.work-from-home.net
78. www.lookandfeelgreat2.com
79. www.egoldenopportunity.com
80. www.beteachable.com

81. www.workingfrommyhome.com
82. www.workfromhome.com
83. www.bossnot.com

84. Mandi Adamson

85. Amanda Adamson

86. Vaughn Adamson

87. www.wfhbiz.com

88. www.ecommercesetsyoufree.com
89. www.adreamlife4u.com

90. Carin Hendrikz

91. www.4youdmenow.com

92. www.60minsuccess.com

93.  www.formula2success.org
94. Home Business System

95. Lifetimeopportunity.com

96. Leave the Rat Race

97. www.leave-the-rat-race.com
98. DreamTeam

99. www.dreamteamHQ.com
100. Financial Success System LLC



Freedom of Information Act Request -4-

101. Financial Success System International LLC
102. FSS-America LLC

103. www.online-business-system.com

104. cmg.onlinebusinesssystem.com

105. gatewaytowealth.com

106. Karen Umstattd

107. Allstar Health & Nutrition

108. Allstar Nutrition & Fit Camp

109. www karenu.clearlythebest.com

110. www.clearlythebest.com

Please send copies of all documents satisfying this request to me at
125 Broad Street, Room 2842, New York, New York 10004. I am prepared to reimburse
the reasonable costs of searching for and copying these documents, including fees up to
$500.

Please do not hesitate to contact me at (212) 558-4737 if I can provide any
additional information about this request.

Thank you in advance for your assistance.
Sincerely,

Kl

Steven L. Holley
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- HUNTON & WILLIAMS LLP
| IN I ONé";‘ 2200 PENNSYLVANIA AVENUE, NW
WILLIAMS WASHINGTON, D.C. 20037-1701

TEL. 202+ 955« 1500
FAX 202778 »2201

KYLFE SAMPSON
DIRECT DIAL: 202 » 955 » 1587
EMAIL: ksampson @ hunton.com

April 29, 2013 FILE NO: 78481.000004

FolA 2013- 00k 2|

Via Facsimile (202) 326-2477
Via E-mail FOIA @FTC.gov

Freedom of Information Act Request
Office of General Counsel

Federal Trade Conunission

600 Pennsylvania Avenue, N.W.
Washington, D.C. 20580

Re: FOIA Request for (1) Complaints, Inquiries, or Other Information Submitted to the
FTC Related to Certain Dietary Supplement Manufacturers and (2) FOIA Requests
Related to Such Complaints, Inquiries, and Other Information

Dear Sir or Madam:;

This is a request under the Freedom of Information Act (“FOIA™), S U.S.C. § 552, ¢t
seq. Hunton & Williams LLP hereby requests a copy of the following document(s):

1. Complaints, inquiries, or other information submitted to the Federal Trade
Commission (“FTC”) since January 1, 2007, and any exhibits or attachments to the
same, regarding the following dietary supplement manufacturers:

a. Herbalife International of America, Inc. and/or Herbalife International, Inc.;
b. Melaleuca, Inc.; and
c. Puritan’s Pride, Inc.

2. FOIA requests submitted to the FTC since January 1, 2007, regarding complaints,
inquiries, or other information about the above-listed dietary supplement
manufacturers, and the FTC’s responses to the same, if any.

Hunton & Williams LLP is prepared to pay the reasonable costs of search, review, and
duplication of the requested records; if you estimate that fees will exceed $1,000, please
contact me before proceeding. Hunton & Williams LLP requests that the FTC provide the

ATLANTA AUSTIN BANGKOK BEDING BRUSSELS CHARLUTTE DALLAS HOUSTON LONDON LOS ANGELES
McLEAN MIAMI NEW YORK NORFOLK RALEIGH RICHMOND SAN FRANCISCO TOKYO WASHINGTON

www hunton.com
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HUN’ION&"
WILLIAMS

Federal Trade Commission
April 29, 2013
Page 2

requested records in electronic format, to the above-referenced e-mail address. If you deny all
or any part of this request, please cite each specific FOIA exemption that justifies your denial
and notify me of appeal procedures available under the law.

Thank you in advance for your assistance. If you have any questions about this
request or require further information, please do not hesitate to contact me.

Sincerely,




Mischler, Erin

From: Apache server <apache@hqgl-webdmz-s4.ftc.gov>
Sent: Saturday, May 04, 2013 3:43 PM

Marshall P. Levine FD \ g‘ - ao ( 6'— OO’%A\'OI

name =
staddr = 888 Seventh Avenue, 32nd Floor
city = New York

state = NY

zipcode = 10106

telno = 212-320-5167

faxno = 646-731-5167

email = marshall.levine @soros.com

coinfo = I would like to know how many consumer complaints have been filed against Herbalife Ltd. per year for
the last ten years. If possible, | would like the complaints themselves. | would also like to know about allegations that
Herbalife is a pyramid scheme.l would also like to know if the FTC is investigating Herbalife as a possible pyramid
scheme.Herbalife's official address is:Ugland House, South Church StPO Box 309GTGrand Cayman 90015Cayman
Islands1-213-745-05001ts headquarters seems to be:Herbalife Ltd.800 W. Olympic Blvd, Suite 406Los Angeles, CA 90015
EdSciName =

describe = Private Corporation or Law Firm
privatelawname = Soros Fund Management
medianame =

money = Contact me if above $200

B13 = Submit




FolA- 203 -01002

Bajorek, Rosemary

From:
Sent:

name
staddr
city
state
zipcode =
telno
faxno
email
coinfo
EdSciName

privatelawname

describe
medianame
money =
B13 =

Apache httpd <apache@hql-webdmz-s1.ftc.gov>
Tuesday, June 11, 2013 12:46 PM

Michelle Celarier

1 Nordica Drive IUN 11 2p1
Croton on Hudson )
NY

10520

9179710279

mcelarier@nypost.com
Letter from Cong. Linda Sanchez requesting FTC open an investigation into Herbalife

= News Media

= New York Post
Contact me if above $100
Submit
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SULLIVAN & CROMWELL LLP

: 1-212-558-4000
:IE:::T:: 1-212-558-3588 725 %maa/é%@d
i New Yortt, N 10004-2498

LOS ANGELES » PALO ALTO » WASHINGTON, D.C.

FRANKFURT » LONDON » PARIS
BELJING ¢ HONG KONG * TOKYD

MELBOURNE * SYDNEY

June 24, 2013

Via Certified Mail

Freedom of Information Act Request,
Office of General Counsel,
Federal Trade Commission,
600 Pennsylvania Avenue, N.W.,
Washington, D.C. 20580.

Re:  FOIA Request re Herbalife Lead Generation Firms

Dear Sir or Madam:

Pursuant to the Freedom of Information Act, 5 U.S.C. § 552, I respectful ly
request an opportunity to review and copy all consumer complaints, investigatory records
and administrative records using the phrases “nutrition club,” “decision pack” or
“$39.95,” or concerning any of the following persons or entities, which I believe are
involved in selling leads and other business tools to Herbalife distributors:

2moremoney

Berg Marketing
Brad Harris

Brett Bartholomew
Brunette Marketing
Burton Marketing
Cashmailbox.com
CRM Logix

Cynthia Robinson
Dare to Succeed
Dean Shafer
Dreambuilders
Fab-U-Life

Health Coach Mobile
Home Wealth International

SPRNOLA LN~
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Freedom of Information Act Request

16.
17.
18.
19.
20.
21.

Please send copies of all documents sati sfying this request to me at

Homeemployed.com
MyHCMTouch.com
S&C Marketing
Tanya McDowall
Wealth to Wellness
Yvonne Engelbrecht

125 Broad Street, Room 2842, New York, New York 10004. I am prepared to reimburse
the reasonable costs of searching for and copying these documents, including fees up to

$500.

Please do not hesitate to ¢

additional information about this request.

Thank you in advance for your assistance.

Steven L. Holley

ontact me at (212) 558-4737 if I can provide any



Chender, Julian M. +o/A -2057-0113%

From: Jeffrey Gardner [(B)(6) ]
Sent: Wednesday, July 17, 2013 2:06 PM

To: FOIA

Subject: FOIA Request

The most frequently requested categories of FTC records are consumer complaints, material relating to investigations, and
administrative records.

Freedom of Information Act Request
Office of General Counsel

Federal Trade Commission

600 Pennsylvania Avenue, N.W.
Washington, D.C. 20580

Dear Sir/fMadam:

This is a request under the Freedom of Information Act. | request that a copy of the following document(s) be provided to me: 1.) all
consumer complaints filed against Herbalife since the FTC's most recent disclosure in January 2013 of consumer complaints against
Herbalife, 2.) all complaints filed against Herbalife Lead Generation Firms since the FTC's most recent disclosure in March 2013, 3)a
copy of the meeting minutes, (including attendees, discussion topics and FTC recommendations) as well as a transcript of Lois
Greisman and Jessica Rich's meeting on Monday July 15, 2013 with the National Consumer League, the Hispanic Federation, the
League of United Latin American Citizens, and Consumer Action, 4.) a copy of the meeting minutes, (including attendees, discussion
topics and FTC recommendations) as well as a transcript of any FTC meetings with Herbalife and/or Herbalife representatives 5.) a
copy of the meeting minutes, (including attendees, discussion topics and FTC recommendations) as well as a transcript of any FTC
meetings with William Ackman and/or Pershing Square representatives 5.) a copy of all Herbalife related FTC correspondence from
January 1, 2012 to July 17th, 2013 and 6.) a copy of all scheduled meeting dates and attendees the FTC has had or plans to have with
external persons or entities from January 1, 2012 through December 31, 2013, that specifically relate to Herbalife 7.) a copy of all
correspondence between Herbalife and/or Herbalife representatives 8.) and lastly | would like to request a copy of investigatory records
of Herbalife, including, but not limited to commercial or financial information submitted to the FTC but that were not submitted by
Herbalife, inter and intra-agency memoranda and letters, attorney opinions and notes, and decisions or orders regarding investigations
and adjudicative proceedings specifically relating to Herbalife from January 1, 2012 through July 17, 2013.

In order to help determine fees, you should know that | am an individual that is not an attorney, company or news organization.

I am willing to pay fees up to $500. If you expect the fees will exceed this, please contact me before proceeding.

If you need to discuss this request, | can be reached at |[(D)(6 | Thank you for your consideration of my request.
Sincerely,

Jeffrey Gardner
©)©) [
New York, NY|(D)(6)
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From: Apache server <apache@hqgl-webdmz-s4.ftc.gov>
Sent: Friday, July 19, 2013 10:45 AM

name = Sandy Chin

staddr = 888 Seventh Avenue

city = New York

state = NY

zipcode = 10019

telno = 212.484.2716

faxno =

email = schin@visiumfunds.com

coinfo = Dear sir or madam, | would like to request a copy of any investigatory records of Herbalife specifically
between the period of January 1, 2013 to July 19, 2013.

EdSciName =

describe = Private Corporation or Law Firm

privatelawname = Visium Asset Management

medianame =

money = Up to $100

B13 = Submit



Peterson, Mark D. (—ozr4 - 20 5-0/22%

o

From: Apache server <apache@hql-webdmz-s3.ftc.gov>
Sent: Tuesday, August 06, 2013 1:55 PM

F Al TRAD LAt o
name = Henry Becker o FI{!:E?EES”DS o
staddr = [(b)(6) I
cty = Southlake AUG 06 2013
state = TX
zipcode = (6 FCIA BRANCH
aooce” . GENERAL COUNSEL
faxno =
email =
coinfo = Herbalife-1 would Tike a list or simply the number of complaints filed against this company in the past 5

years. | would also like to know the number of support letters you have received on Herbalife's behalf. Thank you very
much for your time.

describe = Individual
EdSciName =

privatelawname =

medianame =

money = Contact me if above $200
B13 = Submit



Kelly, Andrea

P—— S = I
From: Apache httpd <apache@hql-webdmz-s1.ftc.gov>
Sent: Monday, August 12, 2013 1:56 PM

OlA-20132-

name = Atossa P % D I Z L/‘ :}—
staddr = 3 times square FEDERAL TRADE COMMISSION
city = new york '
state = ny
zipcode = 10036
telno = Abrahamian
faxno =
email = atossa.abrahamian@thomsonreuters.com
coinfo = Dear FOIA officer,I'm writing to request records of all communication (emails, letters, call logs, text

messages, etc) on the subject of the direct-selling nutritional company Herbalife between the FTC and the following
groups or individuals:a. New York hedge fund manager William Ackman and all individuals working for or associated with
his firm, Pershing Square Capitalb. Representative Linda Sanchez (D-IL)and anyone working for her or with herc. The
National Consumer's Leagued. The Hispanic Federatione. Herbalife or any firms or individuals acting on behalf of
Herbalife. This includes the P.R. firm Joele Frank, the company's Board of Directors, any major shareholders in the
company, and investor Carl Icahn.Kindly expedite this request for news purposes. Given all the noise and uncertainty in
the media about Herbalife's products and business model, as well as the infighting among investors, we believe a
greater understanding of the FTC's actions with regard to the company are of great public interest.Call anytime if you
have questions.Thanks,Atossa Abrahamian

EdSciName =

privatelawname = 3 times square
describe = News Media
medianame = Thomson Reuters
money = Contact me if above $100

B13 = Submit



Seery, Alexander F ol A "ZDI 3 ~ol3]| 8

From: Apache httpd <apache@hql-webdmz-s2.ftc.gov>
Sent: Wednesday, August 28, 2013 2:54 PM
name = Michelle Celarier

staddr = 1 Nordica Drive

city = Croton on Hudson

state = NY

zipcode = 10520

telno = 9179710279 . i
faxno = :
email = mcelarier@nypost.com

coinfo = All letters to the FTC requesting an investigation of Herbalife

EdSciName =

privatelawname =

describe = News Media

medianame = New York Post

money = Up to $100

B13

Submit



Chender, Julian M. W/ﬂ' '}013 - 0/@

From: Apache httpd <apache@hql-webdmz-s2 ftc.gov>
Sent: Saturday, August 31, 2013 9:43 AM

name = jeffrey gardner _

staddr = |(b)(6) ) I

city = new york

state = New York

Zipcode = (b)(6)

telno =

faxno =

email = \

coinfo = Wall Street journal article claims Prof. William (Bill) Keep of the College of New Jersey has sent a letter

on August 8th 2013 to the FTC regarding Herbalife in which he claims Herbalife lacks sufficient transparency for
consumers and investors to make this critical assessment. | would like to request a copy of this letter that was sent by
Professor Keep. | would also like a copy of the FTC's response sent to Proferssor Keep. | would like to request a copy of
letters sent to the FTC reqeusting that the FTC conduct an investigation of Herbalife from January 1 2012 through August
29 2013. I would also like to request a copy of all investigatory records the FTC has gathered with respect to Herbalife
from July 1 2012 through August 29 2013. Lastly, | would like to request a copy of FOIA requests submitted to the FTC
from July 1, 2013 through August 29 2013.

describe o Individual
EdSciName =
privatelawname =
medianame =

money = Up to $100

B13 = Submit



Kellx, Andrea

From: Apache server <apache@hql-webdmz-s3.ftc.gov>
Sent: Saturday, September 14, 2013 3:03 PM
Fﬂ/%‘r*zo | 2~ 0 5l 4.
name = Michelle Celarier
staddr = 1 Nordica Drive CEDERAL TRADE CORMISION
city = Croton on Hudson revchAL FEJQESE!\;'EOMUI‘
state = NY
zipcode = 10520
telno = 917-971-0279
faxno = f
email = mcelarier@nypost.com GENERAL COUNSEL
coinfo = All letters with the word investigate or investigation and Herbalife(l made this request on Aug. 28, but |

know | did not receive all of the letters because you did not include some letters | already have. Please look again. )
EdSciName =
privatelawname =

describe = News Media
medianame = New York Post
money = Up to $100

B13 = Submit
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Vera, Elena R.

From: Apache httpd <apache@hql-webdmz-s1.ftc.gov>

Sent: Wednesday, October 02, 2013 8:24 AM

name = michael samuels

staddr = 492 broome street #5

city = new york 0CT 17 20 13
state = New York

zipcode = 10013 FOIA BRANCH
telno = 917 596 1333 GENERAL COUNSEL
faxno =

email = msamuels@apexcap.com

coinfo = Is there currently an open investigation into the company Herbalife and if yes any findings that i could
view

EdSciName =

describe = Private Corporation or Law Firm

privatelawname = apex capital

medianame =

money = Contact me if above $100

B13 Submit



SOROS

Matshall P. Levine CONFIDENTIAL TREATEMENT

Soros Fund Management LLC REQUESTED BY
888 Seventh Avenue, 32nd Floor SOROS FUND MANAGEMENT LLC

New York, New York 10106
Tel (212) 320 5167
Fax (646) 731-5167

marshall.levine@soros.com (é‘;m _’9_0/5'/ hﬂya"?? TRADE COMMISSION

September 30, 2013 GENE A (0

Freedom of Information Act Request
Office of General Counsel

Federal Trade Commission

600 Pennsylvania Avenue, N.W.
Washington, D.C. 20580

Dear Sir or Madam:

I request records, regardless of format, medium, or physical characteristics,
including electronic records and information, pursuant to the Freedom of
Information Act, on:

* A copy of all FOIA requests relating to Herbalife submitted to the FTC
from January 1, 2012 to September 27, 2013.

I ask that you treat this request and any identifying information as confidential

information pursuant to FOIA and your related policies and procedures.

If it is your position that any portion of the requested records is exempt from
disclosure, I request that you provide an index of those documents as required by
Vaughn v. Rosen, 484 F.2d 820 (D.C . Cir. 1973), cert. denied, 415 U.S. 977
(1972). As you are aware, a Vaughn index must describe each document claimed as
exempt with sufficient specificity "to permit a reasoned judgment as to whether the
material is actually exempt under FOIA." Founding Church of Scientology v. Bell,
603 F.2d 945, 959 (D.C. Cir. 1979). Moreover, the Vaughn index must "describe
each document or portion thereof withheld, and for each withholding it must
discuss the consequences of supplying the sought-after-information." King v. US.
Dep 't of Justice, 830 F.2d 210,223-24 (D.C. Cir. 1987). Further, "the withholding
agency must supply ‘a relatively detailed justification, specifically identifying the
reasons why a particular exemption is relevant and correlating those claims with the
particular part of a withheld document to which they apply.™ Id. at 224, citing Mead
Data Central v. Us. Dep 't of the Air Force, 566 F.2d. 242,251 (D.C. Cir. 1977).

In the event some portions of the requested records are properly exempt from
disclosure, please disclose any reasonably segregable non-exempt portions in
accordance with 5 U.S.C. § 552(b). If it is your position that a document contains
non-exempt segments that are so dispersed throughout the document as to make
segregation impossible, please state what portion of the document is non-exempt

CONFIDENTIAL TREATMENT REQUESTED BY SOROS FUND MANAGEMENT LLC



CONFIDENTIAL TREATMENT REQUESTED BY SOROS FUND MANAGEMENT LLC

and how the material is dispersed throughout the documents. Mead Data Central,
566 F.2d at 261. Claims of non-segregability must be made with the same degree of
detail as required for claims of exemption in a Vaughn index. If a request is denied
in whole, please state specifically that it is not reasonable to segregate portions of
the record for release.

We will be willing to pay up to $500 for the cost of responding to this request.
Please contact me if this amount is insufficient.

Thank you for your assistance.

Sincerely,

Marshall P. Levine, Analyst
Soros Fund Management, LLC

CONFIDENTIAL TREATMENT REQUESTED BY SOROS FUND MANAGEMENT LLC



SOROS

Marshall P. Levine CONFIDENTIAL TREATEMENT

Soros Fund Management LLC REQUESTED BY
888 Seventh Avenue, 32nd Floor SOROS FUND MANAGEMENT LLC

New York, New York 10106
Tel (212) 320 5167

Fax (646) 731-5167
marshall.levine@soros.com

Fozh-dvld- 20955

September 30, 2013 FOIAT ;

Freedom of Information Act Request
Office of General Counsel

Federal Trade Commission

600 Pennsylvania Avenue, N.W.
Washington, D.C. 20580

Dear Sir or Madam:

I request records, regardless of format, medium, or physical characteristics,
including electronic records and information, pursuant to the Freedom of
Information Act, on:

e Any letters sent to the FTC from January 1, 2012 through
September 27, 2013 requesting an investigation into Herbalife and
any subsequent responses.

I ask that you treat this request and any identifying information as confidential
information pursuant to FOIA and vour related policies and procedures.

If it is your position that any portion of the requested records is exempt from
disclosure, I request that you provide an index of those documents as required by
Vaughn v. Rosen, 484 F.2d 820 (D.C . Cir. 1973), cert. denied, 415 U.S. 977
(1972). As you are aware, a Vaughn index must describe each document claimed as
exempt with sufficient specificity "to permit a reasoned judgment as to whether the
material is actually exempt under FOIA." Founding Church of Scientology v. Bell,
603 F.2d 945, 959 (D.C. Cir. 1979). Moreover, the Vaughn index must "describe
each document or portion thereof withheld, and for each withholding it must
discuss the consequences of supplying the sought-after-information." King v. US.
Dep 't of Justice, 830 F.2d 210,223-24 (D.C. Cir. 1987). Further, "the withholding
agency must supply ‘a relatively detailed justification, specifically identifying the
reasons why a particular exemption is relevant and correlating those claims with the
particular part of a withheld document to which they apply." Id. at 224, citing Mead
Data Central v. Us. Dep 't of the Air Force, 566 F.2d. 242,251 (D.C. Cir. 1977).

In the event some portions of the requested records are properly exempt from
disclosure, please disclose any reasonably segregable non-exempt portions in
accordance with 5 U,S.C. § 552(b). If it is your position that a document contains
non-exempt segments that are so dispersed throughout the document as to make

CONFIDENTIAL TREATMENT REQUESTED BY SOROS FUND MANAGEMENT LLC



CONFIDENTIAL TREATMENT REQUESTED BY SOROS FUND MANAGEMENT LLC

segregation impossible, please state what portion of the document is non-exempt
and how the material is dispersed throughout the documents. Mead Data Central,
566 F.2d at 261. Claims of non-segregablhty must be made with the same degree of
detail as required for claims of exemption in a Vaughn index. ifa request is denied
in whole, please state specifically that it is not reasonable to segregate portions of
the record for release.

We will be willing to pay up to $500 for the cost of responding to this request.
Please contact me if this amount is insufficient.

Thank you for your assistance.

Sincerel &
r
\—'//

arshall P. Levine, Analyst
Soros Fund Management, LLC

CONFIDENTIAL TREATMENT REQUESTED BY SOROS FUND MANAGEMENT LLC



SOROS

Marshall P. Levine CONFIDENTIAL TREATEMENT

Soros Fund Management LLC REQUESTED BY
888 Seventh Avenue, 32nd Floor SOROS FUND MANAGEMENT LLC
New York, New York 10106

Tel (212) 320 5167

Fax (646) 731-5167 #EDERAL TRADE COMMISSION
mirs(hall.)levine@soros.com F W -90’ y"' 2o p—%‘ RECEIVED

September 30, 203/ =11, ~

Freedom of Information Act Request
Office of General Counsel

Federal Trade Commission

600 Pennsylvania Avenue, N.-W.
Washington, D.C. 20580

Dear Sir or Madam:
I request records, regardless of format, medium, or physical characteristics,
including electronic records and information, pursuant to the Freedom of

Information Act, on:

e Allinvestigative records pertaining to Herbalife from January 1,
2012 through September 27, 2013.

I ask that you treat this request and any identifying information as confidential
information pursuant to FOIA and your related policies and procedures.

If it is your position that any portion of the requested records is exempt from
disclosure, I request that you provide an index of those documents as required by
Vaughn v. Rosen, 484 F.2d 820 (D.C . Cir. 1973), cert. denied, 415 U.S. 977
(1972). As you are aware, a Vaughn index must describe each document claimed as
exempt with sufficient specificity "to permit a reasoned judgment as to whether the
material is actually exempt under FOIA." Founding Church of Scientology v. Bell,
603 F.2d 945, 959 (D.C. Cir. 1979). Moreover, the Vaughn index must "describe
each document or portion thereof withheld, and for each withholding it must
discuss the consequences of supplying the sought-after-information." King v. US.
Dep 't of Justice, 830 F.2d 210,223-24 (D.C. Cir. 1987). Further, "the withholding
agency must supply ‘a relatively detailed justification, specifically identifying the
reasons why a particular exemption is relevant and correlating those claims with the
particular part of a withheld document to which they apply.™ Id. at 224, citing Mead
Data Central v. Us. Dep 't of the Air Force, 566 F.2d. 242,251 (D.C. Cir. 1977).

In the event some portions of the requested records are properly exempt from
disclosure, please disclose any reasonably segregable non-exempt portions in
accordance with 5 U.S.C. § 552(b). If it is your position that a document contains
non-exempt segments that are so dispersed throughout the document as to make
segregation impossible, please state what portion of the document is non-exempt

CONFIDENTIAL TREATMENT REQUESTED BY SOROS FUND MANAGEMENT LLC



CONFIDENTIAL TREATMENT REQUESTED BY SOROS FUND MANAGEMENT LLC

and how the material is dispersed throughout the documents. Mead Data Central,
566 F.2d at 261. Claims of non-segregability must be made with the same degree of
detail as required for claims of exemption in a Vaughn index. If a request is denied
in whole, please state specifically that it is not reasonable to segregate portions of
the record for release.

We will be willing to pay up to $500 for the cost of responding to this request.

Please contact me if this amount is insufficient.
%

Marshall P. Levine, Analyst
Soros Fund Management, LLC

Thank you for your assistance.

CONFIDENTIAL TREATMENT REQUESTED BY SOROS FUND MANAGEMENT LLC
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December 16, 2013

Freedom of Information Act Request
Office of General Counsel

Federal Trade Commission

600 Pennsylvania Avenue, NW
Washington, DC 20580

Re: Herbalife
Dear Sir or Madam:

Pursuant to the Freedom of Information Act (FOIA), 5 U.S.C. § 552, National Corporate Research,
Ltd. hereby requests any consumer complaints referring to or otherwise related to Herbalife, any
Herbalife distributor, or any entity purportedly relating to Herbalife including—but not limited to—any
complaints pertaining to Shawn Dahl or Anthony Powell, to the extent such complaints relate to
Herbalife.

| agree to pay to all reasonable costs associated with obtaining the requested information.
However, should related charges be anticipated to exceed $100.00, | would like to be contacted.

If there is anything we can do to further expedite the response to this request, please contact me at
your earliest convenience. Please direct any inquiries, notices, or determinations to me at
800.494.5225 or agency@nationalcorp.com.

Thank you for your attention to this matter.
Sincerely,

Joanna McCall, Assistant Secretary
On behalf of:

National Corporate Research, LTD.
800.494.5225
agency@nationalcorp.com

1025 Vermont Avenue, N.W., Suite 1130, Washington, DC 20005
Telephone: (800) 494-5225 Fax: (800) 494-7512 International: +1 (202) 370-4750
E-Mail: DCorders@nationalcorp.com Website: www.nationalcorp.com

Page 1 of 1
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From: Reuben Miller <reuben.miller@parr-global.com>
Sent: Wednesday, January 29, 2014 1:43 PM

To: FOIA

Subject: MEDIA REQUEST: Herbalife communications

Hi there,

Can you please send me any communications (especially between Congress and the FTC, and any complainants and the

FTC) that relate to Herbalife.
Please let me know if you have any questions.

Thanks,
Reuben

ADDRESS:
405 Howard St., suite 310
San Francisco, CA 94105

Reuben Miller
Editor-at-Large

PaRR (Policy and Regulatory Report)
Competition Law — Global Intelligence

Tel: (415)249-0224
Maobile: (831)252-0071

Twitter: @ReubenMillerSF

www.PaRR-Global.com

A part of the Financial Times Group, a Pearson company

FEDERAL TRADE COMMiaa:
necmnm o

JAN 2 9 201

FOIA BRA
GENERAL GOUNGEL



ol - L0/-o0% 2

N
Bloombe rg Fgggnau&hgé&%m‘?’Q

FINANCIAL MARKETS E
COMMODITIES

NEWS FEB 07 204
February 6, 2014 GE.‘T:*I%RAL cO

Freedom of Information Act Request
Office of the General Counsel
Federal Trade Commission

600 Pennsylvania Avenue, NW
Washington, D.C. 20580
FOIA@FTC.GOV

FREEDOM OF INFORMATION ACT REQUEST

Dear Sir/Madam:

Pursuant to the Freedom of Information Act, 5 U.S.C. Section 552, I request copies of (or access
to) records ("the Records") related to Herbalife Ltd. ("Herbalife") and Pershing Square Capital
Management ("Pershing Square"), specifically:

1. Provide visitor logs (" Visitor Logs") identifying any visits to the Federal Trade Commission
("FTC") by: William Ackman ("Ackman"), the chief executive officer of Pershing Square; any
representative of Pershing Square; or any employee or representative of Herbalife. The Visitor
Logs should identify the names of individuals visiting, the dates of the meetings, the purpose of
the meetings, and the names of those at the FTC who met with the visitors.

2. Provide calendars ("Calendars") for current and former FTC commissioners identifying any
meetings with: Ackman; any representative of Pershing Square; or any employee or
representative of Herbalife. The Calendars should include the names of individuals visiting, the
dates of the meetings, and the purpose of the meetings.

3. Provide telephone logs identifying any calls between current and former FTC commissioners
or FTC staff members and Ackman; any representative of Pershing Square; or any employee or
representative of Herbalife.

4. Identify and provide all correspondence between any current and former FTC commissioners
or FTC staff members and Ackman; any representative of Pershing Square; or any employee or
representative of Herbalife.

For the purposes of responding to this request, representatives of Pershing Square and Herbalife
should include any employee of either company or any representative of the following firms:
Sullivan & Cromwell



Podesta Group

Ogilvy Government Relations
Downey McGrath Group
Wexler & Walker

The Moffett Group

Global Strategy Group
Edelman

Dewey Square Group

Robert Brandon & Associates
Mirram Group

Mercury Public Affairs

I am a reporter for Bloomberg News, an accredited and recognized newsgathering
organization. I request the Records to inform the public about matters of public concern.

FOIA requires that the FTC respond to this request within 20 business days. This request is
segregable, and the FTC may not withhold entire records because of one section that it
believes is exempt from disclosure. Under federal law, if the FTC chooses to withhold any
such parts of the Records from disclosure, it must specify in a written response the factual
and legal basis for withholding any part of the Records.

[ am further requesting that the Records be provided to me on computer files in the same
format as they are currently maintained at the department, pursuant to Burka v. Dep't of
Health & Human Svcs., 87 F.3d 508 (D.C. Cir. 1996).

In responding to FOIA requests, the FTC must operate with a presumption in favor of
disclosure. As stated in a January 21, 2009, Presidential Memorandum signed by Barack
Obama: “All agencies should adopt a presumption in favor of disclosure, in order to renew
their commitment to the principles embodied in FOIA, and to usher in a new era of open
government.”

I agree to pay reasonable fees for the Records, including actual costs up to $250. If you
estimate that actual costs will exceed this amount, please contact me so that [ may make the
appropriate arrangements for payment. Please contact me if I may assist in your office's
response to this request.

Sincerely,

David McLaughlin

Bloomberg News

1399 New York Ave. NW
Washington, DC 20005-4711

Phone: 202-654-7354

Email: dmclaughlin9@bloomberg.net
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FINANCIAL MARKETS
COMMODITIES FEB 9 0 2014
FEB 19 2014
FOIA BRANCH
February 6, 2014 GENERAL COUNSEL

Freedom of Information Act Request
Office of the General Counsel
Federal Trade Commission

600 Pennsylvania Avenue, NW
Washington, D.C. 20580
FOIA@FTC.GOV

FREEDOM OF INFORMATION ACT REQUEST

Dear Sir/Madam:

Pursuant to the Freedom of Information Act, 5 U.S.C. Section 552, I request copies of (or access
to) records ("the Records") related to Herbalife Ltd. ("Herbalife") and Pershing Square Capital
Management ("Pershing Square"), specifically:

1. Provide visitor logs ("Visitor Logs") identifying any visits to the Federal Trade Commission
("FTC") by: William Ackman ("Ackman"), the chief executive officer of Pershing Square; any
representative of Pershing Square; or any employee or representative of Herbalife. The Visitor
Logs should identify the names of individuals visiting, the dates of the meetings, the purpose of
the meetings, and the names of those at the FTC who met with the visitors.

2. Provide calendars ("Calendars") for current and former FTC commissioners identifying any
meetings with: Ackman; any representative of Pershing Square; or any employee or
representative of Herbalife. The Calendars should include the names of individuals visiting, the
dates of the meetings, and the purpose of the meetings.

3. Provide telephone logs identifying any calls between current and former FTC commissioners
or FTC staff members and Ackman; any representative of Pershing Square; or any employee or
representative of Herbalife.

4. Identify and provide all correspondence between any current and former FTC commissioners
or FTC staff members and Ackman; any representative of Pershing Square; or any employee or
representative of Herbalife.

For the purposes of responding to this request, representatives of Pershing Square and Herbalife
should include any employee of either company or any representative of the following firms:
Sullivan & Cromwell



Podesta Group

Ogilvy Government Relations
Downey McGrath Group
Wexler & Walker

The Moffett Group

Global Strategy Group
Edelman

Dewey Square Group

Robert Brandon & Associates
Mirram Group

Mercury Public Affairs

[ am a reporter for Bloomberg News, an accredited and recognized newsgathering
organization. I request the Records to inform the public about matters of public concern.

FOIA requires that the FTC respond to this request within 20 business days. This request is
segregable, and the FTC may not withhold entire records because of one section that it
believes is exempt from disclosure. Under federal law, if the FTC chooses to withhold any
such parts of the Records from disclosure, it must specify in a written response the factual
and legal basis for withholding any part of the Records.

[ am further requesting that the Records be provided to me on computer files in the same
format as they are currently maintained at the department, pursuant to Burka v. Dep't of
Health & Human Svcs., 87 F.3d 508 (D.C. Cir. 1996).

In responding to FOIA requests, the FTC must operate with a presumption in favor of
disclosure. As stated in a January 21, 2009, Presidential Memorandum signed by Barack
Obama: “All agencies should adopt a presumption in favor of disclosure, in order to renew
their commitment to the principles embodied in FOIA, and to usher in a new era of open
government.”

I agree to pay reasonable fees for the Records, including actual costs up to $250. If you
estimate that actual costs will exceed this amount, please contact me so that I may make the
appropriate arrangements for payment. Please contact me if I may assist in your office's
response to this request.

Singgrely,

David McLaughlin

Bloomberg News

1399 New York Ave. NW
Washington, DC 20005-4711

Phone: 202-654-7354

Email: dmclaughlin9@bloomberg.net
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Wlthermgton, James .

From: Apache httpd <apache®hql-webdmz-sl.ftc.gov>
Sent: Tuesday, February 25, 2014 11:39 AM
FEDERAL TRADE COMMISS'"N
RECEIVED
name =
staddr = FEB 25 2014
o = DREUSR FOIA BRANCH
state = NY
slighilse GENERAL COUNSEL
telno =
faxno =
email =
coinfo = Senator Ed Markey recently wrote a letter to Chairwoman Ramirez requesting that the FTC look into the

business practices of Herbalife http://www.markey.senate.gov/imo/media/doc/2014-1-22 Ramirez Herbalife.pdf and
also requesting a response from the FTC by February 28th. | am requesting a copy of the response sent by the FTC to the
office of Senator Markey. | am also requesting a copy of any correspondence that was exchanged between the FTC and
Senator Markey or members of his staff (including emails) from the period of Jan 1st 2014 through February 25th, 2014.
| would also like to request a copy of any information either in support of or against the letter's claim that a family in
Norton, MA lost $130,000. Mr Johnson (HERBALIFE CEO) recently wrote a letter to Senator Markey (
http://www.scribd.com/doc/208141372/Herbalife-response-to-Markey) stating that Herbalife was unable to find any
profiles within their databases that fit the alleged profile referenced in the letter, inferring that no such individual exists.
Thank you in advance for your assistance.

describe = Individual

EdSciName =
privatelawname
medianame =
money = Contact me if above 5200
B13 = Submit
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From: Stearns, Dione J.

Sent: Friday, March 14, 2014 2:10 PM
To: Peterson, Mark D.

Subject: FW: Request for FTC meeting logs

FEDERAL TRADE COMMISS "N
RECEIVED
MAR 1 4 2014
From: Lipton, Eric [mailto:lipton@nytimes.com] NERAL GO
From: Lpton, Erc [malto:pton@nyt GENERAL COUNSEL

To: Stearns, Dione J.
Subject: Request for FTC meeting logs

Under the FOIA law, I would like to request copies of logs that detail who visited the FTC and with whom these
individuals met, and on what dates, as it relates to issues involving Herbalife, from January 2013 until the
current date.

If this is a topic that you have already previously received a similar FOIA request and as a result already have
pulled similar material, can you please provide that related material, even if the scope of the prior request is
somewhat different.

Please respond to this request via email. If you have any questions about this request or need any clarification
on it, please call me at 202 862 0448

Thank you in advance

Eric Lipton

The New York Times
1627 I Street NW #700
Washington DC

20006

Eric Lipton

The New York Times
Washington Bureau
202 862 0448 desk
202 370 7951 cell



Seery, Alexander ﬁo |A :" 20 |L‘— OObq b

From: Rolland Gauthier <Rolland.gauthier@falconresearch.net>
Sent: Monday, March 17, 2014 10:37 AM
To: 'foia@ftc.gov'
Subject: FOIA request FEDERAL TRADE COMMISS N
RECEIVED
MAR 18 2014
Freedom of Information Act Request FOIAB
Office of General Counsel GEN EHAL%%TJ%%EL

Federal Trade Commission
600 Pennsylvania Avenue, NW
Washington, DC 20580
March 17, 2014
FTC Office of International Affairs
Attention FOIA officer:

Pursuant to the Federal Governments Freedom of Information Act Laws, and the applicable FOIA laws, I would
like to obtain a copy of the following public records:

Any documentation between your agency, FTC Office of International Affairs and Herbalife during
January 1, 2009 to present date (March 2014).

[ understand there may be a fee associated with this request. I am willing to pay $100.00 for these records. If the
cost exceeds the amount set forth, please contact me so that I may either (1) increase my authorized amount or
(2) reduce the scope of my request.

According to the statute, this request should be acted upon as soon as possible, but in no event later than the
twentieth (20") business day following receipt of this letter. If access to the records I requested is going to take
longer, please contact me so we can work out a reasonable date.

If you choose to deny the request, then you are required to respond in writing and state the statutory exception
authorizing the withholding of all or part of the public record and the name and title or position of the person
responsible for the denial.

Records may be submitted to me electronically via email (preferred) if data size permits.
Thank you for your assistance on this matter.

Respectfully,

Rolland Gauthier

Falcon Research

Office: 727-298-5312

Email: rolland@falconresearch.net
1230 South Myrtle Avenue

Suite 401

Clearwater, FL 33756
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By Facsimile

FEDERAL TRADE COMMISSION

Freedom of Information Act Request RECEIVED
Office of General Counsel

Federal Trade Commission MAR 2 6 2014
600 Pennsylvania Avenue, N.W,

Washington, D.C. 20580 GENERAL COUNSH
(202) 326-2477

Re:  Freedom of Information Act Request: Request(s) for Investigative

Records or Consumer Complaints Regarding Pershing Square

Capital Management, L.P. and/or Herbalife and/or William (Bill)
Ackman

Dear Sir or Madam:

Pursuant to the Freedom of Information Act, 5 U.S.C. § 552, I request that
photocopies of the following records be sent to me at the above address:

All documents related to FOIA requests made between
June 5, 2013 and November 20, 2013 seeking investigative
records, consumer complaints and/or correspondence
regarding Pershing Square Capital Management, L.P.
and/or Herbalife and/or William (Bill) Ackman, including
all correspondence between the requester(s) and the FTC

related to the request(s).
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Office of General Counsel, Federal Trade Commission 2 -

On November 20, 2013, an anonymous person posted online a capy of a
letter dated June S, 2013 sent by U.S. Representative Linda T. Sanchez to FTC
Chairwoman Edith Ramirez. The letter is stamped as having been received on June 7
2013. A copy of the document posted online is enclosed with this letter (the “posted
letter”). The posted letter was posted on a blog located at http:/theskeptic21.blogspot.
com/2013/11/for-hire-bathroom-attendant-fine.html. Our request above includes any
correspondence in response to which a copy of the posted letter was sent by your office.

If you regard any of the records requested as exempt from disclosure, X
please segregate the nonexempt portions and release those. In addition, if any records or
portions thereof require internal review on the issue of exemption, please release any
immediately publicly releasable records (or portions thereof) first, pending such ;
determination. In the event of a denial to release any records, please include in your ¢
letter sufficient information to appeal the denial. In accordance with the minimum
requirements of administrative due process, this information should identify: (i) the
subject matter, originator, addressee, date and length of the withheld material, and (ii) the
legal and factual basis for the denial.

I agree in advance to pay search and copying fees up to $1,000. If you
expect the fees to exceed this amount, or if you need further explanation as to the nature
or scope of this request, please contact me at the telephone number above.

Thank you for your assistance with this request.

Very truly yours,

Udt Brafaan /75

Udi Grofman
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Edith Ramirez, Chatrwomans
Fedeout Trade Corission

600 Pennsylvania Avenue, NW
Washington, DC 20580

June 3, 2013

Blear Chalrwoman Ramirg:

P 4/4

AN OFFCE:

A3 HAVILAN BLILDUNG
PLASHRIGTON, DT 206148
12021 228-6676

PISTRICT DPFLE: -
1730% CRUSADER AVENUE !

[ am wriling to express my concern about the nparketing and busmaaa-p:écﬁm of Herbatits, Led.
In pamicular, I aa troubled by allegations that Shis company may e hanmisg consumers —

espenially those from our country’s mest vulngrable populations,

There have beea extensive roadia reports and allegations about Hevbelife’s business practioss.

Cn March 12, 2013, the Nations] Consoroers League wrott a letter teging the FTC fo conduct an : ;
Intvestigation fnto the possibility that Herbafife is a complex pyrumid schetne.’ Mare recently, on 4

day 17,2013, the Hispanic Federation also wrote 8 legter wrging an FTC investigption Both
groups have voired concsats ovar whether Herbalifo's distributors ave primsaiily incentivized by
reomniting others, or by selliag the Herbulifo product, Additionally, as the National Consumens
League e states, “Low-incorne constroees, as well as Afican-Ameticans end Hispanics, ware
found to be especinlly vulncrable @ pyramid-schemes masquerading as legitimate home-based

husiness ppoctanities.”

A 1 have Jearned more sbout this lasne fromy my constituents ind from outside groups, ¢ bealieve
it iz the Federal Trade Covamission’s (F1C) reaponsibility to exmaine thess ellegations. Given
the FTC's mivsion fo investigate claims of fraud auvd potentinl pyramid schemes, 1 encoungo you
to investigeke this matter. 1 hove confidence that such an investigaton will provide Qarity to

comsurgers and [ expeet you will aggressively pursue it in o timely manwer,

Vsaty Gre‘:nhara;?&ationa[ Consumars League to Edith Ramlves, Federal Trada Caremission, 35 Masch 20132,

hivp:/pweeer.ncinet erp/itages/ POF/ FTCOS20Letter® 20 niv 20 Her balife. pdf

? Josa Calderon, Hispanit Fedaration to Edith Ramires, Faderal Ywads Copumission, 17 Moy 2013,

fttpi/ e seribd, camfdon/ 142002 732 he-Honatablet dth-Ramires-FIC

A Saily Greenberg, NaHonal Contumers Laague 19 Edith Ramicer, Foderal Ti3da Comminsion, 13 Maich 2013,

i p/ v cines.org rmages/POE/FICH20LERer M200ny R0 terbalife pdf

ORE TN AN MASTT L YAy
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Bartek, Alice

—
From: Philip D. Dracht <pdracht@fabianlaw.com>
Sent: Saturday, March 29, 2014 5:19 PM
To: FOIA
Subject: FOIA Request - Herbalife

FEDERAL TRADE COMMISSION
RECEIVED

Freedom of Information Act Request
Office of General Counsel MAR 3 1 2014
Federal Trade Commission FOIA BRANCH
600 Pennsylvania Avenue, NW
Washington, DC 20580 GENERAL COUNSEL

Dear Sir/Madam:

This is a request under the Freedom of Information Act. | request that a copy of the following document(s) be provided to
me: (1) the Civil Investigatory Demand(s) issued to Herbalife International of America, Inc., or Herbalife LTD, or Herbalife
International, Inc. or any other subsidiary of Herbalife LTD in March 2014 relating to Herbalife; (2) written communications
between the FTC and Herbalife or its attorneys regarding the above CID; (3) any documents, testimony, or other
responses provided by Herbalife in response to the above CID; and (4) any complaints that you have received as of
February 28, 2013 through the present relating to or regarding Herbalife.

In order to help determine fees, you should know that | am an attorney who represents Dana Bostick, a former Herbalife
distributor and other current and former Herbalife distributors in the case Bostick v. Herbalife, Case No. 2:13-cv-02488
(C.D. Cal.). | am willing to pay fees up to $1,000.00 If you expect the fees will exceed this, please contact me before
proceeding.

If you need to discuss this request, | can be reached at 801-323-2251. Thank you for your consideration of my request.
Sincerely,

Philip D. Dracht
Office 1801) 531-8900
Direct (801) 323-2251
Fax (301 531-1716

FABIAN, ATTORNEYS AT LAW
217 South State Street, Suite 1200
Salt Lake City, UL 8:4111-2325
www.fabianlaw.com
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Bartek, Alice
e —————

From: Apache httpd <apache@hqgl-webdmz-sl.ftc.gov>
Sent: Wednesday, April 02, 2014 1:23 PM
FEDERAL TRADE COMMISSION
RECEIVED
name = Michelle Celarier
staddr = 1 Nordica Dr APR 2 2014
city = Croton on Hudson —
state = NY
Zincode = 10520 GENERAL COUNSEL
telno = 917 9710279
faxno =
email = mcelarier@nypost.com
coinfo = All FOIA requests for letters requesting an investigation of Herbalife, or FOIA requests specifically
requesting the letter from Cong. Linda Sanchez dated June 5, 2014
EdSciName =
privatelawname =
describe = News Media
medianame = New York Post
money = Up to $25

B13 Submit
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Freedom of Information Act Request FEDEH"‘LL@%%?VEBWW

Office of General Counsel

Federal Trade Commission AP

600 Pennsylvania Avenue, NW R2 42014

Washington, DC 20580 FOIA BRANCH
GENERAL COUNSEL

Re: FOIA Request re. Herbalife

Dear Sir or Madam:

Pursuant to the Freedom of Information Act (FOIA), 5 U.S.C. § 552, National Corporate Research,
Ltd. hereby requests any consumer complaints received by your office from December 18, 2013 to
the present (as well as any records not included in your December 24, 2013 response to my
request dated December 16, 2013) referring to or otherwise related to Herbalife, any Herbalife
distributor, or any entity purportedly relating to Herbalife including—but not limited to—any
complaints pertaining to Shawn Dahl or Anthony Powell, to the extent such complaints relate to
Herbalife.

We agree to pay to all reasonable costs associated with obtaining the requested information.
However, should related charges be anticipated to exceed $100.00, we would like to be contacted.

If there is anything we can do to further expedite the response to this request, please contact us at
your earliest convenience. Please direct any inquiries, notices, or determinations to us at
800.494.5225 or agency@nationalcorp.com.

Thank you for your attention to this matter.
Sincerely,

Joanna McCall, Assistant Secretary
On behalf of:

National Corporate Research, LTD.
800.494.5225
agency@nationalcorp.com

1025 Vermont Avenue, N.W., Suite 1130, Washington, DC 20005
Telephone: (800) 494-5225 Fax: (800) 494-7512 International: +1 (202) 370-4750
E-Mail: DCorders@nationalcorp.com Website: www.nationalcorp.com

Page 1 of 1
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Joshua James

Bryan Cave LLP

1155 F Street NW
Washington, DC 20004
Direct: (202) 508-6265
josh james@bryancave.com

FEDE
April 28,2014 RAL;F%%E &gwmm
APR 2 8 2014
VIA E-MAIL
FOIA BRANCH
GENERAL COUNSEL

Freedom of Information Act Request
Office of General Counsel

Federal Trade Commission

600 Pennsylvania Avenue, N.W.
Washington, DC 20580

E-Mail: FOIA@FTC.gov

Dear FOIA Officer:

Pursuant to the Freedom of Information Act (“FOIA”), I would like to request a
copy of all complaints that are recorded in the Consumer Sentinel database filed
on or after January 1, 2013 that refer to the following companies:

Herbalife

Mary Kay (alternate spellings: "MaryKay")
MonaVie

NuSkin (alternate spellings: “Nu Skin™)
Quixtar

Alticor

Visalus

Please include alternate spellings of any name above.

This request is a follow-on request to a prior FOIA request designated FOIA-
2014-00636 which was handled by Alice Bartek. Please confer with her regarding
how to complete this request.

If possible, I would appreciate it if you could produce the above referenced
information in Microsoft Excel format or some other digital format. Please
separate the records for each company into a separate Excel file.

In order to help determine fees, I am an attorney and this request is being made on
behalf of a law firm. We are willing to pay fees up to $500. If you expect that the
fees will exceed this, please contact me before proceeding.



April 28, 2014
Page 2

If you have any questions about this request, please contact me at (202) 508-6265.
Thank you for your consideration of my request.

Sincerely,
/s/

Joshua James



FOIR—201% - 00372,

January 17, 2013

VIA E-MAIL

Freedom of Information Act Request
Office of General Counsel

Federal Trade Commission

600 Pennsylvania Avenue, N.W.
Washington, D.C. 20580

Re:  Freedom of Information Act Request: Herbalife International

Dear Sir/Madam:

Pursuant to the Freedom of Information Act (FOIA), 5 U.S.C. § 552 et seq., I hereby request
copies of the following information: all correspondence, documents, and data records from 2003
through 2013 regarding investigations into Herbalife International, located at 800 W. Olympic
Boulevard, Suite 406, Los Angeles, California. This company is a multi-level marketing
company thai sells nutrition, weight management and skin-care products.

I am willing to pay fees up to $200. If you expect the fees will exceed this, please contact me
before proceeding. Please send all available records to my attention at:

Ngtalic Ofoche
(b)(6)

1 can be reached at|(D)(6) Thank you for your consideration of my request.

Sincerely,

A

Natalie N. Ofoche
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Mischler, Erin

From: Vera, Elena R.

Sent: Friday, January 25, 2013 11:29 AM
To: Mischler, Erin

Subject: FW: FOIA request

From: Christine Muchanic [mailto;:cmuchanic@heightanalytics.com]
Sent: Friday, January 25, 2013 11:22 AM

To: Vera, Elena R.

Subject: FOIA request

Elena,

As discussed, please see below my amended/new FOIA request for information and records related to:
Consumer complaints related to the following companies: Herbalife (HLF) and Nature’s Sunshine Products (NATR)

Correspondence between the FTC and any external parties related to the following companies. Please limit the
search to a five year period.

Avon (AVP)

Blyth, Inc. (BTH)

Medifast (MED)

Mannatech (MTEX)

Nature’s Sunshine Products (NATR)
Natural Health Trends Corp (NHTC)
Primerica (PRI)

Reliv International (RELV)
Tupperware Brands Corp (TU P)

Correspondence between the FTC and any external parties related to the companies listed below. Please do not put
a time exclusion/limitation on the search for these companies.

Herbalife (HLF),

Nu Skin Enterprises (NUS)

USANA Health Sciences (USNA)

As discussed, for all the companies listed above, we are particularly interested in any correspondence or other
records related to discussion of the companies’ business practices.

We agree to pay fees of up to $300. Should the estimated fees exceed this amount, please contact me again.
Thank you for your help and please let me know if I can provide any further information.
Best,

Christine

Christine Muchanic
Special Situations



Height Analytics, LLC

1775 Pennsylvania Avenue NW, 11th Floor
Washington, DC 20006

Office: (202) 629-0038

Email: cmuchanic@heightanalytics.com
http://www.heightllc.com
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- HUNTON & WILLIAMS LLP
| IN I ONé";‘ 2200 PENNSYLVANIA AVENUE, NW
WILLIAMS WASHINGTON, D.C. 20037-1701

TEL. 202+ 955« 1500
FAX 202778 »2201

KYLFE SAMPSON
DIRECT DIAL: 202 » 955 » 1587
EMAIL: ksampson @ hunton.com

April 29, 2013 FILE NO: 78481.000004

FolA 2013- 00k 2|

Via Facsimile (202) 326-2477
Via E-mail FOIA @FTC.gov

Freedom of Information Act Request
Office of General Counsel

Federal Trade Conunission

600 Pennsylvania Avenue, N.W.
Washington, D.C. 20580

Re: FOIA Request for (1) Complaints, Inquiries, or Other Information Submitted to the
FTC Related to Certain Dietary Supplement Manufacturers and (2) FOIA Requests
Related to Such Complaints, Inquiries, and Other Information

Dear Sir or Madam:;

This is a request under the Freedom of Information Act (“FOIA™), S U.S.C. § 552, ¢t
seq. Hunton & Williams LLP hereby requests a copy of the following document(s):

1. Complaints, inquiries, or other information submitted to the Federal Trade
Commission (“FTC”) since January 1, 2007, and any exhibits or attachments to the
same, regarding the following dietary supplement manufacturers:

a. Herbalife International of America, Inc. and/or Herbalife International, Inc.;
b. Melaleuca, Inc.; and
c. Puritan’s Pride, Inc.

2. FOIA requests submitted to the FTC since January 1, 2007, regarding complaints,
inquiries, or other information about the above-listed dietary supplement
manufacturers, and the FTC’s responses to the same, if any.

Hunton & Williams LLP is prepared to pay the reasonable costs of search, review, and
duplication of the requested records; if you estimate that fees will exceed $1,000, please
contact me before proceeding. Hunton & Williams LLP requests that the FTC provide the

ATLANTA AUSTIN BANGKOK BEDING BRUSSELS CHARLUTTE DALLAS HOUSTON LONDON LOS ANGELES
McLEAN MIAMI NEW YORK NORFOLK RALEIGH RICHMOND SAN FRANCISCO TOKYO WASHINGTON

www hunton.com
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HUN’ION&"
WILLIAMS

Federal Trade Commission
April 29, 2013
Page 2

requested records in electronic format, to the above-referenced e-mail address. If you deny all
or any part of this request, please cite each specific FOIA exemption that justifies your denial
and notify me of appeal procedures available under the law.

Thank you in advance for your assistance. If you have any questions about this
request or require further information, please do not hesitate to contact me.

Sincerely,
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Bajorek, Rosemary

From:
Sent:

name
staddr
city
state
zipcode =
telno
faxno
email
coinfo
EdSciName

privatelawname

describe
medianame
money =
B13 =

Apache httpd <apache@hql-webdmz-s1.ftc.gov>
Tuesday, June 11, 2013 12:46 PM

Michelle Celarier

1 Nordica Drive IUN 11 2p1
Croton on Hudson )
NY

10520

9179710279

mcelarier@nypost.com
Letter from Cong. Linda Sanchez requesting FTC open an investigation into Herbalife

= News Media

= New York Post
Contact me if above $100
Submit







Kelly, Andrea

P—— S = I
From: Apache httpd <apache@hql-webdmz-s1.ftc.gov>
Sent: Monday, August 12, 2013 1:56 PM

OlA-20132-

name = Atossa P % D I Z L/‘ :}—
staddr = 3 times square FEDERAL TRADE COMMISSION
city = new york '
state = ny
zipcode = 10036
telno = Abrahamian
faxno =
email = atossa.abrahamian@thomsonreuters.com
coinfo = Dear FOIA officer,I'm writing to request records of all communication (emails, letters, call logs, text

messages, etc) on the subject of the direct-selling nutritional company Herbalife between the FTC and the following
groups or individuals:a. New York hedge fund manager William Ackman and all individuals working for or associated with
his firm, Pershing Square Capitalb. Representative Linda Sanchez (D-IL)and anyone working for her or with herc. The
National Consumer's Leagued. The Hispanic Federatione. Herbalife or any firms or individuals acting on behalf of
Herbalife. This includes the P.R. firm Joele Frank, the company's Board of Directors, any major shareholders in the
company, and investor Carl Icahn.Kindly expedite this request for news purposes. Given all the noise and uncertainty in
the media about Herbalife's products and business model, as well as the infighting among investors, we believe a
greater understanding of the FTC's actions with regard to the company are of great public interest.Call anytime if you
have questions.Thanks,Atossa Abrahamian

EdSciName =

privatelawname = 3 times square
describe = News Media
medianame = Thomson Reuters
money = Contact me if above $100

B13 = Submit



Chender, Julian M. W/ﬂ' '}013 - 0/@

From: Apache httpd <apache@hql-webdmz-s2 ftc.gov>
Sent: Saturday, August 31, 2013 9:43 AM

name = jeffrey gardner

staddr = (b)(6)

city = _

state = New York

zipcode = (b)(ﬁ)

telno = :

faxno =

email = |

coinfo = Wall Street journal article claims Prof. William (Bill) Keep of the College of New Jersey has sent a letter

on August 8th 2013 to the FTC regarding Herbalife in which he claims Herbalife lacks sufficient transparency for
consumers and investors to make this critical assessment. | would like to request a copy of this letter that was sent by
Professor Keep. | would also like a copy of the FTC's response sent to Proferssor Keep. | would like to request a copy of
letters sent to the FTC reqeusting that the FTC conduct an investigation of Herbalife from January 1 2012 through August
29 2013. I would also like to request a copy of all investigatory records the FTC has gathered with respect to Herbalife
from July 1 2012 through August 29 2013. Lastly, | would like to request a copy of FOIA requests submitted to the FTC
from July 1, 2013 through August 29 2013.

describe o Individual
EdSciName =
privatelawname =
medianame =

money = Up to $100

B13 = Submit



SOROS

Marshall P. Levine CONFIDENTIAL TREATEMENT

Soros Fund Management LLC REQUESTED BY
888 Seventh Avenue, 32nd Floor SOROS FUND MANAGEMENT LLC

New York, New York 10106
Tel (212) 320 5167

Fax (646) 731-5167
marshall.levine@soros.com

Fozh-dvld- 20955

September 30, 2013 FOIAT ;

Freedom of Information Act Request
Office of General Counsel

Federal Trade Commission

600 Pennsylvania Avenue, N.W.
Washington, D.C. 20580

Dear Sir or Madam:

I request records, regardless of format, medium, or physical characteristics,
including electronic records and information, pursuant to the Freedom of
Information Act, on:

e Any letters sent to the FTC from January 1, 2012 through
September 27, 2013 requesting an investigation into Herbalife and
any subsequent responses.

I ask that you treat this request and any identifying information as confidential
information pursuant to FOIA and vour related policies and procedures.

If it is your position that any portion of the requested records is exempt from
disclosure, I request that you provide an index of those documents as required by
Vaughn v. Rosen, 484 F.2d 820 (D.C . Cir. 1973), cert. denied, 415 U.S. 977
(1972). As you are aware, a Vaughn index must describe each document claimed as
exempt with sufficient specificity "to permit a reasoned judgment as to whether the
material is actually exempt under FOIA." Founding Church of Scientology v. Bell,
603 F.2d 945, 959 (D.C. Cir. 1979). Moreover, the Vaughn index must "describe
each document or portion thereof withheld, and for each withholding it must
discuss the consequences of supplying the sought-after-information." King v. US.
Dep 't of Justice, 830 F.2d 210,223-24 (D.C. Cir. 1987). Further, "the withholding
agency must supply ‘a relatively detailed justification, specifically identifying the
reasons why a particular exemption is relevant and correlating those claims with the
particular part of a withheld document to which they apply." Id. at 224, citing Mead
Data Central v. Us. Dep 't of the Air Force, 566 F.2d. 242,251 (D.C. Cir. 1977).

In the event some portions of the requested records are properly exempt from
disclosure, please disclose any reasonably segregable non-exempt portions in
accordance with 5 U,S.C. § 552(b). If it is your position that a document contains
non-exempt segments that are so dispersed throughout the document as to make

CONFIDENTIAL TREATMENT REQUESTED BY SOROS FUND MANAGEMENT LLC



CONFIDENTIAL TREATMENT REQUESTED BY SOROS FUND MANAGEMENT LLC

segregation impossible, please state what portion of the document is non-exempt
and how the material is dispersed throughout the documents. Mead Data Central,
566 F.2d at 261. Claims of non-segregablhty must be made with the same degree of
detail as required for claims of exemption in a Vaughn index. ifa request is denied
in whole, please state specifically that it is not reasonable to segregate portions of
the record for release.

We will be willing to pay up to $500 for the cost of responding to this request.
Please contact me if this amount is insufficient.

Thank you for your assistance.

Sincerel &
r
\—'//

arshall P. Levine, Analyst
Soros Fund Management, LLC

CONFIDENTIAL TREATMENT REQUESTED BY SOROS FUND MANAGEMENT LLC
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From: Reuben Miller <reuben.miller@parr-global.com>
Sent: Wednesday, January 29, 2014 1:43 PM

To: FOIA

Subject: MEDIA REQUEST: Herbalife communications

Hi there,

Can you please send me any communications (especially between Congress and the FTC, and any complainants and the

FTC) that relate to Herbalife.
Please let me know if you have any questions.

Thanks,
Reuben

ADDRESS:
405 Howard St., suite 310
San Francisco, CA 94105

Reuben Miller
Editor-at-Large

PaRR (Policy and Regulatory Report)
Competition Law — Global Intelligence

Tel: (415)249-0224
Maobile: (831)252-0071

Twitter: @ReubenMillerSF

www.PaRR-Global.com

A part of the Financial Times Group, a Pearson company

FEDERAL TRADE COMMiaa:
necmnm o

JAN 2 9 201

FOIA BRA
GENERAL GOUNGEL
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Wlthermgton, James .

From: Apache httpd <apache®hql-webdmz-sl.ftc.gov>
Sent: Tuesday, February 25, 2014 11:39 AM
FEDERAL TRADE COMMISS'"N
RECEIVED
name = Jeffrey R Gardner
staddr = ' FEB 25 2014
o= FOIA BRANCH
state =
sl GENERAL COUNSEL
telno =
faxno =
email = _ |
coinfo = Senator Ed Markey recently wrote a letter to Chairwoman Ramirez requesting that the FTC look into the

business practices of Herbalife http://www.markey.senate.gov/imo/media/doc/2014-1-22 Ramirez Herbalife.pdf and
also requesting a response from the FTC by February 28th. | am requesting a copy of the response sent by the FTC to the
office of Senator Markey. | am also requesting a copy of any correspondence that was exchanged between the FTC and
Senator Markey or members of his staff (including emails) from the period of Jan 1st 2014 through February 25th, 2014.
| would also like to request a copy of any information either in support of or against the letter's claim that a family in
Norton, MA lost $130,000. Mr Johnson (HERBALIFE CEO) recently wrote a letter to Senator Markey (
http://www.scribd.com/doc/208141372/Herbalife-response-to-Markey) stating that Herbalife was unable to find any
profiles within their databases that fit the alleged profile referenced in the letter, inferring that no such individual exists.
Thank you in advance for your assistance.

describe = Individual

EdSciName =
privatelawname
medianame =
money = Contact me if above 5200
B13 = Submit
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By Facsimile

FEDERAL TRADE COMMISSION

Freedom of Information Act Request RECEIVED
Office of General Counsel

Federal Trade Commission MAR 2 6 2014
600 Pennsylvania Avenue, N.W,

Washington, D.C. 20580 GENERAL COUNSH
(202) 326-2477

Re:  Freedom of Information Act Request: Request(s) for Investigative

Records or Consumer Complaints Regarding Pershing Square

Capital Management, L.P. and/or Herbalife and/or William (Bill)
Ackman

Dear Sir or Madam:

Pursuant to the Freedom of Information Act, 5 U.S.C. § 552, I request that
photocopies of the following records be sent to me at the above address:

All documents related to FOIA requests made between
June 5, 2013 and November 20, 2013 seeking investigative
records, consumer complaints and/or correspondence
regarding Pershing Square Capital Management, L.P.
and/or Herbalife and/or William (Bill) Ackman, including
all correspondence between the requester(s) and the FTC

related to the request(s).
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Office of General Counsel, Federal Trade Commission 2 -

On November 20, 2013, an anonymous person posted online a capy of a
letter dated June S, 2013 sent by U.S. Representative Linda T. Sanchez to FTC
Chairwoman Edith Ramirez. The letter is stamped as having been received on June 7
2013. A copy of the document posted online is enclosed with this letter (the “posted
letter”). The posted letter was posted on a blog located at http:/theskeptic21.blogspot.
com/2013/11/for-hire-bathroom-attendant-fine.html. Our request above includes any
correspondence in response to which a copy of the posted letter was sent by your office.

If you regard any of the records requested as exempt from disclosure, X
please segregate the nonexempt portions and release those. In addition, if any records or
portions thereof require internal review on the issue of exemption, please release any
immediately publicly releasable records (or portions thereof) first, pending such ;
determination. In the event of a denial to release any records, please include in your ¢
letter sufficient information to appeal the denial. In accordance with the minimum
requirements of administrative due process, this information should identify: (i) the
subject matter, originator, addressee, date and length of the withheld material, and (ii) the
legal and factual basis for the denial.

I agree in advance to pay search and copying fees up to $1,000. If you
expect the fees to exceed this amount, or if you need further explanation as to the nature
or scope of this request, please contact me at the telephone number above.

Thank you for your assistance with this request.

Very truly yours,

Udt Brafaan /75

Udi Grofman
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Edith Ramirez, Chatrwomans
Fedeout Trade Corission

600 Pennsylvania Avenue, NW
Washington, DC 20580

June 3, 2013

Blear Chalrwoman Ramirg:

P 4/4

AN OFFCE:

A3 HAVILAN BLILDUNG
PLASHRIGTON, DT 206148
12021 228-6676

PISTRICT DPFLE: -
1730% CRUSADER AVENUE !

[ am wriling to express my concern about the nparketing and busmaaa-p:écﬁm of Herbatits, Led.
In pamicular, I aa troubled by allegations that Shis company may e hanmisg consumers —

espenially those from our country’s mest vulngrable populations,

There have beea extensive roadia reports and allegations about Hevbelife’s business practioss.

Cn March 12, 2013, the Nations] Consoroers League wrott a letter teging the FTC fo conduct an : ;
Intvestigation fnto the possibility that Herbafife is a complex pyrumid schetne.’ Mare recently, on 4

day 17,2013, the Hispanic Federation also wrote 8 legter wrging an FTC investigption Both
groups have voired concsats ovar whether Herbalifo's distributors ave primsaiily incentivized by
reomniting others, or by selliag the Herbulifo product, Additionally, as the National Consumens
League e states, “Low-incorne constroees, as well as Afican-Ameticans end Hispanics, ware
found to be especinlly vulncrable @ pyramid-schemes masquerading as legitimate home-based

husiness ppoctanities.”

A 1 have Jearned more sbout this lasne fromy my constituents ind from outside groups, ¢ bealieve
it iz the Federal Trade Covamission’s (F1C) reaponsibility to exmaine thess ellegations. Given
the FTC's mivsion fo investigate claims of fraud auvd potentinl pyramid schemes, 1 encoungo you
to investigeke this matter. 1 hove confidence that such an investigaton will provide Qarity to

comsurgers and [ expeet you will aggressively pursue it in o timely manwer,

Vsaty Gre‘:nhara;?&ationa[ Consumars League to Edith Ramlves, Federal Trada Caremission, 35 Masch 20132,

hivp:/pweeer.ncinet erp/itages/ POF/ FTCOS20Letter® 20 niv 20 Her balife. pdf

? Josa Calderon, Hispanit Fedaration to Edith Ramires, Faderal Ywads Copumission, 17 Moy 2013,

fttpi/ e seribd, camfdon/ 142002 732 he-Honatablet dth-Ramires-FIC

A Saily Greenberg, NaHonal Contumers Laague 19 Edith Ramicer, Foderal Ti3da Comminsion, 13 Maich 2013,

i p/ v cines.org rmages/POE/FICH20LERer M200ny R0 terbalife pdf
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From: Apache httpd <apache@hql-webdmz-s2.ftc.gov>
Sent: Wednesday, August 28, 2013 2:54 PM
name = Michelle Celarier

staddr = 1 Nordica Drive

city = Croton on Hudson

state = NY

zipcode = 10520

telno = 9179710279 . i
faxno = :
email = mcelarier@nypost.com

coinfo = All letters to the FTC requesting an investigation of Herbalife

EdSciName =

privatelawname =

describe = News Media

medianame = New York Post

money = Up to $100

B13

Submit



Kellx, Andrea

From: Apache server <apache@hql-webdmz-s3.ftc.gov>
Sent: Saturday, September 14, 2013 3:03 PM
Fﬂ/%‘r*zo | 2~ 0 5l 4.
name = Michelle Celarier
staddr = 1 Nordica Drive CEDERAL TRADE CORMISION
city = Croton on Hudson revchAL FEJQESE!\;'EOMUI‘
state = NY
zipcode = 10520
telno = 917-971-0279
faxno = f
email = mcelarier@nypost.com GENERAL COUNSEL
coinfo = All letters with the word investigate or investigation and Herbalife(l made this request on Aug. 28, but |

know | did not receive all of the letters because you did not include some letters | already have. Please look again. )
EdSciName =
privatelawname =

describe = News Media
medianame = New York Post
money = Up to $100

B13 = Submit
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Law ergfurrmm s source for conswmer complaints

CIS COMPLAINT

Record 1 of 1

Reference Number |299333 10
Created Date 03/11/2011
Complaint Source |BBB AB Edmonton
Originator Reference Number |0027000 1639212
Contact Type |Comp1aint

Data Source |Organization
DNC? IN

Entered By IBBB-USER
Entered Date |03/11/2011
Updated By IBBBCNAB-USER
Updated Date 06/08/2012
Agency Contact |External Agency
Complaint Date 02/10/2011
Transaction Date |'

Consumer First Name |b(6)

Consumer Middle Name |'

Consumer Last Name |b(6)

Consumer Salutation |'

Consumer Address, Line 1 |b(6)

Consumer Address, Line 2 |b(6)

|C0nsumer Address, Line 3 }

|Consumer Address, City |LEFROY
Consumer Address, State Code |ON

Consumer Address, State Name

|Ontario, Canada

Consumer Address, Country Code

|CAN

Consumer Address, Country Name

|CANADA

Consumer Address, ZIP Code

[

Consumer Address, ZIP Code
Extension

Consumer Home Phone, Country
Code

Consumer Home Phone, Area Code

[b(6)




|Consumer Home Phone, Number

|b(6)

IConsumer Work Phone, Country Code |'

iConsumer Work Phone, Area Code

b(6)

lConsumcr Work Phone, Number

b(6)

|C0nsumer Work Phone, Extension

lConsumcr Fax, Country Code

|C0nsumer Fax, Area Code

lConsumer Fax, Number

iConsumer Cell Phone, Country Code

IConsumer Cell Phone, Area Code

[Consumer Cell Phone, Number

ey g S e Sy —— ——

IConsumer Email

b(6)

[Consumer Age range

[

|C0nsumer Military Status

[

IConsumer Military Station

[

!Consumer Complaining Company/Org |'

|C0mpany Name

|Online Business Solutions

iCompany Address, Line 1

[1139 117 St

iCompany Address, Line 2

[

|Company Address, Line 3

[

|Company Address, City |[EDMONTON
ICompany Address, State Code |AB

iCompany Address, State Name |A1berta, Canada
|C0mpany Address, Country Code |CAN

Company Address, Country Name |CANADA

Company Address, ZIP Code

[

Company Address, ZIP Code
Extension

ICompany Phone, Country Code

[Company Phone, Area Code

!Company Phone, Number

[Company Phone, Extension

!Company Email

[
[
[
[
[

[Company Website

|www.ucanw0rkath0m62.com

|C0mpany Rep First Name

ICompany Rep Middle Name

[Company Rep Last Name

!Company Rep Salutation

{Company Rep Comments

[
[
[
[
[




[Complaint Info Initial Contact Method }

,Complaint Info Initial Contact Date

[

Complaint Info Initial Response
Method

[Complaint Info Initial Response Date }

Complaint Info Amount Requested
Method

Complaint Info Amount Requested
Value

lComplaint Info Amount Paid Method *

[Complaint Info Amount Paid Value

[

’Complaint Info Product Service Code |4006

Complaint Info Product Service
Description

Business Opportunities\Work-At-Home
Plans

[Complaint Info Law Violation Code

[

Complaint Info Law Violation
Description

!Complaint Info Statute Code

[Complaint Info Statute Description

,Complaint Info Topic Code

’Complaint Info Topic Description

—— —— —r— ——

'Complaint Info Comments

Through OBS I ordered a kit, in late
September, for $450.00 on my Visa. In the
kit was manuals and Herbalife data and
products. I was told if I wasn't satisfied,
within 30 days, [ could return the manuals
and data and receive a full refund minus
delivery. At the time I was told that I didn't
have to return any Herbalife products to
receive my refund. (Unfortunately, this was
said over the phone so I have no back-up) I
decided against selling the products and
asked where to return manuals in order to
receive the refund. I was td]kmg to both

bac to Herbahfe and to return the OBS
manuals to the address they came from. I
included my name, phone number and that [
was returning for refund, in each package.
Items were delivered on Oct.20th, 2010 and
I supplied Canada Post tracking numbers for
proof. I was later informed, by {(b)(6
I was supposed to send remaining Herbalife
products back, as well, in order to receive
full refund. She said I would still get a




refund but less products. It cost me another
$30.00 to return everything and I have yet to
see a refund I have been e- md:]mg back and

trymg her best to ) oet my refund and has no
idea what the holdup is. No reaponse to my

Comments: | would like to see a refund of
$450.00 less delivery as I would have had
no problem sending everything back had I
known but will be happy to see anything'

Complaint Info CRA Dispute Flag

[

Complaint Info CRA Dispute 45 Days |

Flag - FOIA only




As a Consumer Sentinel Network member, you must properly protect any information printed, downloaded,
or otherwise removed from the Network as stated in OMB Memo M-06-16. Please delete or destroy this
information within 90 days unless its use is still required for law enforcement purposes. When destroying
the information you should burn, pulverize, or shred the information saved in paper format and destroy or
erase information that has been saved electronically so that it cannot practicably be read or reconstructed.
Proper erasure of electronic information must include the overwriting or "wiping" of the information from
the electronic media on which it is stored.

_,‘lﬂl,

Provided by the Federal Trade Commission



UNITED STATES OF AMERICA

FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

OFFICE OF THE SECRETARY

November 1, 1991

Steven J. Klearman, Esquire
50 West Liberty Street, Second Floor
Reno, Nevada 89501

Re: Request of Yarnell Enterprises, Inc. for Commission
Review of the Denial of its Petition to Quash
Specification Number 3 of Civil Investigative Demand;
File No. 912-3071

Dear Mr. Klearman:

The Commission has considered: (a) the Petition to Quash
Specification Number 3 of the Civil Investigative Demand and the
supporting materials that you filed on behalf of Yarnell
Enterprises, Inc. (”Petition”); (b) the October 25, 1991 letter
ruling by Commissioner Owen denying the Petition; (c) your
request for Commission review filed October 29, 1991, the
Supplement thereto and Request for Stay, and accompanying
Memorandum of Points and Authorities filed on October 31, 1991;
(d) the civil investigative demand specification at issue; and
(e) the transcript from the October 15, 1991 hearing on the
Petition.

The Commission has determined that your request for full
Commission review does not raise any new facts or issues. Upon
review of all the materials noted above, including the October 25
ruling, the Commission has determined that the Petition was
properly denied for the reasons stated in the ruling.

Accordingly, the full Commission concurs with and hereby
adopts the October 25, 1991 letter ruling in this matter. The
Commission has also determined to deny your request for a stay of
the November 4 return date specified in the October 25 ruling for
compliance with the CID. Yarnell Enterprises, Inc. is directed
to comply with the civil investigative demand by November 4,
1991.

By direction of the Commission.

Droalil 8. Chto.

Donald S. Clark
Secretary



DOC.#: B114330 Commission response denying Yarnell Enterprises,
Inc.'s petition for full Commission review of
the denial of its petition to quash
specification 3 of CID.
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OFFICE OF PUBLIC AFFAIRS
COMMERCE CLEARING HOUSE
DIRECTOR
FOIA/PA

GENERAL COUNSEL

Commissioner Azcuenaga
Chairman Steiger
Commissioner Owen
Commissioner Starek
Commissioner Yao

IMB-IRIS

DONALD S. CLARK, SECRETARY

PHYLLIS JOHNSON

EXTRA COPY OF DOC TO H-240

The documents were mailed and documents were distributed
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SIGN -> DATE ->
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June 10, 1994

Secretary, Federal Trade Commission
Washington D.C.20580

To whom it may concern,

As per instructions from Ms. Rose Toufexis, attorney at the Division of Enforcement for the
Federal Trade Commission, I am enclosing only a copy of the compliance report. Due to the
large amount of exhibits that are referenced in the report (over 250 pounds), Ms. Toufexis
suggested that I send only one copy of the exhibits directly to her.

If you have any questions, please call me at (801) 345-3828.

Sincerely,

=

-

/ N
oe Zeidner

Nu Skin International Inc.
Legal Counsel

NU SKIN INTERNATIONAL, INC. » 75 WEST CENTER STREET * PROVO » UTAH + 84601 « BOI 345-1000 « Fax 801 345-2850



UNITED STATES OF AMERICA
BEFORE FEDERAL TRADE COMMISSION

In the Matter of

NU SKIN INTERNATIONAL INC.,
CJM, INC.,
CST MANAGEMENT, INC.,
CK&C, INC.,

corporations,
CLARA MCDERMOTT, FILE NO. 912 3071
individually and as an officer
and director of CJM, Inc., COMPLIANCE REPORT
CRAIG TILLOTSON,
individually and as an officer
and director of CST Management, Inc.,
and

CRAIG BRYSON,
individually and as an officer
and director of CK&C, Inc.

i i . I S

Nu Skin International Inc., CIM, Inc,. CST Management Inc., and CK&C, Inc.,
corporations; Clara McDermott, individually and as an officer and director of CIM, Inc.,;
Craig Tillotson, individually and as an officer and director of CST Management, Inc.; Craig
Bryson, individually and as an officer and director of CK&C, Inc., (hereafter referred to as
"Respondents") pursuant to the Agreement Containing Consent Order to Cease and Desist
(hereafter referred to as "Order") hereby submit this Compliance Report (hereafter
"Report").

Pursuant to Part I of the Order, Respondents have ceased and desisted from:

A. Representing, in any manner, directly or by implication, in connection with the
advertising, packaging, labeling, promotion, offering for sale, sale or
distribution of Nutriol Hair Fitness Preparation (hereafter "Nutriol"), or any
substantially similar hair loss treatment product or service in or affecting
commerce that:

1. the use of the product or service can or will stop, prevent, cure,
relieve, reverse or reduce hair loss;



2. the use of the product or service can or will promote the growth of hair
where hair has already been lost;

X the product or service is as effective as, or more effective than, the
prescription drug Minoxidil in the treatment of hair loss; or

4, competent and reliable data show that the product or service is effective
in stopping hair loss and promoting hair growth.

Furthermore, to ensure that such representations are not made in the future, Respondents
have:

B. Included in the corporate Policies and Procedures, beginning in 1986 to
present, the following language: (The year represented by the Policies and
Procedures and the corresponding text for each version of the Policies and
Procedures 1s set forth below.)

1. April 1986 - " XXIX. PRODUCT CLAIMS Nu Skin products are
subject to various state and federal regulations with respect to product
claims and labeling, and no product claims not set forth in official
Company literature may be made. Nu Skin Distributors must represent
Nu Skin products ethically. No representations or sales offers shall be
made relating to Nu Skin products which are not accurate and truthful
as to price, grade, quality, performance, and availability. No
Distributor shall make any medical claim for any Nu Skin product.
Distributors must never in any way prescribe Nu Skin products for use
for any specific condition except that it is intended to improve personal

appearance.

2. August 1986 - "XVIII. PRODUCT CLAIMS Nu Skin products are
subject to various state and federal regulations with respect to product
claims and labeling, and no product claims not set forth in official
Company literature may be made. Nu Skin Distributors must represent
Nu Skin products ethically. No representations or sales offers shall be
made relating to Nu Skin products which are not accurate and truthful
as to price, grade, quality, performance, and availability. No
Distributor shall make any medical claim for any Nu Skin product.
Distributors must never in any way prescribe Nu Skin products for use
for any specific condition except that it is intended to improve personal
appearance. "

3. July 1991 - "SECTION 18. PRODUCT CLAIMS Distributors may
make only product claims and representations found in the literature



distributed by Nu Skin. The majority of Nu Skin products fall under
cosmetic classifications set forth by the U.S. Food and Drug
Administration (FDA). The FDA regulates and oversees the production
and sale of cosmetic products to assure their safety and proper
representation to the public. The FDA also has labeling and packaging
standards with which Nu Skin must comply. A Distributor may
represent that Nu Skin products are safe to use and are intended to
improve personal appearance. A Distributor may not make any
medical claim for any Nu Skin product nor specifically prescribe any
Nu Skin product as suitable for any specific ailment, as that type of
representation implies the products are drugs rather than cosmetics.
Under no circumstance should Nu Skin products be likened to drug
products prescribed for the treatment of specific ailments. All product
claims and representations must be the same as those found in the
current literature distributed by Nu Skin.

SECTION 19. GENERAL BUSINESS ETHICS A Distributor may
not make unfair or inaccurate comparisons, or disparaging statements
about other network marketing companies. A Distributor may not
make disparaging representations about specific competitors’ products. "

November 1991 - "Section 18 Product Claims. Distributors may
make only product claims and representations found in the literature
distributed by Nu Skin. The majority of Nu Skin products fall under
cosmetic classifications set forth by the U.S. Food and Drug
Administration (FDA). The FDA regulates and oversees the production
and sale of cosmetic products to assure their safety and proper
representation to the public. The FDA also has labeling and packaging
standards with which Nu Skin must comply. A Distributor may
represent that Nu Skin products are safe to use and are intended to
improve personal appearance. A Distributor may not make any
medical claim for any Nu Skin product nor specifically prescribe any
Nu Skin product as suitable for any specific ailment, as that type of
representation implies the products are drugs rather than cosmetics.
Under no circumstances should Nu Skin products be likened to drug
products prescribed for the treatment of specific ailments.  All product
claims and representations must be the same as those found in the
current literature distributed by Nu Skin.  While Nu Skin makes every
effort to achieve full compliance with complicated and periodically
amended FDA regulation, no Distributor should state or intimate that
any Nu Skin product is approved by the FDA. The FDA does not
require or grant specific approval for individual cosmetic products.
Section 19 General Business Ethics Each Distributor agrees that
he/she will not make, by any means, misleading, unfair, inaccurate, or



disparaging comparisons, claims, representation or statements about
other persons (including competitors), companies, their products, or
their commercial activities. Each Distributor also agrees that he/she
will not make unfair, misleading or inaccurate claims about Nu Skin,
Nu Skin products or the commercial activities of Nu Skin. "

April 1992 - "Section 19 Product Claims Independent Distributors
may make only product claims and representations found in the
literature distributed by Nu Skin. The majority of Nu Skin products
fall under cosmetic classifications set forth by the U.S. Food and Drug
Administration (FDA). The FDA regulates and oversees the production
and sale of cosmetic products to ensure their safety and proper
representation to the public. The FDA also has labeling and packaging
standards with which Nu Skin must comply. An Independent
Distributor may represent that Nu Skin products are safe to use and are
intended to improve personal appearance. An Independent Distributor
may not make any medical claim for any Nu Skin product nor
specifically prescribe any Nu Skin product as suitable for any specific
ailment, as that type of representation implies the products are drugs
rather than cosmetics. Under no circumstances should Nu Skin products
be likened to drug products prescribed for the treatment of specific
ailments. All product claims and representations must be the same as
those found in the current literature distributed by Nu Skin. While Nu
Skin makes every effort to achieve full compliance with complicated
and periodically amended FDA regulation, no Independent Distributor
should state or intimate that any Nu Skin product is approved by the
FDA. The FDA does not require or grant specific approval for
individual cosmetic products.

Section 20 General Business Ethics Each Independent Distributor
agrees that he/she will not make, by any means, misleading, unfair,
inaccurate, or disparaging comparisons, claims, representations, or
statements about other persons (including competitors), companies,
their products or their commercial activities. Each Independent
Distributor also agrees that he/she will not make unfair, misleading, or
inaccurate claims about Nu Skin, Nu Skin products or the commercial
activities of Nu Skin. "

August 1992 - "Section 18 Product Claims Distributors may make
only product claims and representations found in the literature
distributed by the Company. Many products fall under cosmetic
classifications set forth by the U.S. Food and Drug Administration
(FDA). The FDA regulates and oversees the production and sale of
cosmetic products to assure their safety and proper representation to the
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public. The FDA also has labeling and packaging standards with which
the Company must comply. A Distributor may represent that products
are safe to use and are intended to improve personal appearance. A
Distributor may not make any medical claim for any product nor
specifically prescribe any given product as suitable for any specific
ailment, as that type of representation implies the products are drugs
rather than cosmetics or nutritionals. Under no circumstances should
these products be likened to drug products prescribed for the treatment
of specific ailments. All product claims and representations must be
the same as those found in the current literature distributed by the
Company. While the Company makes every effort to achieve full
compliance with complicated and periodically amended FDA
regulation, no Distributor should state or intimate that any product is
approved by the FDA. The FDA does not require or grant specific
approval for individual cosmetic or nutritional products. Section 19
General Business Ethics Each Distributor agrees that he/she will not
make, by any means, misleading, unfair, inaccurate, or disparaging
comparisons, claims, representations or statements about other persons
(including competitors), companies, their products, or their commercial
activities. Each Distributor also agrees that he/she will not make unfair,
misleading or inaccurate claims about the Company, products or the
commercial activities of the Company. "

Also, beginning in December 1985, Nu Skin International Inc. issued
statements regarding product claims in its various magazines and newsletters,
informing distributors about the importance of making accurate, company
approved product claims. The following list summarizes the information
published to distributors regarding product claims. Copies of each of these
articles are included as Exhibits la. thru 1k.

Nu Skin News, Vol. I Number 7 - December 1985
"Nutriol - What Do I Say?"
-this article informs distributors of the company approved claims
regarding Nutriol.

Nu Skin News, February 1986 Issue
"NUTRIOL TAKES THE NATION BY STORM"
-"The company continues to encourage its independent
distributors of the product to market it and other Nu Skin
products by making only company approved claims.
Speculation as to extra cosmetic benefits derived from the use of
Nutriol are unfounded and should not be reiterated by any
distributors in marketing Nutriol."




Nu Skin News, Holiday Issue - December 1986
"IMPORTANT NOTE ON PRODUCT CLAIMS:"
-distributors may not make claims which extend beyond those
contained in company literature.
-it has come to the company’s attention that in the past there
have been various promotional materials developed by some
distributors that extend beyond company claims.
-specific claims about Nutriol have been made (i.e., hair
growth, reduce hair loss, etc.) which violate Nu Skin policies
and procedures.
-no comparisons between Nutriol and other products which are
reputed to grow hair.
-violations are committed at the risk of loss of distributorships.
Several distributorships have already been terminated for these
reasons.

Executive Flash, May 1989
-no inaccurate earnings representations are allowed.
-distributors encouraged to use only company produced sales
aids. Independently produced sales aids making improper
claims violate company policies and jeopardize distributorships.
-only product and business claims contained in company
literature are permissible.

"Letter to Dear Executive or Qualifying Executive (August 1989):"
-FDA has released a statement that baldness prevention or hair
growth claims are inappropriate for any product not approved by
the FDA.
-some distributors will need to make adjustments to insure that
their claims conform with company policies.
-NSI does not claim that their products promote hair regrowth
or prevent baldness. NSI discourages distributors from making
such claims.

Executive Flash, October 1989
-only NSI distributed sales aids may be used to promote the Nu
Skin products or business opportunity, effective immediately.

Nu Skin News, Vol. 4 Number 7 - December 1990
-all product claims and representations need to be consistent
with those in the official literature distributed by the company.




Executive Flash, August 1991
-articles in "Muscle Training Illustrated" and "Fitness Plus"
concerning Nutriol preventing baldness and stimulating hair
growth were not solicited or approved by the company. Using
these articles to promote Nutriol violates company policies.

Executive Flash, October 1991
-all independent sales aids must be reviewed by Nu Skin.

Executive Flash, December 1991
-"Nutriol Women’s Brochure" discontinued because it contained
information considered to be drug claims by the FDA.

Executive Flash, February 1992
-disciplinary procedures (NSI P&P, Section 6) published to the
distributors.

D. Enclosed as Exhibits 2 through 11 are copies of all advertising, packaging,
labeling, and promotion for Nutriol, which is the only Hair Fitness Preparation
offered by Respondents. Pursuant to Order Part I (B) 1-4, the enclosed
material as set forth in Exhibits 2 through 11 do not represent that:

N the use of the product or service can or will stop, prevent, cure,
relieve, reverse of reduce hair loss;

2. the use of the product or service can or will promote the growth of hair
where hair has already been lost;

3. the product or service is as effective as, or more effective than, any
other product or service in the treatment of hair loss; or

4, competent and reliable data show that the product or service is effective
in stopping hair loss and promoting hair growth.

E. Nutriol is not a product subject of an approved new drug application for such
purpose under the Federal Food, Drug, and Cosmetic Act, 21 U.S.C. Section
301.

Pursuant to Part IT of Order, Respondents have ceased and desisted from:

F. Representing, in any manner, directly or by implication, in connection with the
advertising, packaging, labeling, promotion, offering for sale, sale or
distribution of Face Lift with Activator (hereafter "Face Lift"), or any



substantially similar facial treatment product or service in or affecting
commerce that:

I the use of the product or service can or will permanently remove facial
wrinkles; or

2. the product or service is as effective as, or more effective than, the
prescription drug Trentinoin (Retin-A) in the removal of facial
wrinkles.

Furthermore, to ensure that such representations are not made in the future, Respondents
have:

G. Included in the corporate Policies and Procedures, beginning in 1986 to
present, the following language: (The year represented by the Policies and
Procedures and the corresponding text for each version of the Policies and
Procedures is set forth previously on page two (2) of this report, paragraphs
B. (1) through B.(6).)

H. Enclosed as Exhibits 12 through 17 are copies of all advertising, packaging,
labeling, and promotion for Face Lift which is the only facial treatment
product offered by Respondents. Pursuant to Order Part II (B) 1-2, the
enclosed material as set forth in Exhibits 12 through 17 do not represent that:

Iy the efficacy of the product or service in the treatment of facial
wrinkles; or;
2. that the product or service is as effective as, or more effective than,

any other product or service in the treatment of facial wrinkles.

Pursuant to Part III of the Order, Respondents have ceased and desisted from:

A. Representing, in any manner, directly or by implication, in connection with the
advertising, packaging, labeling, promotion, offering for sale, sale or
distribution of Celltrex or any substantially similar skin treatment product or
service in or affecting commerce that:

1. the product or service will promote the healing of third degree burns.

Furthermore, to ensure that such representations are not made in the future, Respondents
have:

B. Included in the corporate Policies and Procedures, beginning in 1986 to
present, the following language: (The year represented by the Policies and



Procedures and the corresponding text for each version of the Policies and
Procedures is set forth previously on page two (2) of this report, paragraphs
B. (1) through B.(6).)

Ci Enclosed as Exhibits 18 through 20 are copies of all advertising, packaging,
labeling, and promotion for Celltrex which is the only skin treatment product
offered by Respondents. Pursuant to Order Part III (B), the enclosed material
as set forth in Exhibits 18 through 20 do not represent that:

1. the product or service will promote the healing of, or is otherwise an
effective treatment for burns.

Pursuant to Part IV of the Order, Respondents have ceased and desisted from:

A. Making any representation, directly or by implication, regarding the
performance, benefits, efficacy or safety of any food, drug, or device, as those
terms are defined in Section 15 of the Federal Trade Commission Act, 15
U.S.C. Section 55, except for those representations based upon competent and
reliable scientific evidence which respondents possess and which substantiates
the representation.

l. Enclosed as Exhibits 21 through 104(D) are copies of all advertising,
packaging, labeling, and promotion for any food, drug, or device, as
those terns are defined in Section 15 of the Federal Trade Commission
Act, 15 U.S.C. Section 55, offered by Respondents.

B. Making any representation, directly or by implication, regarding the
performance, benefits, efficacy or safety of any product or service, except for
those representations based upon competent and reliable scientific evidence
which respondents possess and which substantiates the representation.

I Enclosed as Exhibits 105 through 192 are copies of all advertising,
packaging, labeling, and promotion for any product or service (other
than a product or service covered under Part IV.A. of Order), offered
by Respondents.

Pursuant to Part V of the Order, Respondents have ceased and desisted from:

A. Misrepresenting , in any manner, the past, present, or future profits, earnings,
income, or sales from such participation; and

B. Representing, in any manner, directly or by implication, by use of hypothetical
examples or otherwise, that distributors earn or achieve from such
participation any stated amount of profits, earnings, income, or sales in excess



of the average profits, earnings, income, or sales of all active distributors in
any time period respondents may select, unless in conjunction therewith such
average profits, earnings, income, or sales are clearly and conspicuously
disclosed, and the percent of all distributors who actually achieved such stated
profits, earnings, income, or sales in such time period are clearly and
conspicuously disclosed.

Furthermore, to ensure that such representations of past, present, or future profits, earnings,
income, or sales from such participation are adequately and fairly disclosed, Respondents
have instituted a process to disclose this information as follows:

C.

Any person is free to call the Communications Department of Nu Skin
International Inc. at any time and request a complete list of the commission
earnings of the average active distributor at each level. When such a request
is made, Respondents policy is to give out the entire spectrum of average
earnings for all levels of active distributors.

When such a request is made, the communications representative accesses the
data from the Sequoia database and gives the person the average commission
amount for each level of active Nu Skin International Inc. independent
distributors for the previous month. This information is updated monthly to
reflect the previous month’s activity. The communications representative also
discloses the percent of active distributors who earn which amounts and have
attained which level as an independent distributor during the previous month.
For convenience purposes, a copy of one such report is included as Exhibit
193.

Furthermore, each new distributor receives a Nu Skin starter kit. Within this
kit is a letter addressed to every new distributor explaining the Policies and
Procedures of Nu Skin International Inc. including the requirement that
distributors not make unreasonable, untrue, misleading, or unrepresentative
earnings claims or guarantees. Also, distributors are made aware that they
may not exhibit actual or facsimile bonus checks. However, distributors are
told that they may receive information about earnings of independent
distributors by calling the Communications department as set forth above. A
copy of those letters are included as Exhibits 194 through 198.

Included in the corporate Policies and Procedures, beginning in 1986 to
present, the following language: (The year represented by the Policies and
Procedures and the corresponding text for each version of the Policies and
Procedures is set forth below.)

1 July 1991 - "Nu Skin Distributors are independent entrepreneurs who
may establish their own retail prices for products. A Distributor must
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represent the Nu Skin products and opportunity ethically and
professionally. No representations or sales offers may be made relating
to Nu Skin products which are not accurate and truthful as to price,
grade, quality, performance, and availability. No unreasonable,
misleading, or misrepresentative earnings representations, claims may
be made. No income guarantees of any kind may be made. Exhibiting
actual or photocopied Bonus checks is prohibited. "

2. November 1991 - "Nu Skin Distributors are independent entrepreneurs
who may establish their own retail prices for products. A Distributor
must represent the Nu Skin products and opportunity ethically and
professionally. No representation or sales offers may be made relating
to Nu Skin products which are not accurate and truthful as to price,
grade, quality, performance, and availability. No unreasonable,
misleading or unrepresentative earnings representations, claims may be
made. No income guarantees of any kind may be made. Exhibiting
actual or facsimile bonus Checks is Prohibited. "

3 April 1992 - An Independent Distributor must represent the Nu Skin
products and opportunity ethically and professionally. No
representation or sales offers may be made relating to Nu Skin products
which are not accurate and truthful as to price, grade, quality,
performance, and availability. No unreasonable, misleading, or
unrepresentative earnings representations or claims may be made. No
income guarantees of any kind may be made. Exhibiting actual or
facsimile Bonus checks is prohibited.

4. August 1992 - A Distributor must represent the products and
opportunity ethically and professionally. No representation or sales
offers may be made relating to products which are not accurate and
truthful as to price, grade, quality, performance, and availability. No
unreasonable, misleading or unrepresentative earnings representations,
claims may be made. No income guarantees of any kind may be made.
Exhibiting actual or facsimile bonus Checks is Prohibited."

Pursuant to Part VI of the Order, Respondents have:

A. Within 30 days of the effective date of Order, delivered a dated and signed
notification letter in the from set forth in Appendix A of Order to each of its
current officers, agents, representatives, employees and distributors. A signed
acknowledgement that Nu Skin International Inc. delivered a dated and signed
notification letter in the form set forth in Appendix A of Order to each of its
current officers, agents, representatives, employees and distributors is attached
as Exhibit 199,
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B. Constructed a program whereby, for a period of five (5) years from the
effective date of Order, all future officers, agents, representatives, employees
and distributors will receive a signed notification letter in the form set forth in
Appendix A of Order. Said persons will receive copy of within three (3) days
of the date the person assumes such position. The process to ensure this
future notification is as follows:

Is The Assistant Director of Distributor Affairs of the Distributor Services
Department, and the Inventory Planner of the Purchasing Department
will work together and will jointly be responsible for assuring that all
starter kits sent out to new distributors include the signed notification
letter in the form set forth in Appendix A of Order for five (5) years
from the effective date of Order.

2. Copies of the notification letter will be printed and tracked by Nu Skin
International Inc. They will then be sent for warehousing and assembly
at the Salt Lake City Franklin Quest Inc. warehouse.

3. Each starter kit will be assembled at the Salt Lake City, Utah, Franklin
Quest Inc. warehouse. A Member of the Nu Skin International Inc.
marketing team will provide quality checks to assure that the
notification letter appears in all starter Kits.

4. Each fiscal quarter, new starter kits will be assembled and sent to the
Nu Skin International Inc. warehouse in Provo, Utah where they will
be stored until sold.

3. The notification letter will appear as a 8 1/2 by 11 size sheet and will
be placed in each starter kit which will go to every new distributor.

£ Constructed and implemented a program of continuing surveillance adequate to
reveal whether the practices of each person described in Part VI A. and B. of
Order are conforming to said Order. This program includes prompt
investigation of complaints about any such person received by Respondents and
maintenance of records of the investigation and disposition of the complaint.
These records are kept indefinitely within the company document retention
system. A detailed description of the aforesaid program of surveillance,
investigation and disposition is set forth as follows:

E, The responsibility for surveillance of the distributor force and
investigation of complaints is conducted by the legal liaison. The
findings of the legal liaison are then reported to the distributor
discipline committee. The processes that the legal liaison and
distributor discipline committee employ are as follows:
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The legal liaison is responsible for managing investigations and
evidence gathering on distributorships whose business activities
may be questionable. The objective of the legal liaison is to
ensure that distributor activities are in compliance with the Nu
Skin Policies and Procedures, to which the distributors are
contractually bound. An investigation may be opened on a
distributorship after a complaint is filed by another distributor or
after a possible violation is discovered in house by observations
from communications representatives, or other company
personnel. Complaints, observations, and other remarks which
describe potentially inappropriate behavior are logged into the
distributor’s account on the Sequoia database system and a file
is created for each individual. Evidence is then gathered and
reviewed which may either support or refute the suggestion of a
potential violation. This information is added to the file.
Evidence produced by the investigation may indicate probable
cause that a violation of the policies has taken place. In such
case, a letter is sent to the Distributor which describes the
alleged violation and asks the Distributor to provide his or her
version of the facts. The company asks the distributor to
furnish this information within ten working days. When
evidence verifies that a violation of the Policies has taken place,
a meeting of the Distributor Discipline Committee (DDC) is
held. The meeting is attended by representatives from the
following Nu Skin Departments: Legal, Communications,
Distributor Services and occasionally Promotions and
Commissions. The DDC meeting is a tribunal for the offending
distributorship. The DDC is responsible for determining the
appropriate action to be taken to bring the offending
distributorship back into compliance with the Policies. Often,
the DDC deems it necessary to impose penalties on
distributorships. Penalties and sanctions assessed on distributors
are based on system of precedent which has been established
over the course of years in dealing with effective methods of
distributor discipline. Sanctions imposed by the DDC may
include and educational letter, probation of the distributorship,
placing a hold on the distributorship, withholding commissions
for a specified period of time, imposing fines or penalties, or
termination of the distributorship. The type of sanction used is
based upon the severity of the offense, the past history of the
alleged violator, and the level the distributor has achieved
(higher levels requiring more responsibility on the part of the
distributor). The legal liaison oversees the enforcement of the
decision of the DDC. These decisions are documented and
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logged into the distributor’s files, which are kept by the Legal
Department. The distributor’s communication representative 18
then notified of the decision so the distributor’s ongoing
activities can be monitored. The Legal Department file system
contains records of every action taken by the Company against
any distributorship established since the Company was founded.
Currently there are over 1700 files which document any possible
policy violation by a distributor including ordering under
another person’s account, false product claims, earnings
representations, pre-networking violations and advertising
violations.

If a distributor does not cease and desist from violating the Policies and
Procedures, or if a distributor continues to engage in acts or practices
prohibited by Parts I.A., II.A. or III.A. of Order, after having received
notification by Respondents to cease and desist, Nu Skin International Inc. will
then terminate that person’s distributorship and cease dealing with that person.

Pursuant to Part VII of Order, CIM, Inc., CST Management, Inc., CK&C, Inc., Clara
McDermott, Craig Tillotson and Craig Bryson have:

A.

Within (30) days from the effective date of Order delivered a dated and signed
notification letter in the form set forth in Appendix A of Order to each of their
officers, agents, representatives, employees, and present distributors other than
those persons whom Nu Skin International Inc. is required to notify pursuant
to part VI. A and B. of Order.

Created a process whereby for a period of five (5) years from the effective
date of Order they will deliver a dated and signed notification letter in the
form set forth in Appendix A of Order to each of their future officers, agents,
representatives, employees, and distributors who are engaged in the
advertising, promotion, offering for sale, sale or distribution of any food,
drug, device or cosmetic within the meaning of Section 15 of the Federal
Trade Commission Act, 15 U.S.C. Section 55, or who are engaged in any
multilevel marketing plan or business, other than those persons whom Nu Skin
is required to notify pursuant to part VI.A and B of Order. This notification
will be accomplished within three (3) days after the person assumes such
position.

A signed acknowledgement that CJM, Inc., CST Management, Inc., CK&C,
Inc., Clara McDermott, Craig Tillotson and Craig Bryson have delivered a
dated and signed notification letter in the form set forth in Appendix A of
Order to each of their officers, agents, representatives, employees, and present
distributors other than those persons whom Nu Skin International Inc. is
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required to notify pursuant to part VI.A. and B. of Order. The signed
acknowledgement also states that CIM, Inc., CST Management, Inc., CK&C,
Inc., Clara McDermott, Craig Tillotson and Craig Bryson have created a
process whereby for a period of five (5) years from the effective date of Order
they will deliver a dated and signed notification letter in the form set forth in
Appendix A of Order to each of their future officers, agents, representatives,
employees, and distributors who are engaged in the advertising, promotion,
offering for sale, sale or distribution of any food, drug, device or cosmetic
within the meaning of Section 15 of the Federal Trade Commission Act, 15
U.S.C. Section 55, or who are engaged in any multilevel marketing plan or
business, other than those persons whom Nu Skin is required to notify
pursuant to part VI.A and B of Order. This signed acknowledgement is
enclosed as Exhibits 200-202.

Pursuant to Part VIII of Order, Respondents have produced this Report within sixty days of
the service of Order. This written Report sets forth in detail the manner in which
Respondents are complying with Order.

Pursuant to part XI of Order, Respondents have created and maintain a file which includes:

A.

All materials which come into Respondents possession from a distributor or
any other source that were relied upon in disseminating any representation
covered by Order

All tests, reports, studies, surveys, demonstrations, or other evidence in
Respondents possession or control that contradict, qualify, or call into question
such representations, or the basis relied upon for such representations,
including complaints from consumers.

This file is maintained in the Legal Department file room containing this
information.

Pursuant to Part XII of Order, Nu Skin International Inc. has:

A.

Paid the Federal Trade Commission Regional Director, 55 East Monroe Street,
Suite 1437, Chicago, I11. 60603 on or about April 28, 1994, check number 61-
305478740 drawn on Zions First National Bank in the amount of One Million
Dollars ($1,000,00). A copy of the check is enclosed as Exhibit 203.

Pursuant to Part XIII of Order, CIM, Inc., CST Management, Inc., CK&C, Inc., Clara
McDermott, Craig Tillotson and Craig Bryson have:
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A. Paid the Federal Trade Commission Regional Director, 55 East Monroe Street,
Suite 1437, Chicago, Ill. 60603 on or about April 28, 1994, check numbers as

follows

1: For CJM Inc. and Clara McDermott, drawn on Zions First National
Bank in the amount of Seventy-Five Thousand Dollars ($75,000), check
number 8287. A copy of the check is enclosed as Exhibit 204.

2. For CST Management Inc. and Craig Tillotson, drawn on Key Bank in
the amount of Seventy-Five Thousand Dollars ($75,000), check number
51005708. A copy of the check is enclosed as Exhibit 205.

3. For CK&C Inc. and Craig Bryson, drawn on Zions First National Bank
in the amount of Seventy-Five Thousand Dollars ($75,000), check
number 61-305475726. A copy of the check is enclosed as Exhibit
203.

SIGNED this I{Q*—a‘—- day of June, 1994.

NU SKIN INTERNATIONAL, INC.
a corporation

pv:  Wellnd D. Smdl

MICHAEL D. SMITH, General Cousel
75 West Center Street
Provo, Utah 84601

CJM, INC.
a corporation

BY: A—/Iwéa O

ES MCDERMOTT, President
1 S
Sa

East 3300 Sout
It Lake City, Utah 84106

Nn

CLARA MCDERMOTT, individually and as an
officer and director of CJM, Inc.
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BY:

BY:

CST MANAGEMENT, INC.
a corporation

_/ \ e A 7
/ ‘7

7
F e - i
( Ze*9 AT

7/ £ A

CRAIG TILLOTSON, President
11 Northridge Way
Sandy, Utah 84092

CK&C, INC.
a corporation

CRA RVS@‘N, resident
38 erwood Dfive
Provo, Utah 84604
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UNITED STATES OF AMERICA

FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

OFFICE OF THE SECRETARY

June 16, 1994

Joe Zeidner

Legal Counsel

Nu Skin International Inc.
75 West Center Street
Provo, Utah 84601

Re: Nu Skin International Inc.
Docket No. C-3489

Dear Mr. Zeidner:

The Commission has received the communication dated
June 10, 1994, which you have filed as Nu Skin International
Inc.'s report of compliance in accordance with the order in this
matter. The compliance report has been forwarded to the
attention of appropriate members of the Commission staff.

I1f you have questions regarding your compliance report,
please call the Bureau of Consumer Protection's Enforcement
Division at (202) 326-2996. In the meantime, please regard this
letter as an acknowledgement.

Sincerely,

wa 13 2 / -
7;’}{/4/1\_ ,\’? i/ ‘Lax_g{?—,’w/

John J{ Thielen
Supervisor
Document Processing Section



: BECKLEY, SINGLETON, DE LANOY, JEMISON & LIST, CHTD.

DRAKE DE LANDY A PROFESSIONAL LAW CORPORATION
HEX A JEMISON
ROBERT LIST

MARK C SCOTT, JR 50 WEST LIBERTY STREET
JACK C CHERRY -
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Mr. Donald S. Clark, Secretary
FEDERAL TRADE COMMISSION

Mail Drop H342

Washington, D.C. 20580

Re: Petition of Yarnell Enterprises, Inc., to Quash Specification
3 of Civil Investigative Demand

File No. 912-3071
dkkdkdkkhkhkdkkhhkhhhkkkhkhhkhkhkdhhhhhhkkkhkhkhkkhhhhkhkhdhhhhhhkhhhhkkkrrhkdkkkkkk

Dear Mr. Clark:

Please consider this to constitute a formal request,
pursuant to Commission Rule of Practice 2.7(f), that the full
Commission review the Commission's ruling on the Petition of
Yarnell Enterprises, 1Inc., to Quash Specification 3 of the
Commission's Civil Investigative Demand.

We received the Commission's ruling via facsimile, on
October 25, 1991.

If you have any questions or comments, please do not
hesitate to contact me.

Thank you for your attention and consideration.
Sincerely,

BECKLEY, SINGLETON, De LANOY,
JEMISON & LIST, CHTD.

. W S

STEVEN J. KLEARMAN, ESQ.
SJK/cr
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CLEARED FOR PUCLIC KecORD
UNITED STATES OF AMERICA
'FDERAL TRADE COMMISSION

WASHINGTON, D.C. 20580

OFFICE OF
THE COMMISSIONER

Cynthia A. Hogua

Attorney-Advisor
202-326-2158

October 8, 1991

N. Patrick Flanagan III, Esquire

Beckley, Singleton, DeLanoy, Jemison & List
50 W. Liberty, Second Floor

Reno, NV 89501

Re: Petition of Yarnell Enterprises, Inc. to Quash CID
Specification, File No. 912 3071

Dear Mr. Flanagans:

This letter will confirm that Commissioner Owen will hold a
hearing on the petition of Yarnell Enterprises, Inc. to quash the
civil investigative demand issued to it, on Tuesday, October 15,
1991, at 2:00 p.m. in Commissioner Owen’'s offices, in Room 342 of
the Federal Trade Commission, 6th and Pennsylvania Ave., N.W.,
Washington, D.C.

Pursuant to Section 2.7(d)(4) of the Commission’s Rules,
Commissioner Owen has been delegated the authority to rule upon
petitions to quash civil investigative demands. Hearings on such
petitions are not required under the Commission’s rules, the
Administrative Procedure Act, nor by due process. However,
pursuant to your request, Commissioner Owen will hold a hearing
on your petition.

Section 2.7(g) of the Commission’s Rules specifies that
petitions to quash civil investigative demands shall be made part
of the public records of the Commission, except for any
information that is exempt from disclosure under Section 4.10(a)
of the Commission’s Rules. See also Section 4.9(b)(4)(i). Under
Section 4.9(c) of the Commission’s Rules, the petitioner may
request confidentiality with respect to information contained in
the petition to quash civil investigative demands.

Hearings on petitions to quash civil investigative demands
are public. Following the ruling on your petition, the
transcript of the hearing will also be included in the public
record. 1In the event you desire a portion of the hearing to be
held in camera, you may make that request at the appropriate time
in the hearing, or prior thereto. In the event you wish to
exclude any portion of the transcript from the public record, you
may make the appropriate request under Section 4.9(c) of the
Commission’s Rules.
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If you have any questions, please call me on (202) 326-2158
or (202) 326-2153.

Slncerely

Cypthia A. HOW/

Attorney Advisor

cc: Nicholas J. Franczyk
James M. Spears
Donald S. Clark < a




UNITED STATES OF AMERICA B113984

FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

OFFICE OF THE SECRETARY

October 25, 1991

N. Patrick Flanagan III, Esquire
50 West Liberty, Second Floor
Reno, Nevada 89501

Re: Petition of Yarnell Enterprises, Inc., to Quash
Specification 3 of Civil Investigative Demand, File No.

912-3071

Dear Mr. Flanagan:

-

This is to advise you of the Federal Trade Commission’s
ruling on the Petition to Quash Specification 3 of the Civil
Investigative Demand (the “Petition”), which you filed on behalf
of your client, Yarnell Enterprises, Inc. ("Yarnell” or
"Petitioner”), in the above-referenced matter.

The ruling set forth herein has been made by Commissioner
Deborah Owen pursuant to authority delegated under Commission
Rule of Practice 2.7(d)(4). Pursuant to Rule 2.7(f), within
three days after service of this decision, Petitioner may file
with the Secretary of the Commission a request for full
Commission review. The timely filing of such a request shall not
stay the return date in this ruling, unless the Commission
otherwise specifies.

The Petition is denied for the reasons stated below.

I. Background

The Civil Investigative Demand (”CID”) challenged here was
issued pursuant to the Commission’s Resolution of July 5, 1991,
directing use of compulsory process in a nonpublic investigation.
That investigation focuses on whether Nu Skin International, Inc.
and its officers or others are engaging in acts or practices in
violation of Section 5 of the Federal Trade Commission Act, 15
U.S.C. § 45, as amended, including but not limited to the
offering for sale, sale or other promotion of Nu Skin
International, Inc. products and distributorships in or affecting
commerce. The investigation is also to determine whether
Commission action to obtain redress of injury to consumers would
be in the public interest.

A CID for Documentary Material was served on Yarnell on
September 3, 1991. This CID sought, inter alia, promotional or
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advertising documents relating to Nu Skin products and
distributorships from Yarnell. By letter of September 5, 1991,
the Chicago Regional Director extended the compliance date from
September 26, 1991 until October 3, 1991.' On September 30,
1991, Yarnell'’s counsel telephoned Commission staff to discuss an
objection to Specification 3 of the CID. See Statement of N.
Patrick Flanagan III, October 2, 1991 (Attachment to Petition to
Quash). On October 3, 1991, Yarnell filed at the Chicago
Regional Office its Petition asking the Commission to quash
Specification 3 of the CID that sought the following
infcrmation:2 ,

[A]ll promotional or advertising documents for Nu Skin
products or distributorships which were never
disseminated or otherwise used by Yarnell Enterprises,
Inc. in the offering for sale, sale or promotion of Nu
Skin products or distributorships. This submission
should include all such documents developed, prepared
or produced by Yarnell Enterprises, Inc. as well as
such documents developed, prepared or produced by any
other person.

Yarnell advances essentially two arguments in support of its
Petition: (1) the demand is indefinite, and requires Petitioner
to produce documents that may not exist; and (2) the documents
called for in response to Specification 3 of the CID have no

! Neither staff nor Yarnell'’'s counsel made explicit
reference to an extension of time for filing a Petition to Quash
in that correspondence and prior oral discussion. See Transcript
of Hearing on Petition to Quash ("Hearing Transcript”) at 6, 22-
23, 28. Staff asserts, therefore, that Yarnell’s Petition should
be denied as untimely. Staff notes that the September 5 letter
to Yarnell specified Commission Rule 2.7(c), which provides for
extensions of time in which to comply. The letter did not
specify Commission Rule 2.7(d)(3), which provides for an
extension of time to file a Petition to Quash. 1In staff’s view,
this effectively put Yarnell on notice that the extension did not
affect the time for filing a Petition to Quash. Counsel for
Petitioner stated at the hearing on its Petition to Quash that it
understood the extension to apply to both compliance and filing
of a Petition. See Hearing Transcript at 6, 28. Under the
circumstances, we have chosen, in the exercise of our discretion,
to address Petitioner’s objections on the merits.

A Staff forwarded the Petition to Quash to the Office of
the Secretary and informed counsel for Petitioner of its action.

2
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relevance to the nonpublic investigation. Petitioner attached to
its Petition a Memorandum of Points and Authorities in Support of
the Petition to Quash, in which it elaborated upon the arguments
raised therein.

Commissioner Owen has carefully reviewed the Petition and
Memorandum. She has also considered the oral presentation on the
Petition conducted on October 15, 1991. The Petitioner’s
objections to the CIDs are denied for the reasons stated below.

II. Discussion of Petitioner’'s Objections .

A. Petitioner Alleges that Specification 3 is Indefinite.

Petitioner asserts that it has had some difficulty
ascertaining whether a particular document is a promotional or
advertising document where it has never been disseminated or
otherwise used. At the Hearing on the Petition to Quash, counsel
for Petitioner stated that ”[i]t is therefore impossible to
ascertain whether a particular document is a promotional or
advertising document if it has never been used or disseminated.”
See Hearing Transcript at 10. Counsel asserted that the demand
requires the production of documents that were created with no
intent that they be used for promotional or advertising purposes,
but were in fact later used for such purposes. Counsel noted
that a medical study, conducted by an independent laboratory to
test a product and later used in advertisements for the tested
product, could be a promotional or advertising document within
the scope of Specification 3.

We find Petitioner’s argument to be untenable. First, the
suggestion that a document cannot be identified as falling within
Specification 3 absent actual dissemination flatly contradicts
counsel’s admission that preliminary drafts of advertisements are
clearly advertising documents. See Hearing Transcript at 21.
Second, our understanding of the common meaning of the terms
"advertising” and “promotional” provides considerable guidance in
divining the nature of a document. Webster’s Ninth New
Collegiate Dictionary (1990) defines "advertising” to involve any
action to ”"call public attention to [a product] . . . [,] sO as
to arouse a desire to buy.”’ Webster defines the term
"promotional” as any action in “furtherance of the acceptance and
sale of merchandise through advertising, publicity, or
discounting.” These guidelines would rule out the sort of non-

J See also Public Citizen v. FTC, 869 F.2d 1541, 1554

(D.C. Cir. 1988).
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promotional documents cited by Petitioner. For instance, an
independent medical study undertaken to test a product is not
conducted to arouse a desire to buy or to further the sale of
merchandise. Instead, its purpose is to examine or analyze
carefully a phenomenon or scientific question. Accordingly, in
and of itself, it is not a promotional or advertising document as
Petitioner suggests, even though it may later be used in a
product advertisement.

Counsel for Petitioner also stated at the hearing that
Petitioner cannot know how others have used documents that have
been forwarded to Petitioner by other Nu Skin distributors.
Because it also cannot ascertain whether such documents were
intended for promotional or advertising purposes, Petitioner
argues that it cannot properly identify responsive documents.
However, Specification 3 does not require Petitioner to divine a
drafter’s intent in identifying responsive documents. It simply
calls for Petitioner to determine whether, on its face, a
document is a promotional or advertising document, as those terms
are commonly used. This process is not different from that
followed by Petitioner to identify documents responsive to
Specification 2,% which Petitioner has not challenged.

Petitioner asserts that the demand for documents “developed,
prepared or produced by any other person,” coupled with the
request for documents “which were never disseminated or otherwise
used” requires it to produce documents that “may not exist,”
presumably in their own files. See Petitioner'’s Memorandum of
Points and Authorities in Support of Petition to Quash at 3. We
do not agree. The term “documents” is defined in Definition 5 of
the CID as items that are in the “possession, custody or control”
of Petitioner "or to which [it] has access.” Section 20(c)(10)
of the Federal Trade Commission Act requires only the production
of "all of the documentary material required by the demand and in
the possession, custody, or control of the person to whom the

4 Specification 2 seeks, inter alia, promotional or

advertising documents that were disseminated or otherwise used by
Petitioner. Although the question of actual dissemination must
be addressed in responding to Specification 2, the process of
determining whether the document is of a promotional or
advertising nature must take place as well.

3
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demand is directed.” 15 U.S.C. § 57b-1(c)(10).° Accordingly, to
the extent that responsive documents are not within Yarnell’s
possession, custody or control, Petitioner need not produce them.

The request to quash Specification 3 on grounds of vagueness
is denied.

B. Petitioner Alleges that Documents Sought by
Specification 3 are Irrelevant.

The starting point in analyzing the relevance of information
called for by a specification to a Commission CID is recognition
that courts give “relevance” a broad interpretation in enforcing
Commission compulsory process. As the United States District
Court for the District of Columbia recently stated:

Because the need for investigating allegations of unlawful
activity is a substantial one, the law requires that courts
give agencies leeway when considering relevance objections.

Federal Trade Commission v. Invention Submission Corp., 1991-1
Trade Cas. (CCH) ¥ 69,338 (D.D.C. Feb. 13, 1991). More
particularly, relevance is measured against the agency’s general
purpose in gathering the investigative materials as described by
the underlying resolution authorizing compulsory process.
Federal Trade Commission v. Texaco Inc., 555 F.2d 862, 874 (D.C.
Cir. 1977), cert. denied, 431 U.S. 974 (1977).

Petitioner argued in its Petition that, because
Specification 3 seeks promotional or advertising documents that
were never disseminated or otherwise used, the CID requires
irrelevant information. Petitioner contends that a document that
was never used or disseminated cannot form the basis for a
Section 5 violation. In the hearing, Petitioner retreated from
this position and conceded that precursors to advertisements and
other documents clearly used for advertising purposes are
relevant to the staff’s investigation. Hearing Transcript at 20-
> 3 8

> staff indicated during the oral argument on this matter
that the phrase “or to which [it] has access” was not intended to
expand the reach of the CID beyond the scope permitted by Section
20. We incorporate staff’s interpretation herein. Of course,
any responsive documents in the possession of a third-party
production company, for instance, yet within the legal control of
Yarnell, must be produced pursuant to the CID at issue here.

5
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The Commission’s Resolution of July 5, 1991, directing the
use of compulsory process, describes the nature and scope of the
investigation as determining whether Nu Skin International, Inc.
and its officers or others, may be engaging in violations of
Section 5 of the Federal Trade Commission Act. Petitioner may
have promotional and advertising documents, although never
disseminated or otherwise used by Petitioner itself, that
identify other persons who may be engaging in acts or practices
which violate Section 5.° Such documents are relevant to the
Commission’s investigation. 1In its oral presentation, counsel
for Petitioner failed to refute this basis for relevance.

In addition to their role in identifying others who may be
guilty of law violations, in a recent decision, the Commission
found that undisseminated advertisements were relevant in
determining the appropriate scope of relief. 1In Kraft, Inc., 5
Trade Reg. Rep. (CCH) ¥ 22,937 (Jan. 31, 1991), appeal docketed,
No. 91-1691 (7th Cir. Apr. 1, 1991), the respondent’s advertising
agency developed several copy alternatives to the challenged
advertisements. Kraft declined to adopt these alternatives,
despite repeated warnings from various outside sources that the
challenged ad copy might be implicitly misleading. The
Commission noted that Kraft was clearly aware of acceptable
alternatives to the misleading ad copy, but declined to adopt
them. Such conduct was among the factors that led the Commission
to conclude that the violations were sufficiently serious and
deliberate to warrant a broad order, extending to advertisements
for products not mentioned in the challenged advertisements.

Finally, the Commission determined that undisseminated
advertisements were relevant in the Cigarette Advertising and
Promotion Investigation of the mid-1970s. Several parties
challenged the subpoenas in that investigation, asserting that
undisseminated advertisements were examples of “non-practices”
and therefore irrelevant. The Commission found that such
documents represent preliminary and increasingly refined versions
of final distributed advertisements. Moreover, as they are
successively revised, undisseminated advertisements may be

® For example, responsive documents may identify an

advertising agency that substantially participated in the
creation and dissemination of a deceptive advertisement. The
Commission will hold an advertising agency liable where the
deception is clear and should have been obvious to the agency.
See e.g., Lewis Galoob Toys, Inc. and Towne, Silverstein, Rotter,
Inc., File No. 892-3212 (consent agreements with toy manufacturer
and its advertising agency).
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subjected to sophisticated consumer impact tests that lead to
final dissemination or abandonment. The Commission observed that
this developmental process may reveal much more about an
advertisement’s effect on, or possible deception of, consumers
than would the final copy alone. Statement of the Commission on
Motions to Quash or Limit the Subpoenas Duces Tecum Issued in the
Cigarette Advertising and Promotion Investigation, File No. 762-
3065 (May 25, 1977). Similar relevant information may be found
in response to the CID Specification challenged here.

The Commission finds that the information requested by the
challenged specification is relevant to the Commission’s inquiry.

ITII. Conclusion

For the foregoing reasons, the Petition is denied. Pursuant
to Rule 2.7(e), Yarnell Enterprises, Inc., is directed to comply
with the Civil Investigative Demand on or before November 4,
1991.

Pursuant to Rule 2.7(f), within three days after service of
this ruling, Petitioner may file with the Secretary of the
Commission a request that the full Commission review the ruling.
Commission Rule of Practice 4.4(b) provides that a document shall
be deemed filed when it is received by the Office of the
Secretary. See 16 C.F.R. 4.4(b). The timely filing of such a
request shall not stay the return date of this ruling, unless the
Commission otherwise directs.

By direction of the Commission. 25 )é? } ; ;
’

onald S. Clark
Secretary
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CIS COMPLAINT
Record 1 of 5
Reference Number |22638538
Created Date 04/07/2009

Complaint Source

IBBB UT Salt Lake City

Originator Reference Number |1 1660022070159
Contact Type |Complaint

Data Source |Organization
DNC? IN

Entered By BBB-USER
Entered Date 04/07/2009
Updated By }

Updated Date t

Agency Contact |Externa1 Agency
Complaint Date |04/07/2009
Transaction Date }

Consumer First Name |b(6)

Consumer Middle Name

Consumer Last Name b(6)

Consumer Salutation }

Consumer Address, Line 1 |b(6)

Consumer Address, Line 2 f

Consumer Address, Line 3 }

Consumer Address, City |NUTLEY
Consumer Address, State Code |NJ

Consumer Address, State Name New Jersey
Consumer Address, Country Code USA

Consumer Address, Country Name |UNITED STATES
Consumer Address, ZIP Code |b(6)

Consumer Address, ZIP Code Extension f

Consumer Home Phone, Country Code }

Consumer Home Phone, Area Code

[
Consumer Home Phone, Number }
[

Consumer Work Phone, Country Code




Consumer Work Phone, Area Code

Consumer Work Phone, Number

Consumer Work Phone, Extension

Consumer Fax, Country Code

Consumer Fax, Area Code

Consumer Fax, Number

Consumer Cell Phone, Country Code

Consumer Cell Phone, Area Code

Consumer Cell Phone, Number

Consumer Email

Consumer Age range

Consumer Military Status

Consumer Military Station

[
t

Consumer Complaining Company/Org

f

Company Name

|Nature's Sunshine Products Inc

Company Address, Line 1

|75 East 1700 South

Company Address, Line 2

[

Company Address, Line 3

Company Address, City PROVO

Company Address, State Code |UT

Company Address, State Name |Utah

Company Address, Country Code |USA

Company Address, Country Name |UNITED STATES
Company Address, ZIP Code |84606

Company Address, ZIP Code Extension }

Company Phone, Country Code

Company Phone, Area Code

801

Company Phone, Number

3424300

Company Phone, Extension

Company Email

Company Website

Company Rep First Name

Company Rep Middle Name

Company Rep Last Name

Company Rep Salutation

Company Rep Comments

i

Complaint Info Initial Contact Method

t

Complaint Info Initial Contact Date

FComplaint Info Initial Response

f




Method

Complaint Info Initial Response Date

Complaint Info Amount Requested
Method

Complaint Info Amount Requested
Value

Complaint Info Amount Paid Method

Complaint Info Amount Paid Value

$0.00

Complaint Info Product Service Code

1704

Complaint Info Product Service
Description

rHealth Care: Diet Products\Centers\Plans

Complaint Info Law Violation Code

t

Complaint Info Law Violation
Description

Complaint Info Statute Code

Complaint Info Statute Description

Complaint Info Topic Code

Complaint Info Topic Description

[
[
[
[

PComplaint Info Comments

Complaint Type: - Refund or Exchange
Issues

Complaint Info CRA Dispute Flag

Complaint Info CRA Dispute 45 Days
Flag - FOIA only




Record 2 of 5

Reference Number

|25684319

Created Date

02/01/2010

Complaint Source

[BBB UT Salt Lake City

Originator Reference Number |1 1660022090297
Contact Type Complaint

Data Source Organization
DNC? IN

Entered By |BBB-USER
Entered Date 02/01/2010
Updated By }

Updated Date }

Agency Contact |Externa1 Agency
Complaint Date 02/01/2010
Transaction Date

Consumer First Name |b(6)

Consumer Middle Name t

Consumer Last Name |b(6)

Consumer Salutation }

Consumer Address, Line 1 |b(6)

Consumer Address, Line 2 }

Consumer Address, Line 3

Consumer Address, City GRAND BLANC
Consumer Address, State Code |MI

Consumer Address, State Name |Michigan
Consumer Address, Country Code |USA

Consumer Address, Country Name

|UNITED STATES

Consumer Address, ZIP Code

[b(6)

Consumer Address, ZIP Code Extension }

Consumer Home Phone, Country Code

Consumer Home Phone, Area Code

Consumer Home Phone, Number

Consumer Work Phone, Country Code

Consumer Work Phone, Area Code

Consumer Work Phone, Number

Consumer Work Phone, Extension

Consumer Fax, Country Code

Consumer Fax, Area Code

Consumer Fax, Number

gy ) e —— ~—— ———




Consumer Cell Phone, Country Code

Consumer Cell Phone, Area Code

Consumer Cell Phone, Number

Consumer Email

Consumer Age range

Consumer Military Status

Consumer Military Station

Consumer Complaining Company/Org

[
t
[
[
[
[

Company Name

Nature's Sunshine Products Inc

Company Address, Line 1

75 East 1700 South

Company Address, Line 2

i

Company Address, Line 3

t

Company Address, City |PROVO

Company Address, State Code |UT

Company Address, State Name IUtah

Company Address, Country Code |USA

Company Address, Country Name UNITED STATES
Company Address, ZIP Code 84606

Company Address, ZIP Code Extension }

Company Phone, Country Code

t

Company Phone, Area Code

801

Company Phone, Number

3424300

Company Phone, Extension

i

Company Email

[

Company Website

Company Rep First Name

Company Rep Middle Name

Company Rep Last Name

Company Rep Salutation

Company Rep Comments

Complaint Info Initial Contact Method

Complaint Info Initial Contact Date

Complaint Info Initial Response
Method

Complaint Info Initial Response Date

Complaint Info Amount Requested
Method

rComplaint Info Amount Requested




Value

Complaint Info Amount Paid Method

[

Complaint Info Amount Paid Value

$0.00

Complaint Info Product Service Code

1704

Complaint Info Product Service
Description

rHealth Care: Diet Products\Centers\Plans

Complaint Info Law Violation Code

i

Complaint Info Law Violation
Description

Complaint Info Statute Code

Complaint Info Statute Description

Complaint Info Topic Code

Complaint Info Topic Description

t
[
[
[

Complaint Info Comments

|Complaint Type: - Contract Issues

Complaint Info CRA Dispute Flag

Complaint Info CRA Dispute 45 Days
Flag - FOIA only
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Reference Number 29540969

Created Date 02/11/2011
Complaint Source BBB UT Salt Lake City
Originator Reference Number 11660022108678
Contact Type Complaint

Data Source Organization
DNC? N

Entered By BBB-USER
Entered Date 02/11/2011
Updated By BBBSAUT-USER
Updated Date 02/26/2012
Agency Contact External Agency
Complaint Date 01/31/2011
Transaction Date

Consumer First Name b(6)

Consumer Middle Name

Consumer Last Name b(6)

Consumer Salutation

Consumer Address, Line 1 b(6)

Consumer Address, Line 2 |'

Consumer Address, Line 3 i

Consumer Address, City MONCKS CORNER
Consumer Address, State Code SC

Consumer Address, State Name South Carolina
Consumer Address, Country Code USA

Consumer Address, Country Name UNITED STATES
Consumer Address, ZIP Code b(6)

Consumer Address, ZIP Code

Extension

Consumer Home Phone, Country Code |'

Consumer Home Phone, Area Code

Consumer Home Phone, Number

Consumer Work Phone, Country Code

Consumer Work Phone, Area Code

Consumer Work Phone, Number

Consumer Work Phone, Extension

Consumer Fax, Country Code

Consumer Fax, Area Code

) ] ] ] ey ey




Consumer Fax, Number

Consumer Cell Phone, Country Code

Consumer Cell Phone, Area Code

Consumer Cell Phone, Number

Consumer Email

Consumer Age range

Consumer Military Status

Consumer Military Station

Consumer Complaining Company/Org

Company Name

Nature's Sunshine Products, Inc.

Company Address, Line 1

75 E 1700 S

Company Address, Line 2

Company Address, Line 3

|

Company Address, City PROVO
Company Address, State Code UT
Company Address, State Name Utah
Company Address, Country Code USA

Company Address, Country Name

UNITED STATES

Company Address, ZIP Code

Company Address, ZIP Code
Extension

Company Phone, Country Code

Company Phone, Area Code

Company Phone, Number

Company Phone, Extension

Company Email

questions @natr.com

Company Website www.naturessunshine.com
Company Rep First Name Denise

Company Rep Middle Name

Company Rep Last Name Bird

Company Rep Salutation

Company Rep Comments

Director/Paralegal Servic

Complaint Info Initial Contact Method

[

Complaint Info Initial Contact Date

f

Complaint Info Initial Response
Method

Complaint Info Initial Response Date

Complaint Info Amount Requested
Method

FComplaint Info Amount Requested




Value

Complaint Info Amount Paid Method

Complaint Info Amount Paid Value

Complaint Info Product Service Code

1704

Complaint Info Product Service
Description

rHealth Care: Diet Products\Centers\Plans

Complaint Info Law Violation Code

f

Complaint Info Law Violation
Description

Complaint Info Statute Code

Complaint Info Statute Description

Complaint Info Topic Code

Complaint Info Topic Description

PComplaint Info Comments

Although I have talked to several people
who 'promise’ a refund 'soon’, it never
happens. Specifically Celia Samuelson in
online customer service. On 12/22/10 1
order herbal products online. The person I
purchased this for passed before the order
arrived. I contacted the company to cancel
the order and was told to call the next day
when shipping was there. Called the next
morning, shipping already sent package.
UPS tracking #\(b)(6) |
shows that I refused the package. I do not
want the product, all I want is a refund of
$80.62. I called and chatted online with
Customer Service and told the package was
never received back. Spoke with Celia
Samuelson on January 18, 2011 and was
told she would forward my order info 'to
the person that tracks down lost orders', and
‘once the person that tracks down lost
orders finds it my credit card will be
credited.' When I ask when I should expect
the credit I'm told 'soon’ and no one will
give me specific dates for my credit. Celia
sent me an email that same day letting me
know that since this order (order
#19573174) was my 1st order with their
company, my membership would be
canceled until I order later. I told Celia that
I understood and that was fine. On 1/24/11
I sent Celia an email asking her when I
could expect my credit because it had been
almost a week. She never responded. 1
chatted again with online customer service




1/25/11 and was told a credit was not
issued to the account and they didn't know
when a credit would be issued. The
tracking number from UPS clearly shows
that I no longer have their product and with
that said, I want my money back. I'm not
responsible for what happens during
shipping, only sending it back. I did my
part, now I would like for Nature's
Sunshine to do their part and credit my
credit card back the full amount of the
order. --- Additional Comments: My full
refund of $80.62 back to my credit card.'

Complaint Info CRA Dispute Flag

[

Complaint Info CRA Dispute 45 Days
Flag - FOIA only
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Reference Number 30395639
Created Date 04/26/2011
Complaint Source BBB UT Salt Lake City
Originator Reference Number 11660022113024
Contact Type Complaint

Data Source Organization
DNC? N

Entered By BBB-USER
Entered Date 04/26/2011
Updated By BBBSAUT-USER
Updated Date 02/26/2012
Agency Contact External Agency
Complaint Date 04/26/2011
Transaction Date

Consumer First Name b(6)

Consumer Middle Name

Consumer Last Name b(6)

Consumer Salutation

Consumer Address, Line 1 b(6)

Consumer Address, Line 2 |'

Consumer Address, Line 3 i

Consumer Address, City BROOMFIELD
Consumer Address, State Code CO

Consumer Address, State Name Colorado
Consumer Address, Country Code USA

Consumer Address, Country Name UNITED STATES
Consumer Address, ZIP Code |'

Consumer Address, ZIP Code

Extension

Consumer Home Phone, Country Code |'

Consumer Home Phone, Area Code

Consumer Home Phone, Number

Consumer Work Phone, Country Code [

Consumer Work Phone, Area Code b(6)

Consumer Work Phone, Number b(6)

Consumer Work Phone, Extension

Consumer Fax, Country Code

Consumer Fax, Area Code




Consumer Fax, Number

Consumer Cell Phone, Country Code

Consumer Cell Phone, Area Code

Consumer Cell Phone, Number

Consumer Email

Consumer Age range

Consumer Military Status

Consumer Military Station

Consumer Complaining Company/Org

Company Name

Nature's Sunshine Products, Inc.

Company Address, Line 1

75 E 1700 S

Company Address, Line 2

Company Address, Line 3

|

Company Address, City PROVO
Company Address, State Code UT
Company Address, State Name Utah
Company Address, Country Code USA

Company Address, Country Name

UNITED STATES

Company Address, ZIP Code

Company Address, ZIP Code
Extension

Company Phone, Country Code

Company Phone, Area Code

Company Phone, Number

Company Phone, Extension

Company Email

questions @natr.com

Company Website www.naturessunshine.com
Company Rep First Name Denise

Company Rep Middle Name

Company Rep Last Name Bird

Company Rep Salutation

Company Rep Comments

Director/Paralegal Servic

Complaint Info Initial Contact Method

[

Complaint Info Initial Contact Date

f

Complaint Info Initial Response
Method

Complaint Info Initial Response Date

Complaint Info Amount Requested
Method

FComplaint Info Amount Requested




Value

Complaint Info Amount Paid Method

Complaint Info Amount Paid Value

$100000.00

Complaint Info Product Service Code

1704

Complaint Info Product Service
Description

rHealth Care: Diet Products\Centers\Plans

Complaint Info Law Violation Code

[

Complaint Info Law Violation
Description

Complaint Info Statute Code

Complaint Info Statute Description

Complaint Info Topic Code

Complaint Info Topic Description

PComplaint Info Comments

Refer to 'ALL ATTACHMENTS FOR
THIS COMPLAINT' on your complaint
website link. --- Additional Comments: '

Complaint Info CRA Dispute Flag

f

Complaint Info CRA Dispute 45 Days
Flag - FOIA only




Record 5 of 5

Reference Number 31093322

Created Date 04/26/2011
Complaint Source BBB UT Salt Lake City
Originator Reference Number 11660022113044
Contact Type Complaint

Data Source Organization
DNC? N

Entered By BBBSAUT-USER
Entered Date 04/26/2011
Updated By BBBSAUT-USER
Updated Date 02/26/2012
Agency Contact External Agency
Complaint Date 04/26/2011
Transaction Date

Consumer First Name b(6)

Consumer Middle Name

Consumer Last Name b(6)

Consumer Salutation

Consumer Address, Line 1 b(6)

Consumer Address, Line 2 |'

Consumer Address, Line 3 i

Consumer Address, City APPLETON
Consumer Address, State Code WI

Consumer Address, State Name Wisconsin
Consumer Address, Country Code USA

Consumer Address, Country Name UNITED STATES
Consumer Address, ZIP Code b(6)

Consumer Address, ZIP Code

Extension

Consumer Home Phone, Country Code |

Consumer Home Phone, Area Code b(6)

Consumer Home Phone, Number b(6)

Consumer Work Phone, Country Code [

Consumer Work Phone, Area Code b(6)

Consumer Work Phone, Number b(6)

Consumer Work Phone, Extension

Consumer Fax, Country Code

Consumer Fax, Area Code




Consumer Fax, Number

Consumer Cell Phone, Country Code

Consumer Cell Phone, Area Code

Consumer Cell Phone, Number

Consumer Email

Consumer Age range

Consumer Military Status

Consumer Military Station

Consumer Complaining Company/Org

Company Name

Nature's Sunshine Products, Inc.

Company Address, Line 1

75 E 1700 S

Company Address, Line 2

Company Address, Line 3

|

Company Address, City PROVO
Company Address, State Code UT
Company Address, State Name Utah
Company Address, Country Code USA

Company Address, Country Name

UNITED STATES

Company Address, ZIP Code

Company Address, ZIP Code
Extension

Company Phone, Country Code

Company Phone, Area Code

Company Phone, Number

Company Phone, Extension

Company Email

questions @natr.com

Company Website www.naturessunshine.com
Company Rep First Name Denise

Company Rep Middle Name

Company Rep Last Name Bird

Company Rep Salutation

Company Rep Comments

Director/Paralegal Servic

Complaint Info Initial Contact Method

[

Complaint Info Initial Contact Date

f

Complaint Info Initial Response
Method

Complaint Info Initial Response Date

Complaint Info Amount Requested
Method

FComplaint Info Amount Requested




Value

Complaint Info Amount Paid Method

Complaint Info Amount Paid Value

Complaint Info Product Service Code

1704

Complaint Info Product Service
Description

rHealth Care: Diet Products\Centers\Plans

Complaint Info Law Violation Code

[

Complaint Info Law Violation
Description

Complaint Info Statute Code

Complaint Info Statute Description

Complaint Info Topic Code

Complaint Info Topic Description

PComplaint Info Comments

NSP set up a prepaid Visa debit card in my
name for 'refunds' They cannot tell me how
to undo the account. I did not authorize.l
infrequently order products from NSP.
They charge and they 'refund' small
amounts. This month, without notifying me,
they opened a Visa Debit card in my name
with CITI. The card has monthly fees that I
will be charged. When I called NSP they
wanted my checking account nu,ber to
‘cancel the card.' I would not give it. Now
they say they cannot cancel and it call
CITI. The number given goes to an
automated # that will not reroute. I want the
card canceled and my credit unaffected -
and no fees charged to me. --- Additional
Comments: I want the card cancelled. I
want that in writing from CITI. I want NSP
to stop doing this. [ want my 'membership'
cancelled and my 'annual fee' refunded.'

Complaint Info CRA Dispute Flag

[

Complaint Info CRA Dispute 45 Days
Flag - FOIA only




As a Consumer Sentinel Network member, you must properly protect any information printed, downloaded,
or otherwise removed from the Network as stated in OMB Memo M-06-16. Please delete or destroy this
information within 90 days unless its use is still required for law enforcement purposes. When destroying
the information you should burn, pulverize, or shred the information saved in paper format and destroy or
erase information that has been saved electronically so that it cannot practicably be read or reconstructed.
Proper erasure of electronic information must include the overwriting or "wiping" of the information from
the electronic media on which it is stored.

tar,

Provided by the Federal Trade Commission



__ NATIONAL CONSUMERS LEAGUE _

www.nclnet.org

March 12,2013

The Honorable Edith Ramirez
Chairman

Federal Trade Commission
600 Pennsylvania Avenue, NW
Washington, DC 20580

Re: Petition for FTC Investigation of Recent Allegations Against
Herbalife Ltd.

Dear Chairman Ramirez:

On behalf of the National Consumers League! (NCL), [ am writing to urge the
Federal Trade Commission (FTC) to open an investigation into allegations by
Pershing Square Capital Management, L.P. (“Pershing Square”) and others that the
multi-level marketing company Herbalife Ltd. (“Herbalife”) is in fact a complex
pyramid scheme. Specifically, in December 2012, after an eighteen-month
investigation, Pershing Square published a report? alleging a range of potential
violations of federal and state consumer protection and anti-pyramiding laws,
including Section 5 of the FTC Act.3

Since the publication of the Pershing Square report, numerous charges and
counter-charges have been publicly leveled against Pershing Square and Herbalife
by supporters of both companies. Lost in the media frenzy has been one central
concern: Are consumers being harmed?

Given these allegations and their implications for America’s consumers, NCL
recently met separately with representatives of Pershing Square, the Direct Selling
Association and Herbalife. Having heard the arguments presented on both sides of
this issue, we believe that only the Federal Trade Commission has the resources and
expertise to investigate these claims and determine whether Herbalife is, in fact, an
illegal pyramid scheme rather than a legitimate multi-level marketing business.

1 The National Consumers League, founded in 1899, is the nation’'s pioneering consumer,
organization. Our non-profit mission is to protect and promote social and economic justice for
consumers and workers in the United States and abroad. For more information, visit
http://www.nclnet.org,

2 Pershing Square Capital Management, L.P. “Who wants to be a Millionaire?” December 20, 2012.
Online: http://factsaboutherbalife.com/wp-content/uploads/2013 /01 /Who-wants-to-be-a-
Millionaire.pdf.

315U.S.C. § 45.




Background on NCL’s Anti-Pyramid Scheme Advocacy

The National Consumers League has partnered with the direct-selling
industry to educate consumers about the threat from fraudulent pyramid schemes.
In 2009, with a grant from the Direct Selling Education Foundation, NCL launched a
consumer education campaign to help consumers spot the differences between
legitimate multi-level marketing (MLM) plans and fraudulent pyramid schemes.*

As part of this campaign, NCL conducted a survey into consumer
vulnerability to pyramid schemes. This survey revealed a significant lack of
consumer awareness about pyramid schemes. Fully a third (33%) of consumers
surveyed were unable to identify a pyramid scheme when it was described to them.
Low-income consumers, as well as African-Americans and Hispanics, were found to
be especially vulnerable to pyramid schemes masquerading as legitimate home-
based business opportunities.®

Pershing Square’s Allegations and NCL'’s Pyramid Scheme “Red Flags”

In addition to surveying consumers, NCL also published a consumer guide,
checklists and side-by-side comparisons to help consumers spot the warning signs
of pyramid schemes posing as legitimate MLMs.® Pershing Square’s research
suggests that Herbalife‘s business practices may run afoul of many of the “red flags”
of pyramid scheme activity in NCL’s guide.

For example, NCL’s anti-pyramiding checklist informs consumers that the
central difference between a legitimate MLM business and a pyramid scheme is that
an MLM succeeds largely by selling products and services, whereas a pyramid
scheme makes profits primarily by recruiting new distributors.” Legitimate MLMs
sell household goods or services that consumers typically use in everyday life, and
price those products competitively with comparable products sold at retail. In
addition, NCL has warned consumers that legitimate MLMs offer no promise of easy
riches and do not use high-pressure tactics, whereas a pyramid scheme involves the
promise of guaranteed profits with minimal work.

4 National Consumers League. “More bad economic news: Recession putting consumers at increased
risk of being duped by pyramid schemes,” Press release. February 26, 2009. Online:
http://nclnet.org/newsroom/press-releases/260-more-bad-economic-news-recession-putting-
%?20consumers-at-increased-risk-of-being-duped-by-pyramid-schemes

5 National Consumers League. “National Consumers League’s 2009 Pyramid Scheme Survey: Key
Findings,” February 2009. Online: http://nclnet.org/images/PDF/pyramid survey 022009.pdf

6 See e.g. National Consumers League. “Pyramid Schemes: Don’t Let One Collapse on You,.” February 26,
2009. Online: http://www.nclnet.org/images/PDF/pyramidschemes _brochure.pdf.

7 National Consumers League. “MLM’s and Pyramid Schemes: What the difference?” February 2009.
Online: http://fraud.org/pyramids/pyramid_mlm.htm




For its part, Herbalife has stated that is a global nutrition company with a
strong balance sheet and millions of consumers in and out of its distribution
network.®? Specifically in response to Pershing Square’s allegations, Herbalife has
stated that:

* Its products are priced competitively with other supplements;?

* 92% of the retail customers of its products are not distributors;1°

* [t meets or exceeds the industry standard on buybacks and has
minimal buyback restrictions;!! and

* 80% of the top 100 earners in the company in 2011 earned more than
their sponsors.1?

However, Pershing Square’s report alleges that Herbalife’s business practices
raise the very “red flags” that NCL’s checklist would deem indicative of an illegal
pyramid scheme, including:

* Overstating the amount of income distributors are likely to earn;

* Requiring distributors to recruit new members into the business
opportunity in order to realize significant returns on investment;

* Failing to accurately disclose the true profits earned by the
distributors at the very top of the business; and

* Making the “buyback” of unsold merchandise extremely difficult.13

As these conflicting statements from Pershing Square and Herbalife suggest,
it is difficult for the typical consumer, and even for the National Consumers League -
which has expertise in this area - to weigh these conflicting claims. We believe this
necessitates an investigation of the kind that the FTC is well equipped to conduct.
Indeed, the FTC is the federal agency with the greatest experience in investigating
fraud and exposing pyramid schemes, as the Commission’s recent enforcement
action against Fortune Hi-Tech Marketing illustrates.1#

We therefore ask that the FTC launch an investigation to determine whether
Herbalife is a legitimate MLM, as the company claims, or a pyramid scheme, as its
detractors claim. We would welcome the opportunity to speak with officials at the

8 Herbalife. “Herbalife Investor Day Presentation.” Pgs. 3, 5. January 10, 2013. Online:
http://files.shareholder.com/downloads/ABEA-487A]9/2277344498x0x627448/e3de3984-4dff-
4ca3-90al-alclcafecb4e/Herbalife Investor Day Presentation - 01.10.13.pdf

9 Ibid. Pg. 26

10 [bid. Pg. 42.

11 Ibid. Pg. 100.

12 Ihid. Pg. 62.

13 Pershing Square Capital Management, L.P. “Executive Summary of Pershing Square Capital
Management, L.P.'s Presentation of ‘Who Wants to be a Millionaire?"” Pgs. 1-2. December 20, 2012.
Online: http://factsaboutherbalife.com/wp-content/uploads/2012 /12 /Final-Exec-Summary-1.pdf
14 Federal Trade Commission. “FTC Action Leads Court to Halt Alleged Pyramid Scheme,” Press
Release. January 28, 2013. Online: http://www.ftc.gov/opa/2013/01/fhtm.shtm




Commission about this matter and our interest in getting at the truth on behalf of
U.S. consumers.

Sincerely,

g At

Sally Greenberg

Executive Director

National Consumers League
1701 K Street, NW

Suite 1200

Washington, DC 20006

Tel: (202) 835-3323 x830

cc: The Honorable Julie Brill
The Honorable Maureen K. Ohlhausen
The Honorable Joshua D. Wright



Vera, Elena R.

Subject: Meeting with Steve Holley

Location: HQ 385

Start: Tue 8/20/2013 1:00 PM

End: Tue 8/20/2013 2:00 PM

Recurrence: (none)

Meeting Status: Accepted

Organizer: Todaro, Christine

Required Attendees: Vaca, Monica E.; Greisman, Lois C; Ammerman, Janet; Anguizola, Roberto

We are back on for the original date and time.



Todaro, Christine

Subject: Sullivan & Cromwell represents Pershing Square; Ackman et al want to meet with us --
call Christine at # below

Location: Meeting will be held in 294

Start: Mon 3/4/2013 2:00 PM

End: Mon 3/4/2013 4:00 PM

Show Time As: Tentative

Recurrence: (none)

Meeting Status: Not yet responded

Organizer: Greisman, Lois C.

Required Attendees: Vaca, Monica E; Todaro, Christine; Hippsley, Heather; Vander Nat, Peter J.; Davis,
Regina L.

Optional Attendees: Ammerman, Janet

| allowed 2 hoursINO_t Responsive I

Let’s use the Blackberry #: (b)(ﬁ)




Hippsley, Heather

Subject: Sullivan & Cromwell represents Pershing Square; Ackman et al want to meet with us -- call
Christine at # below

Location: Meeting will be held in 294

Start: Mon 3/4/2013 2:00 PM

End: Mon 3/4/2013 4:00 PM

Recurrence: (none)

Meeting Status: Accepted

Organizer: Greisman, Lois C.

Required Attendees: Vaca, Monica E.; Todaro, Christine; Hippsley, Heather; Vander Nat, Peter J.; Davis, Regina L.
Optional Attendees: Ammerman, Janet

| allowed 2 hours|N

’

Let’s use the Blackberry #




Greisman, Lois C. </O=FTCEXCHANGE/OU=FIRST ADMINISTRATIVE GROUP/CN=RECIPIENTS/

al CN=LGREISMAN >

Sent: Wednesday, November 13, 2013 6:01 PM

To: Ammerman, Janet <jammermanl@ftc.gov>; Todaro, Christine <ctodaro@ftc.gov>; Vaca,
Monica E. <MVACA@ftc.gov>; Vander Nat, Peter J. <PVANDERNAT@ftc.gov>; Hart, Melissa
<mhart2@ftc.gov>

Subject: FW: Herbalife: A Pyramid Scheme Disguised as a Business Opportunity

From: Holley, Steven L. [mailto: HolleyS@sullcrom.com]

Sent: Wednesday, November 13, 2013 1:34 PM

To: Greisman, Lois C.

Subject: Herbalife: A Pyramid Scheme Disguised as a Business Opportunity

Hi Lois —
| thought you might be interested in a recent blog post by Brent Wilkes, National Executive Director of the League of United Latin

American Citizens, about Herbalife. It appeared on Monday on the Huffington Post website. http://mww.huffingtonpost.com/brent-a-
wilkes/herbalife-a-pyramid-scheme_b_4220426. html

Best regards,

Steve

Steven L. Holley | Sullivan & Cromwell LLP
125 Broad Street, New York, NY 10004-2498

T (212) 558-4737| 2(212) 291-9074
Eholleys@sullcrom.com

This e-mail is sent by a law firm and contains information that may be privileged and confidential. If you are not the intended recipient, please delete the e-mail and notify us
immediately.



Greisman, Lois C. </O=FTCEXCHANGE/OU=FIRST ADMINISTRATIVE GROUP/CN=RECIPIENTS/

Al CN=LGREISMAN >

Sent: Friday, August 16, 2013 2:58 PM

To: Todaro, Christine <ctodaro@ftc.gov>; Ammerman, Janet <jammermanl@ftc.gov>; Vaca,
Monica E. <MVACA@ftc.gov>

Subject: FW: Herbalife

From: Holley, Steven L. [mailto: HolleyS@sullcrom.com]
Sent: Friday, August 16, 2013 11:29 AM

To: Greisman, Lois C.

Subject: Herbalife

Hi Lois —

| wanted to be sure you saw the article in the Financial Times about Shawn Dahl and Online Business Systems, as well
as the related blog posting. Itis difficult to believe that Herbalife was unaware that Dahl was carrying on the business
that that the Canadian authorities ordered his mother-in-law to shut down because it was an illegal pyramid scheme.

We are looking forward to discussing the role of senior distributors in the Herbalife scheme at our meeting next week.
Regards,

Steve

Steven L. Holley | Sullivan & Cromwell LLP
125 Broad Street, New York, NY 10004-2498
| (212) 558-4737| B(212) 291-9074

Herbalife distribution network in
the spotlight

By Dan McCrum in New York

A fraud cannot survive the truth, which is why regulators opposed to pyramid schemes have focused on the
mundane but important role played by disclosure in undercutting a fraudulent sales pitch of easy riches.

So when, in 2004, a Canadian federal court convicted Global Online Systems, a promoter for the nutritional
supplement seller Herbalife, of being a “scheme of pyramid selling”, included in the remedies was a
requirement for more disclosure.

Representations about compensation would have to be fair, reasonable and timely in all communications. All
future materials were to comply with the law by clearly disclosing “the average income actually received by all
participants operating in Canada”.

Yet, by the time GOS and its two directors were convicted, their customers had been encouraged to move to a
new venture, Online Business Systems.



Both promoted the business of the Los Angeles-based direct seller, finding new Herbalife recruits, and then
selling lucrative services to those recruits.

Herbalife this year banned the purchase or sale of materials and business leads from OBS, but practices by its
promoter before the rift go to the heart of ions surrounding Herbalife’s business model, under intense
scrutiny since shortseller Bill Ackman last year accused the company of being a pyramid scheme, a charge it
denies.

Herbalife is a direct-selling business, one with a network of over 3m salespeople, known as distributors,
responsible for its sales of diet shakes and nutritional pills.

A legitimate multi-level marketing scheme is based around selling a product to end consumers, where higher
sales to happy customers mean higher profits, and Herbalife says that it is such a business.

By contrast, a pyramid scheme can still have a product, but the great majority of its sales people will not make
a profit from selling it. Instead those at the top of the pyramid exploit a steady series of new recruits who
invest money in their new business before eventually giving up, going bankrupt or moving on.

Those recruits might be encouraged to buy more product than they can sell in order to join the scheme and
qualify for bonuses and royalties earned by a team of distributors below them. Or they might be sold
expensive services to help them set up and run their own business, incurring costs that can only be recouped
by more recruiting.

Such costs can be high. OBS for instance, could charge several hundred dollars a year for sales materials, and
for providing websites for recruits. It could charge hundreds more for “sales leads”, the contact details for
potential new recruits to expand the network.

William Keep, professor of marketing at the College of New Jersey said that the lucrative sale of such leads “is
the underbelly of multi-level marketing”.

The profits made by powerful distributors from providing marketing services, website operations and sales
leads to new recruits can, he said, over time “bias an organisation towards recruiting: the tail wags the dog”.

Sales leads come from attracting recruits, which GOS found through a series of websites such
as successontherise.com, or freedomforgood.com, telling visitors that “sometimes the greatest risk...is not
taking one”.

Before GOS’s conviction in late 2004, customers were encouraged to move to Online Business Systems, and
the websites were rebranded. Herbalife distributors were told that OBS’s leaders had left GOS to “develop
enhanced automated marketing tools to improve our system while decreasing the cost of running our
businesses”.

The sales pitch remained the same — as did at least some of the tactics. A potential recruit would be
encouraged to sign up for a “decision package”, sent at an initial cost of only $9.95 for postage and packaging,
but subject to a further $39.95 charge if not sent back in 15 days. If they kept it, their details could then be
sold as a lead to a distributor for as much as $100 or more.

Among the testimonials of success and pictures of yachts in a recent OBS pack there are broad answers to the
question of how a distributor will earn income: “You’ll acquire retail customers and develop business leaders
who are interested in building a lifetime of residual income”.

In the small print it mentions that the income available — $500 to $1,000 a month from five to 10 hours per
week — are “representative of some of the most successful participants and the majority of individuals earn
less”. There is no mention, however of the company that for almost a decade was the source of this
opportunity, Herbalife, or the disclosure of all participants’ average income.



Distributors aiming to build a business would need to buy enough product from Herbalife to qualify for
royalties. Herbalife declined to comment on its Canadian disclosure or specific distributors.

The company said that its 350-strong compliance team ensures that distributors obey applicable laws, and
that “the vast majority of Herbalife distributors are successfully creating long-term customers through the
daily consumption of our nutrition products”. This year, Herbalife took steps to distance itself from OBS by
restricting distributors’ use of leads and marketing materials provided by the company. OBS did not respond
to requests for comment.

Herbalife does disclose earnings for Canadian distributors each year, but only for a subset of “active leaders”
that represents a tenth of overall participants, and before any expenses paid to an organisation such as OBS.
In 2011 the median gross annual earnings for that select group of distributors was C$534 (US$517).

http://ftalphaville.ft.com/2013/08/15/1604391/spot-the-difference-herbalife-edition/

Spot the difference, Herbalife edition

This guest post is submitted by Dan McCrum, the FT's US investment correspondent.

Hoisted from the web archives of the wayback machine, lets take a look at what 4u4meletsdream.com had
to offer back in 2004.

In February it looked like this:
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In October though, there was a subtle change:




Did you spot it? The online system that 2 moms had used to help others achieve financial freedom was still
available, it was just now offered by Online Business Systems, totally different you see from Global Online
Systems.

Both were promoters of Herbalife, that nutritional supplement direct seller which says claims by a dastardly
short seller that it is a pyramid scheme are the stuff of nonsense.

Global Online Systems would recruit distributors for Herbalife, and help the internet beginners build their
own empire of diet shakes. Of course a turnkey website is not cheap, but when customers were urged to

From the site:

+ Until September 15th, the cost to upgrade to your new OBS business tools (for those currently using GOS)
is FREE! Not only that, but your first month’s service fees will also be included for FREE. Your monthly fees
in the future will be only $39.99 USD. To the right, you'll find a link to detailed instructions on how to cancel
your old system tools — in order to avoid paying for services you won'’t be needing anymore, it's very
important that you do this right away!

+ The costs of all of your new OBS system tools have been greatly reduced so that everyone can take
advantage of what we have to offer. Everyone will get a recruiting site, administration system, training site,
retailing site, and voicemail system for only $100.00 USD. The costs associated with the Global Online
Systems tools were over $300.00 USD and the monthly fees exceeded $60.00 USD per month!

Why the change, a Herbalife man might have asked, well, the Q&A had the reason:
Why did we leave Global Online Systems?

A team of leaders wanted to develop enhanced automated marketing tools to improve our system while
decreasing the cost of running our businesses. Our goal was to provide our groups with higher-tech
marketing tools so our distributors could manage their businesses with greater efficiency. The Online
Business System includes automated lead management technology, advanced recruiting/retailing sites and
improved training manuals.

One of the greatest changes we’ve made within our new Online Business System is the superior quality of
our Decision Package. Our Decision Package includes an information booklet, a DVD, an audio CD and a
Video. It was developed by a team of professional writers, video producers and the Online Business
Systems Leadership Team. Once you see it, you'll understand how this new Decision Package will help you



build your business to the next level.

But about those Moms. The Canadian Competition Bureau had taken a look at Global Online Systems and
didn’t like what it found:

It was a “scheme of pyramid selling”, and the two directors, Deborah Stoltz and her sister Marilyn Thom paid
a C$150,000 fine in November of 2004. A prohibition order also prevented them from taking part in any
more schemes of pyramid selling:

For the purposes of this agreement, a scheme of pyramid selling means a multi-level marketing plan that
includes any of the following elements:

(a) participants in the plan give consideration, including cash or any other benefit, for the right to receive
consideration when others are recruited into the plan who, in turn give consideration for the same right. For
greater certainty, consideration may include profit derived from the sale of all marketing material including all
videos, audio tapes, distribution packages and promotional booklets.

The rest is in the prohibition order.

That judgement is in line with Canadian Law, but it didn't specifically apply to Online Business Systems,
which has a totally different name and was run by the daughter of Ms Stoltz, Nicole Dahl and husband
Shawn Dahl.

Team Dahl went on to become one of the most important distributors in Herbalife’s network, gracing the
cover of its 2009 magazine when they entered the elite Chairman’s Club, so we were sure that Herbalife
checked it out and made certain everything was above board, before the company took steps to cut Online
Business Systems out of its network of distributors in February this year.

The company gave us this statement:

We believe this story is yet another desperate example of Pershing Square’s reckless $1 billion bet against
Herbalife, which according to recent media estimates currently represents an approximately $350 million
loss for Mr. Ackman’s fund.

Herbalife’'s 350-strong global Distributor Business Practices and Compliance team takes proactive and
responsive measures to identify, research, and address each and every infraction of Herbalife’s Distributor
Rules and applicable regulation and law. Their efforts range from counseling and education to sanctions
such as suspensions, fines, and even termination of distributorships. The vast majority of Herbalife
distributors are successfully creating long-term customers through the daily consumption of our nutrition
products and the unique support they provide.

We’ve asked Online Business Systems, Ms Stoltz, Ms Thom and Mr & Mrs Dahl for comment, but no
response has yet arrived.

This e-mail is sent by a law firm and contains information that may be privileged and confidential. If you are not the intended recipient, please delete the e-mail and notify us
immediately.



Greisman, Lois C. </O=FTCEXCHANGE/OU=FIRST ADMINISTRATIVE GROUP/CN=RECIPIENTS/

al CN=LGREISMAN >
Sent: Monday, October 28, 2013 2:59 PM
To: Vander Nat, Peter J. <PVANDERNAT@ftc.gov>; Vaca, Monica E. <MVACA@ftc.gov>;

Ammerman, Janet <jammermanl@ftc.gov>; Todaro, Christine <ctodaro@ftc.gov>
Subject: FW: Herbalife

From: Holley, Steven L. [mailto: HolleyS@sullcrom.com]
Sent: Monday, October 28, 2013 1:26 PM

To: Greisman, Lois C.

Subject: Herbalife

Hi Lois —
| thought you might be interested in this article by Matt Stewart, which was posted on Seeking Alpha last Friday.
Regards,

Steve

Steven L. Holley | Sullivan & Cromwell LLP
125 Broad Street, New York, NY 10004-2498

& (212) 558-4737| B1(212) 291-9074
holleys@sullcrom.com

http://seekingalpha.com/article/1773702-has-carl-icahns-herbalife-position-left-him-exposed?

Has Carl Icahn's Herbalife Position Left Him Exposed?

Oct 25 2013, 10:34
Matt Stewart
Full Disclosure: | am short HLF.

Up until last December | had never heard of Herbalife (HLF). It seems all of the fitness crazed Moms and
Dads here in Short Hills, NJ don't see Formula 1 as the key to the fountain of youth. To this day | have never
seen anyone around where | live mention or drink an F-1 shake.

| had, however, followed Mr. Ackman's investing career. | was certainly familiar with his in-depth analysis on
MBIA and Ambac Financial and his success outsmarting both Warburg Pincus and Third Avenue
Management on that investment. | have also read Confidence Game. Anyone who underestimates Mr.
Ackman's tenacity should read this book. The story is fascinating.

So, when | heard that Mr. Ackman had made a 3 hour presentation on a new Short Sale idea | was
intrigued. | did not watch the presentation live. | watched a postview. | am not affiliated with Perhsing Square
in any way. | have never met nor spoken to Mr. Ackman. My contact with Pershing Square begins and ends
with a request from one of their analysts to link to some of my Seeking Alpha articles on
factsaboutherbalife.com. Otherwise, | know nothing about their progress on this investment other than what
is reported in the news.

My due diligence started by watching Pershing Square's presentation. From there | jumped to the 10ks and
10Qs and 8ks. | struck up a dialogue with some very well-informed individuals including Mr. William Keep
who | highly regard and Mr. Robert Fitzpatrick. | have also been shown great kindness by other concerned
citizens including Bruce Craig and Doug Brooks to name but a few.

| am a marketer by training with an MBA from Babson College. | studied retail strategy with Douglas Tigert,



the world's pre-eminent expert in his field. | used to run the marketing department for Canada's largest
bank's Wealth Management Division. Marketers become experts in demographics and psychographics and
consumer behavior, etc. Mostly what we are preoccupied with is the acquisition, development, and retention
of customers that have a high life-time value/positive NPV.

The first time | looked at Herbalife's financials | was immediately perplexed by the following.

Herbalife prints some of the most outstanding financial metrics | have ever seen.

Specifically:

« 80% gross margins

« double digit net margins

« ROE north of 80%

« ROIC north of 50%

« executive compensation in the multiple millions of $
Investors can review Herbalife's metrics here. These metrics are what | would call "super normal".
Companies like Proctor and Gamble or Diageo would drool to get these kinds of gross margins for a
consumer product. Funny, when something seems too good to be true it usually is.
So, | started digging further. The more research | did the more obvious it became to me that the reason
Herbalife is able to make so much money is because their business partners make so little. In practice it is
likely that most Herbalife distributors realize a negative NPV on the capital they risk.
By now you all know that the reason they all make so little is because they are deceived - deceived by a
deceptive enterprise. At least that is my thesis.
Yesterday Carl lcahn was on CNBC talking about how Herbalife is undervalued. As | listened to him talk to
Scott Wapner it struck me that perhaps Mr. Icahn himself has become the promoter of a fraud. More on that
later.
The building blocks for the thesis that Herbalife is an illegal enterprise are as follows:

« Herbalife manufactures an array of undifferentiated weight management products.

« These products are sold to a network of individual distributors

« The company attains usurious gross margins when it sells the product.

« The company also surcharges the product with usurious Shipping, Handling and Administrative Fees

« In order to move product the company markets a business opportunity to its distributors.

« The business opportunity is outlined in the company's Marketing Plan.

« The company's Marketing Plan is a pyramid scheme
Why is the Marketing Plan a pyramid scheme?
At the top of the scheme are the plan's sponsors. These are the folks like Doran Andre and John Tartol and
Leslie Stanford. These folks spend the bulk of their time traveling the globe as evangelists for the company's
Marketing Plan. These individuals are the company's most senior recruiters. Let's call them the P.T.
Barnums of Herbalife. To the plan's sponsors "Every Crowd Has a Silver Lining." If you are part of the Latino
crowd all the better it would seem.
The first step in the Herbalife pyramid scheme is obvious - the promise of riches. Distributors up and down
the Herbalife pyramid scheme routinely advance wildly exaggerated earnings claims/business prospects to
naive recruits. The evidence of this kind of exaggeration is literally everywhere. For a small taste of it visit
factsaboutherbalife.com. Here is but one small example of a recruiter romanticizing a group of new recruits.
Indicia #1 of a Pyramid Scheme - Exaggerated Earnings Claims
What is the key to achieving great wealth and prosperity? How do you too drive a Ferrari like Doran Andre?
A. Follow the Company's Marketing Plan
The company's Marketing Plan has a pathway to success. You start as a distributor at the bottom and
immediately look-up to the Top of the pyramid 11 levels above youas a newbie.
How do you advance in the plan?
Volume Points. Every time you make a purchase you acquire Volume Points. The more Volume Points you
acquire the faster you advance in the plan.
Herbalife's Marketing Plan immediately encourages the purchase of Volume Points. To advance to
SUPERVISOR and to acquire a 50% discount on product purchased you must acquire 4,000 Volume Points
or two consecutive months at 2,500 Volume Points. Let's let John Tartol and Leslie Stanford tell you how it
works.
The acquisition of Volume Points to secure a higher discount/to advance in the Marketing Plan is called
Inventory Loading.



Aside: "Inventory loading" occurs when distributors make the minimum required purchases to receive
recruitment-based bonuses without reselling the products to consumers.

Indicia # 2 of a Pyramid Scheme - Incentives that Promote Inventory Loading

How do you make money?

All commissions in the Herbalife Marketing plan are paid out based upon product purchases. Not a single
commission is paid when product is purchased by a retail customer. Whether or not a can of shake mix is
ever sold to a retail customer does not influence whether or not an upline sponsor earns a commission. As
long as the upline sponsor can convince a downline recruit to make a purchase of inventory the upline
sponsor makes a commission.

Indicia # 3 of a Pyramid Scheme - The payment of compensation facially unrelated to retail sales.
What is the focus of the Marketing Plan?

Legitimate Multi-Level marketing plans focus on retailing as their primary objective. Herbalife's marketing
plan incentivizes recruiting.

How can we be sure?

Over 4 million new recruits have been recruited in the past two years alone.

Indicia #4 of a Pyramid Scheme - a compensation system that emphasizes recruitment over retail
sales.

Do distributors make money?

According to the company's annual Statement of Compensation the promises of great riches advanced by
the recruiters like Doran Andre don't exactly come to pass. Most participants don't make much money at all.
As a result, most participants quit the business within a year or two.

Indicia # 5 of a Pyramid Scheme - High Churn Rates/Failure Rates

How does the company continue to grow even as it loses so many of its distributors?

A. Relentless recruiting. Specifically, Herbalife's marketing plan encourages an endless chain of recruitment.
The company is now in over 88 countries around the world. The Marketing Plan has aggressively saturated
most geographies globally.

Indicia # 6 of a Pyramid Scheme - a compensation system that encourages an Endless Chain of
Recruitment.

Q. Is Herbalife one of the largest frauds in history operating within the jurisdiction of both the FTC and the
SEC?

The answer is likely "Yes"

Why? What is unique about Herbalife is the following.

Not only does the company's Marketing Plan siphon cashflow from junior recruits into the hands of these
recruits' upline sponsors, the company takes the initiative a dramatic step further.

The company has taken the cashflow produced by its Marketing Plan and issued securities to the public.
Retail and institutional investors can acquire a stake in the work product of Herbalife's Marketing Plan. This
is a critical observation for the following reasons.

If Herbalife is a multi-billion dollar pyramid scheme then not only are its promoters likely guilty of promoting a
business opportunity fraud but in all likelihood the promoters are also guilty of promoting securities fraud.
The securities fraud would likely exist on two levels.

1) The distributorships themselves are likely fraudulent securities. Selling a business opportunity that doesn't
deliver the goods due to the systemic problems manifest in a pyramid scheme is a form of securities fraud
under both state and federal law.

2) The equity and debt issued by the company is also a fraud of epic proportions. Selling securities in a firm
under the premise that said firm is legitimate if and when it is actually an illegitimate pyramid scheme is an
obvious promotion of fraud. Today, the capitalized value of HLF common equity is around $7 billion. Almost
all of it likely financed by the churn in Herbalife's distributor base.

Which leads me to Mr. Icahn.

Mr. Icahn has taken an aggressive long position in Herbalife's common equity. Ostensibly, this sets-up Icahn
Partners to be a potential victim of the fraud advanced by Mr. Johnson and the rest of Herbalife's Board of
Directors. Mr. Icahn may find himself a victim as might any other long investors in Herbalife's common equity
when regulators intervene, except for one thing.

Mr. Icahn crossed over the line from being an outside, passive, minority investor to being an inside, active,
minority investor.

Specifically, Mr. lcahn's company has two seats on the Herbalife board and now forms an integral part of




the company's governance.

In effect, Mr. Icahn is now a promoter of the Herbalife narrative or if you prefer a promoter of the Herbalife
scheme. As investors we have already seen evidence of Mr. Icahn talking his book. As recently as
yesterday, Mr. Icahn repeated again publically that Herbalife is an undervalued company. This struck me as
odd as we sit here 2 days before their Q3 release but what do | know?

More notably, as the Chairman of a company that has two seats on Herbalife's Board of Directors, Mr. Icahn
is now a promoter of the Herbalife Marketing Plan, just as John Tartol is, just as Mike Johnson is, just as
John Di Simone is and just as every other participant in the Herbalife story is.

From Webster v. Omnitrition the case law on this point is clear. Pyramid schemes not only violate a number
of anti-fraud statutes but they also run contra to securities laws.

[4] In S.E.C. v. Glenn W. Turner Enters., Inc., 474 F.2d 476 (9th Cir.), cert. denied, 414 U.S. 821, 94 S.Ct.
117, 38 L.Ed.2d 53 (1973), we declared that investments in a pyramid scheme were "investment contracts"
and thus securities within the meaning of the federal securities laws. If Omnitrition's program is a pyramid
scheme, investments in the program's supervisor positions are securities.

If Omnitrition’s program involves the sale of securities, Omnitrition is liable under § 12(1) for failing to file a
registration statement. Section 12(1) imposes civil liability on one who "offers or sells a security in violation
of section 77e." 15 U.S.C. § 771(1) (1981). Section 77e(c) makes it unlawful "to offer to sell ... any security,
unless a registration statement has been filed as to such security ..." 15 U.S.C. § 77e(c) (1981). There is no
scienter requirement to § 12(1). Wolf v. Banco Nacional De Mexico, 549 F.Supp. 841, 853 (N.D.Cal.1982),
rev'd on other grounds, 739 F.2d 1458 (9th Cir.1984), cert. denied, 469 U.S. 1108, 105 S.Ct. 784, 83
L.Ed.2d 778 (1985).

The ruling goes on to state the following:

Section 10(b) of the Securities Exchange Act of 1934 makes it unlawful "[t]o use or employ, in connection
with the purchase or sale of any security ... any manipulative or deceptive device or contrivance in
contravention of such rules and regulations as the Commission may prescribe ..." 15 U.S.C. 78j(b).
Securities and Exchange Commission Rule 10b-5 prohibits engaging "in any act, practice, or course of
business which operates or would operate as a fraud or deceit upon any person, in connection with the
purchase or sale of any security." 17 C.F.R. § 240.10b-5(c). Federal antifraud securities laws are to be
construed broadly. Herman & MacLean v. Huddleston, 459 U.S. 375, 386- 87, 103 S.Ct. 683, 689, 74
L.Ed.2d 548 (1983).

[6] We hold that operation of a pyramid scheme violates 10b-5's prohibition against engaging in an "act,
practice or course of business which operates as a fraud or deceit upon any person." A jury could rationally
conclude that the promotion of a pyramid scheme demonstrates the necessary fraudulent intent. See In re
Software Toolworks, Inc. Sec. Litigation, 50 F.3d 615, 628-29 (9th Cir.) (holding summary judgment on 10b-
5 claim to be improper, even in absence of direct evidence of fraudulent intent, where evidence permitted a
"reasonable inference" of scienter), cert. denied, --- U.S. ----, 116 S.Ct. 274, 133 L.Ed.2d 195 (1995).
Because there is a genuine dispute of material fact as to whether Omnitrition operated a fraudulent pyramid
scheme, the district court should not have granted summary judgment on Webster's 10b-5 claims.

Section 12(2) imposes civil liability on any person who "offers or sells a security ... by means of a prospectus
or oral communication, which includes an untrue statement of a material fact or omits to state a material
fact necessary in order to make the statements, in the light of the circumstances under which they were
made, not misleading ..." 15 U.S.C. § 771(2). There is genuine dispute over whether Omnitrition made false
statements of fact when it declared Omnitrition was not a pyramid scheme. Even absent such statements,
a company which promotes an inherently fraudulent pyramid scheme "omits to state a material fact"
for purposes of § 12(2) when it does not explain that the program is bound to collapse.

Mr. Ackman is convinced that Herbalife is a pyramid scheme. | agree with this analysis. If we are correct,
there are a number of second-order effects/implications for those on the other side of the trade.

To say that the members of Herbalife's management team are "all-in" reputationally with the Herbalife
juggernaut would be an understatement. Nothing might be more humbling than going from making $10
million one year to doing a perp walk the next. Even a small probability of this kind of outcome must be very
stressful for Herbalife executives and their families.

One might wonder if some insider will turn state's evidence at some point along the way to mitigate his/her
exposure as a whistle blower. Who knows?

As for Mr. lcahn?

It strikes me as curious as to why anyone would voluntarily want to try to pick-up reputational nickels in front



of a bulldozer. If Mr. lcahn is correct about Herbalife then he likely makes a great amount of money.

If he is incorrect then it strikes me that he has now exposed himself to the potential liability that comes with
being the promoter of a fraud.

After completing a significant amount of due diligence piggy-backing on the great work done by Shane
Dineen and his team at Pershing Square it is obvious to me that Herbalife's Marketing Plan is a pyramid
scheme. That's my take. To be long and disagree is one thing. To be long and disagree and take two seats
on the company's Board of Directors is quite another.

It seems doubtful that both the SEC and the FTC will turn a blind eye to a massive fraud now that it has
been brought to their attention with both thorough and rigorous amounts of investigation and evidence.
How anyone can argue rationally that this company's senior distributors don't over-exaggerate earnings
potential escapes me completely. These exaggerations are, of course, the first step down the Yellow Brick
Road on the way to find the Wizard of Oz.

"We hear he is a wizardful Wiz if ever a Wiz there was." - at least that is what Michael Johnson tells us
(metaphorically speaking).

It seems equally unlikely that the members of the Hispanic Caucus in Congress will stand by idly as their
fellow citizens are victimized.

It also seems doubtful that Herbalife will be able to prove that upline recruiting rewards are financed by
legitimate retail sales rather than the ongoing purchases of distributors churning and dying on the climb to
Mount SUPERVISOR in pursuit of riches that will never materialize.

As for whether or not Mr. lcahn may be involved in the promotion of a fraudulent business venture?

As always, Time will Tell

This e-mail is sent by a law firm and contains information that may be privileged and confidential. If you are not the intended recipient, please delete the e-mail and notify us
immediately.



Greisman, Lois C. </O=FTCEXCHANGE/OU=FIRST ADMINISTRATIVE GROUP/CN=RECIPIENTS/

Al CN=LGREISMAN >

Sent: Wednesday, October 16, 2013 9:53 AM

To: Vaca, Monica E. <MVACA@ftc.gov>; Ammerman, Janet <jammermanl@ftc.gov>; Vander
Nat, Peter J. <PVANDERNAT@ftc.gov>; Todaro, Christine <ctodaro@ftc.gov>

Subject: FW: HLF - Bostick

Attach: Bostick - Order Denying Motion to Dismiss.pdf

From: Holley, Steven L. [mailto: HolleyS@sullcrom.com]
Sent: Tuesday, October 15, 2013 6:52 PM

To: Greisman, Lois C.

Subject: HLF - Bostick

Hi Lois —

| thought you might be interested to know that the federal district court in California recently denied Herbalife's motion
to dismiss the complaint in the Bostick case. In doing so, the court rejected a couple of Herbalife's central arguments.
The following sections of the opinion are particularly notable:

+  “Plaintiff's concession that purchasing an International Business Pack is not an investment inventory does not
mean that Plaintiff cannot use this payment to satisfy the first element of the Koscot test. Rather, this payment of
money satisfies both the ‘significant consideration’ language of Penal Code § 327 and the ‘payments of money’
language of Koscot— absent this payment an individual may not become a distributor within the Herbalife

hierarchy. . . . Further, similar to Omnitrition, distributors in the Herbalife hierarchy can purchase large inventories of
goods in order to more fully receive the benefits of the program, such as increased discounts on future purchases.” (p.
8)

«  “The considerable discounts and advantages offered to supervisors presents the same risk of a recruitment focus
present in Omnitrition. See Omnitrition, 79 F.3d at 782. Although Defendants contend that distributors should be
classified as ultimate users, Omnitrition points out that [i]f Koscot is to have any teeth, [a sale for a distributor’s
personal use] cannot satisfy the requirement that sales be to “ultimate users” of a product.’ Id. at 783. Therefore,
downline distributors are not ultimate users for purposes of the second element of the Koscot test. Accordingly, Plaintiff
has adequately alleged that supervisors pay money to receive recruitment rewards which are unrelated to the sale of
products to ultimate users.” (p. 9 (footnote omitted).)

If sales to those inside the Herbalife distribution system do not count as true retail sales, then it is difficult to see how
Herbalife is a legitimate MLM as opposed to an illegal pyramid scheme.

Regards,

Steve

Steven L. Holley | Sullivan & Cromwell LLP

125 Broad Street, New York, NY 10004-2498

@ (212) 558-4737| B1(212) 291-9074

This e-mail is sent by a law firm and contains information that may be privileged and confidential. If you are not the intended recipient, please delete the e-mail and notify us
immediately,
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ORDER RE MOTION TO DISMISS [22]

Plaintiff Dana Bostick seeks to represent a putative class against Defendants
Herbalife International of America, Inc; Herbalife International, Inc.; and Herbalife, LTD
(collectively “Herbalife™ or “Defendants™). Plaintiff alleges that Defendants: (1) violated
California’s Endless Chain Scheme Law, Cal. Penal Code § 327; (2) violated California’s
Unfair Competition Law (“UCL™), Cal. Bus. & Prof. Code § 17200 ; (3) violated
Californmia’s False Advertising Law (“FAL”), Cal. Bus. & Prof. Code § 17500; and (4)
committed multiple violations of the Racketeer Influenced and Corrupt Organizations Act
(“RICO™), 18 U.S.C. § 1961 et seq." Presently before the Court is Defendants” Motion to
Dismiss. (Dkt. 22.) For the following reasons, the Court DENIES Defendants” Motion.

I. STATEMENT OF FACTS AND PROCEDURAL HISTORY

Plaintiff Dana Bostick, an individual residing in California, seeks to represent a
putative class of individuals injured by joining an alleged pyramid scheme run by
Herbalife. (Compl. 994, 5.) An individual may become a vendor of Herbalife products,
known as a distributor, if they purchase an Herbalife International Business Pack for
$95.95 or a mini International Business Pack for $57.75. (/d. 9§ 34.)

Herbalife is a multi-level distribution system, which relies on individual
distributors to market, promote, and distribute Herbalife products. (/d. § 32.) Herbalife

! Plaintiff concedes that his second, third, and fourth causes of action, alleging RICO violations, should
be dismissed. (Opp’n at 9, 25.) Accordingly, the Court will not consider those causes of action and
dismisses them.
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recruits potential distributors by promising chances for immediate, daily profit while
providing an opportunity to take charge of one’s life by being one’s own boss. (/d. § 35—
37.) Herbalife promotes itself through a magazine titled “Live The Good Life! Herbalife”
as well as testimonial videos recounting individual success stories. (/d. Y49, 139.)

Herbalife is comprised of a hierarchy of distributors, with the various levels
determining eligibility for discounted Herbalife products and other benefits. (See id. 9
58-131). This hierarchy is comprised of eleven levels of distributors, starting from the
Distributor rank and ending at the Founder’s Circle rank. (/d. § 58.) If a distributor
recruits another Herbalife distributor, the recruit becomes a junior or “downline”
distributor. (/d. § 60.) “Upline” distributors earn bonuses when downline distributors
make purchases. (/d.) All new distributors join a line of sponsorship that is traced upline
to the highest level of the Herbalife hierarchy. (/d. 9 59.) Distributors may return
products purchased from Herbalife within twelve months of the purchase date. (/d.
209.) However, a distributor may not return a product purchased from an upline
Supervisor. (/d.§210.)

In order for a Distributor to move up to higher ranks within the hierarchy, he must
accumulate a certain amount of “Volume™ in a specific time period. (/d. § 62.) Volume is
calculated by the number of Volume Points a distributor amasses, which is based on a
ratio between products and their monetary value. (/d. § 63.) A distributor can earn
Volume Points if a downline distributor purchases Herbalife products, or if the distributor
personally orders products. (/d. § 65.) When a distributor personally purchases the
product, they amass Personally Purchased Volume Points. (/d.)

Distributors, as the lowest rung of the Herbalife hierarchy, earn a 25% discount
from the retail price of goods. (/d. § 67.) For every one dollar that a Distributor spends
on Herbalife products, $0.64 goes upline. (/d. §69.) The fifth rung in the hierarchy,
Supervisor, classifies a distributor as a Sales Leader, and allows them to purchase
Herbalife products at a 50% discount. (/d. 9 98.) Although there are a number of ways to
become a Supervisor, a distributor can become a Supervisor without personally
purchasing or reselling any Herbalife products. (/d. 4 91.)

CV-90 (06/04) CIVIL MINUTES — GENERAL Page 2 of 12
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A Supervisor receives an additional benefit by becoming eligible for “Royalty
Overrides,” a commission from other downline Supervisors. (/d. 9 101, 102.) However,
to qualify for Roylaty Overrides, a Supervisor must comply with both the “10-Retail
Customer Rule” and the “70% Rule.” (/d. 9 104.) Under these rules, a Supervisor must
personally sell to at least ten separate retail customers, and at least 70% of the total value
of Herbalife products that the Supervisor purchases must be sold or consumed within that
month. (/d. §104.)

On April 6, 2012, Plaintiff became an Herbalife Distributor. (/d. § 50.) Over a
four month period, Plaintiff placed 8 total orders for Herbalife products. (/d. § 52.)*
Although Plaintiff worked hard, he recruited only one person—his lifelong friend. (/d.
51.) Plaintiff’s attempts to sell the products he purchased to wholesalers were
unsuccessful because he had to sell at nearly full retail value to make a profit—an
unappealing rate compared to prices offered by higher upline distributors. (/d. 4 54.)

Plaintiff contends that he cannot make a profit because Herbalife’s system of
graduated discounts means those getting Herbalife products at a 25% discount must
compete with those getting products at a 50% discount. (/d. 4 183.) Further, the
Herbalife structure systematically rewards recruiting other distributors over retail sales.
(/d.§2.)

Dissatisfied with Herbalife’s structure and misrepresentations regarding the chance
to generate meaningful income, Plaintiffs filed his Complaint on April 8, 2013. (Dkt. 1.)
Presently before the Court is Defendants’ Motion to Dismiss. (Dkt. 22.)

II. LEGAL STANDARD

A complaint may be dismissed for failure to state a claim upon which relief can be
granted. See Fed. R. Civ. P. 12(b)(6). “To survive a motion to dismiss, a complaint must
contain sufficient factual matter, accepted as true, to ‘state a claim to relief that is
plausible on its face.” A claim has facial plausibility when the plaintiff pleads factual

8 Plaintiff placed these orders on April 6, 2012; April 26, 2012; May 21, 2012; June 18, 2012; June 19,
2012; June 22, 2012; June 27, 2012; and July 20, 2012. (/d. § 52.)
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content that allows the court to draw the reasonable inference that the defendant is liable
for the misconduct alleged.” Ashcroft v. Igbal, 556 U.S. 662, 129 S.Ct. 1937, 1949
(2009) (quoting Bell Atlantic Corp. v. Twombly, 550 U.S. 554, 570 (2007)). “[A]
plaintiff’s obligation to provide the grounds of his entitlement to relief requires more than
labels and conclusion, and a formulaic recitation of the elements of a cause of action will
not do. Factual allegations must be enough to raise a right to relief above the speculative
level, on the assumption that all the allegations in the complaint are true (even if doubtful
in fact).” Twombly, 550 U.S. at 555 (internal quotation marks and ellipsis omitted).

To determine whether a complaint states a claim sufficient to withstand dismissal,
a court considers the contents of the complaint and its attached exhibits, documents
incorporated into the complaint by reference, and matters properly subject to judicial
notice. 7ellabs, Inc. v. Makor Issues & Rights, Ltd., 551 U.S. 308, 322-34 (2007); Lee b.
City of Los Angeles, 250 F.3d 668, 668 (9th Cir. 2001). The court must accept as true all
factual allegations contained in the complaint. That principle, however, “is inapplicable
to legal conclusions. Threadbare recitals of the elements of a cause of action, supported
by mere conclusory statements, do not suffice.” Igbal, 556 U.S. at 678.

Where a motion to dismiss is granted, a district court should provide leave to
amend unless it is clear that the complaint could not be saved by any amendment.
Manzarek v. St. Paul Fire & Marine Ins. Co., 519 F.3d 1025, 1031 (9th Cir. 2008)
(citation omitted).

IV. ANALYSIS

The Court will first examine whether it retains subject matter jurisdiction following
the dismissal of the RICO causes of action, which were pleaded as the original basis for
subject matter jurisdiction. The Court will then examine the sufficiency of Plaintiff’s
allegations as to the first cause of action for a violation of California’s Endless Chain
Scheme Law, the fourth cause of action for a violation of California’s UCL, and the fifth
cause of action for a violation of California’s FAL.
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A.  Subject Matter Jurisdiction

After the dismissal of the RICO claims, Defendants contend that the Complaint
must be dismissed for lack of subject matter jurisdiction. On the other hand, Plaintiffs
contend that after the dismissal of the federal question causes of action, the Court still has
subject matter jurisdiction based on the Class Action Fairness Act (“CAFA™), 28 U.S.C.
§ 1332(d).

Federal courts have a continual sua sponte duty to examine their subject matter
jurisdiction. See United Investors Life Ins. Co. v. Waddell & Reed, Inc., 360 F.3d 960,
96667 (9th Cir. 2004). Section 1332(d)(9)(C) provides that a district court shall not
have original jurisdiction when a class action solely involves a claim that “relat|[es] to the
rights, duties (including fiduciary duties), and obligations relating to or created by or
pursuant to any security (as defined under section 2(a)(1) of the Securities Act of 1993
(15 U.S.C. 77b(a)(1)).” 28 U.S.C. § 1332(d)(9)(C). “If a complaint contains a claim
implicating one of CAFA's exceptions, bhut also involves other non-excepted claims, the
case should remain in federal court.” Tuttle v. Sky Bell Asset Mgmt., LLC, 2011 U.S. Dist.
LEXIS 7466, *14 (N.D. Cal. Jan. 21, 2011) (emphasis in original) (citing to Anwar v.
Fairfield Greenwich Ltd., 676 F. Supp. 2d 285, 293 (S.D.N.Y. Dec. 23, 2009)).
Investments in a pyramid scheme are investment contracts, and therefore classified as
securities under federal securities law. Webster v. Omnitrition Int'l, Inc., 79 ¥.3d 776,
784 (9th Cir. 1996) (citing to S.E.C. v. Glenn W. Turner Enters., Inc., 474 F.2d 476,

482 (9th Cir.), cert. denied, 414 U.S. 821,38 L. Ed. 2d 53,94 S. Ct. 117 (1973)).

Here, Defendants allege that Plaintiff’s only remaining claims arise out of a
security interest. While it is true that, under Omnitrition, Plaintiff’s Herbalife purchases
are classifiable as securities, Plaintiff’s fourth and fifth causes of actions allege violations
of California’s UCL and FAL laws. These causes of action assert violations based on
false and misleading advertising. (Compl. {9 274, 282.) Therefore, the Complaint’s
allegations are not solely based on investments into a pyramid scheme which must be
considered security interests, but rather contain claims which do not fall under the
Section 1332(d)(9)(C) exception. Thus, Plaintiff does not solely sue under the 1933
Securities Act and the Court has jurisdiction under CAFA. Accordingly, this Court
retains subject matter jurisdiction as established by the factual allegations of the
Complaint, and may proceed to the merits of Defendants” motion.
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B. First Cause of Action: Endless Chain Scheme

Defendants contend that Plaintiff’s Endless Chain Scheme claim should be
dismissed because: (1) Plaintiffs fail to state a claim and (2) Plaintiffs” only requested
relief, rescission, is precluded.

1: Failure to State a Claim

Pyramid schemes are considered inherently fraudulent, because they must
eventually collapse. See, e.g., S.E.C. v. International Loan Network, Inc., 968 F.2d 1304,
1308-09 (D.C. Cir. 1992). “Like chain letters, pyramid schemes may make money for
those at the top of the chain or pyramid, but must end up disappointing those at the
bottom who can find no recruits.” Omnitrition, 79 F.3d at 781 (citing In re Koscot
Interplanetary, Inc., 86 F. T.C. 1106, 1181 (1975), aff'd mem. sub nom, Turner v.

F.1.C., 580 F.2d 701 (D.C. Cir. 1978)). The Koscot Court applied the Federal Trade
Commission test in determining what constitutes a pyramid scheme. Omnitrition, 79
F.3d at 781. The Koscot test specifies that a pyramid scheme is “characterized by the
payment of participants of money to the company in return for which they receive the
right to (1) sell a product and (2) receive in return for recruiting other participants into the
program rewards which are unrelated to sale of the product to ultimate users.” Koscot, 86
F.T.C. at 1181. The Ninth Circuit has adopted the Koscot test in determining the
existence of a pyramid scheme. Omnitrition, 79 F.3d at 782.

Plaintiffs allege that Herbalife has violated Section 327 of the California Penal
Code, which defines an endless chain scheme as:

[A]ny scheme for the disposal or distribution of property whereby a
participant pays a valuable consideration for the chance to receive
compensation for introducing one or more additional persons into
participation in the scheme or for the chance to receive compensation when
a person introduced by the participant introduces a new participant.
Compensation, as used in this section, does not mean or include payment
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based upon sales made to persons who are not participants in the scheme and
who are not purchasing in order to participate in the scheme.

Cal. Penal Code § 327. The Ninth circuit has determined that the test for section 327 is
nearly identical to the Koscot test. Omnitrition, 79 F.3d at 787 (“This definition is
equivalent, if not identical, to the Koscot test.”)

A party may rebut allegations of a pyramid scheme by showing that its policies
prevent inventory loading and encourage retail sales. See in re Amway Corp., 93 F.T.C.
618, 715-16 (1979). However, the existence of rules patterned after Amway is not
sufficient; there must be evidence that the “safeguards are enforced and actually serve to
deter inventory loading and encourage retail sales.” Omnitrition, 79 F.3d at 782-83.

The Court will first examine whether the Complaint alleges facts sufficient to
satisfy the Koscot test, then whether Defendants’ distribution rules, which have been
modeled after Amway, are enforced and effective.

a. Koscot Test

1. Distributors Pay Money for the Right to Sell
Herbalife Products.

The first element of the Koscot test requires a showing that participants pay money
for the right to sell products. Koscot, 86 F.T.C. at 1181. Plaintiff alleges that the only
investment necessary to become a Distributor is $95.55 for an International Business
Pack, or $57.75 for a mini International Business Pack. (Compl. § 189.) Plaintiff further
admits that this fee does not constitute an investment inventory under Amway. (Id.)
However, Plaintiff alleges that the discounted rate on purchases that is available to
Supervisors requires an investment beyond the purchase of an International Business
Pack. (/d. 9 190.) Despite this, Plaintiff admits that one can become a Supervisor
without purchasing or reselling any Herbalife products. (/d. §91.)

Both parties interpret the following passage from Omnitrition as being dispositive
in their favor as to the first Koscot element:
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To become a supervisor, a participant must pay a substantial amount of
money to Omnitrition in the form of large monthly product orders. The
"payment of money" element of a pyramid scheme can be met where the
participant is required to purchase "non returnable" inventory in order to
receive the full benefits of the program. In exchange for these purchases, the
supervisor receives the right to sell the products and earn compensation
based on product orders made by the supervisor's recruits. This
compensation is facially "unrelated to the sale of the product to ultimate
users" because it is paid based on the suggested retail price of the
amount ordered from Omnitrition, rather than based on actual sales to
consumers.

79 F.3d at 782 (internal citations omitted) (emphasis in original).

Here, Plaintiff’s concession that purchasing an International Business Pack is not
an investment inventory does not mean that Plaintiff cannot use this payment to satisfy
the first element of the Koscot test. Rather, this payment of money satisfies both the
“significant consideration” language of Penal Code § 327 and the “payments of money™
language of Koscot— absent this payment an individual may not become a distributor
within the Herbalife hierarchy.

Further, similar to Omnitrition, distributors in the Herbalife hierarchy can purchase
large inventories of goods in order to more fully receive the benefits of the program, such
as increased discounts on future purchases. Although Defendants rely heavily on
Plaintiffs’ concession that distributors need not purchase any inventory in order to
become a supervisor, the existence of such a policy, or distributors who may have
attained the rank of supervisor despite not having purchased inventory, does not negate
Plaintiff’s satisfaction of the first element of the Koscof test. See United States v. Gold
Unlimited, Inc., 177 F.3d 472, 481-82 (6th Cir. 1999) (noting that the actual effect of a
pyramid scheme’s policies has far more weight than their mere existence.). Plaintiff has
adequately alleged, for purposes of a motion to dismiss, that distributors pay money for
the right to sell Herbalife products.
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il. Distributors Pay Money for the Right to Receive
Recruiting Awards Unrelated to User Sales.

The second element of the Koscot test requires a showing that participants pay
money to receive recruiting rewards which are unrelated to the sale of products to
ultimate users. Koscot, 86 F.T.C. at 1181. Plaintiff alleges that he attempted to “pay for
his position™ as a supervisor in order to access Royalty Overrides which maximize profits
from downline distributor sales. (Compl. 4251, 101-02 .)

There 1s no question that the Herbalife scheme allows for several recruiting
rewards. Rather, the issue is whether a distributor 1s considered an ultimate user, such
sales from supervisors to distributors would result in benefits which are unrelated to sales
to ultimate users. The Koscot court explained the reason behind the ultimate user
requirement was that “[t]he promise of lucrative rewards for recruiting others tends to
induce participants to focus on the recruitment side of the business at the expense of their
retail marketing efforts, making it unlikely that meaningful opportunities for retail sales
will occur.” Koscot, 86 F.T.C. at 1181.

The considerable discounts and advantages offered to supervisors presents the
same risk of a recruitment focus present in Omnitrition. See Omnitrition, 79 F.3d at 782.
Although Defendants contend that distributors should be classified as ultimate users,
Omnitrition points out that “[i]f Koscot is to have any teeth, [a sale for a distributor’s
personal use] cannot satisfy the requirement that sales be to “ultimate users’ of a
product.” /d. at 783. Therefore, downline distributors are not ultimate users for purposes
of the second element of the Koscot test.” Accordingly, Plaintiff has adequately alleged
that supervisors pay money to receive recruitment rewards which are unrelated to the sale
of products to ultimate users.

3 Whole Living, Inc. v. Tolman, held that a holistic food and health products company did not have a
marketing plan resulting in an illegal pyramid scheme. 344 F. Supp. 2d 739, 745 (D. Utah 2004).
Distinct from this case, the defendant charged each distributor the same price for products. Ultimately,
the district court found this did not lead to a recruitment focus where compensation was “derived
primarily from the introduction of other persons into the sales device or plan rather than from the sale of
goods, services, or other property.” Id. at 747,
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b.  Amway Defense

Defendants contend that even if Plaintiffs have adequately alleged that Herbalife is
an endless chain scheme, Herbalife has various safeguards in place, which are patterned
after Amway and necessitate the dismissal of this action. Herbalife defends its business
model by pointing out Plaintiff’s concessions regarding the 10-Retail Customer Rule,
70% Rule, and return policy. (Compl. 9 104, 209.) These rules require supervisors who
want to qualify for advantageous Royalty Overrides to personally make ten retail sales
each month, and either sell or consume seventy percent of the total volume of Herbalife
products purchased each month. (/d. q 104.) The rules also permit a distributor to return
any products purchased from Herbalife within the last 12 months, contingent on
resignation as an Herbalife distributor. (/d. § 209.)

In Amway, based on a finding that a similar set of safeguards were both enforced
and effective in preventing inventory loading, the court concluded that there was no
pyramid scheme. The Omnitrition court cautioned that where a distribution plan meets
the Koscot definition of a pyramid scheme, “the existence and enforcement of rules like
Amway’s” must be substantiated as effectively deterring inventory loading and
encouraging retail sales. 79 F.3d at 783. The Omnitrition court declined to grant
summary judgment because “the crucial evidence of the actual effectiveness of its anti-
pyramiding distribution rules is missing.” /d. at 784 (emphasis in original). Here, not
only is Defendant asserting this defense at the motion to dismiss stage, but Plaintiff has
affirmatively alleged that these safeguards are in fact ineffective. (Compl. §196-97).
Therefore, dismissal based on Herbalife’s alleged anti-pyramiding safeguards is
inappropriate at this stage in the litigation.

2. Rescission

The only remedy which Plaintiff seeks for his Endless Chain Scheme claim is
rescission. Defendants contend that Plaintiff is not entitled to rescission because he has
failed to comply with the statutory requirements to effect a rescission.

“A participant in an endless chain scheme, as defined in Section 327 of the Penal
Code, may rescind the contract upon which the scheme is based, and may recover all
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consideration paid pursuant to the scheme, less any amounts paid or consideration
provided to the participant pursuant to the scheme.” Cal. Civ. Code § 1689.2. However,
in order to effect a rescission, the party must “(a) give notice of rescission to the party as
to whom he rescinds; and (b) restore to the other party everything of value which he has
received from him under the contract . . .” Cal Civ. Code. §1691. Section 1691 goes on
to provide: “When notice of rescission has not otherwise been given or an offer to restore
the benefits received under the contract has not otherwise been made, the service of a
pleading in an action or proceeding that seeks relief based on rescission shall be deemed
to be such notice or offer or both.” /d.

Here, Plaintiff sold or otherwise gave away his Herbalife products. (Compl. 4 55.)
Thus, even if this suit satisfied rescission’s notice requirement, Plaintiff cannot return the
Herbalife products that he purchased. Defendants correctly point out that, under
California law, “[r]escission is not allowable where the party demanding it cannot or does
not restore the other party to the condition he would have been in but for the contract.”
Joshua Tree Townsite Co. v. Joshua Tree Land Co., 224 P.2d 85, 90 (Cal. Ct. App.
1950). However, Plaintiff can still return the International Business Pack that he
purchased. (Compl. Ex. C.) Therefore, if Plaintiff prevails in this action, he will be
entitled to $95.95 in rescission, and the first cause of action cannot be dismissed on the
ground that no remedy is available.

C.  Fourth® and Fifth Causes of Action

Plaintiff’s fourth cause of action asserts violations of California’s UCL, which
prohibits unfair competition, including unlawful, unfair, and fraudulent business acts or
practices. Cal. Bus. & Prof. Code §§ 17200 et seq. Section 17200 borrows violations
from other laws by making them independently actionable as unfair competitive
practices. Korea Supply Co. v. Lockheed Martin Corp., 63 P.3d 937, 943 (Cal. 2003).
Therefore, if Defendants’ business model violates Penal Code § 327, it is also actionable
under Section 17200. Omnitrition, 79 F.3d at 788.

* Plaintiffs’ Complaint erroneously labels two causes of action as “Fourth Claim For Relief.” Because
the other fourth cause of action concerns RICO violations that Plaintiffs intend to dismiss, the Court will
refer to the unfair and deceptive practices claim as the fourth cause of action.
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Plaintiff’s fifth cause of action asserts violations of California’s FAL, which makes
it unlawful for anyone to use false or misleading statements for marketing purposes. Cal.
Bus. & Prof. Code §§ 17500 et seq. “The operation and promotion of an Endless Chain
scheme within the meaning of Penal Code § 327 is an inherently deceptive marketing
practice, actionable under § 17500.” Omnitrition, 79 F.3d at 788.

Accordingly, because the Court previously concluded that Plaintiff adequately
pleaded a violation of Penal Code § 327, Defendants” Motion to Dismiss the fourth and
fifth causes of action is DENIED.

IV. CONCLUSION
For the foregoing reasons, the Court DENIES Defendants’ Motion to Dismiss.

IT IS SO ORDERED.

Initials of Preparer rf

CV-90 (06/04) CIVIL MINUTES - GENERAL Page 12 of 12



Greisman, Lois C. </O=FTCEXCHANGE/OU=FIRST ADMINISTRATIVE GROUP/CN=RECIPIENTS/

Al CN=LGREISMAN >

Sent: Tuesday, October 15, 2013 10:58 AM

To: Todaro, Christine <ctodaro@ftc.gov>; Vaca, Monica E. <MVACA@ftc.gov>; Vander Nat, Peter
J. <PVANDERNAT@ftc.gov>; Ammerman, Janet <jammermanl@ftc.gov>

Subject: FW: HLF

From: Holley, Steven L. [mailto: HolleyS@sullcrom.com]
Sent: Monday, October 14, 2013 11:34 AM

To: Greisman, Lois C.

Subject: HLF

Hi Lois -

I thought you might be interested in reading this morning’s article by Dan McCrum of the Financial Times concerning
Herbalife's bobbing and weaving on the important issue of how many retail customers it has outside its distribution
network.

Regards,

Steve

Steven L. Holley | Sullivan & Cromwell LLP

125 Broad Street, New York, NY 10004-2498

B (212) 558-4737| B(212) 291-9074

EJholleys@sullcrom.com
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hers-herbalife-edition

Who are Herbalife’s customers?

A fair question, ves. An innocent one, not at all. And answers came there... well many, actually.

The question has been loaded and pointed at the Los Angeles-based maker of nutritional diet shakes many times since
David Einhorn appeared on an earnings call in May 2012 1t is the polite way of inquiring whether Herbalife , is actually a
pyramid scheme.

But the answers have not been conclusive. So let’s take a tour of the company s responses, with the aim of showing why
the question should continue to be asked.

First though, a quick reminder of why the identity of Herbalife's customers is so crucial to the question of whether it is a
pvramid scheme — something which the company denies and has said is based on a misunderstanding of its business
model.

We have laid out before the underlying case law surrounding pyramid schemes in the US. The courts have repeatedly taken
the view that someone is cither a participant in a pyramid scheme (known as a distributor, in the jargon), or a customer of it.
That definition is crucial, because a company that makes the majority of its profits from putting products into the hands of
willing customers is clearly legitimate.

A direct seller that makes most of its money from sales to recruits into its multi-level enterprise, however: that one deserves
a closer look at its more triangular aspects.

Furthermore, if the law allowed for muddy waters between the two, then you would become extremely difficult to prosecute.
Who me, officer? I was just sampling the taste of the smoke. I would never inhale ...

So what has Herbalife said about its customer base?

When noted hedge fund manager and short seller David Einhorn popped up on that earnings call, he asked what proportion
of sales go to consumers who are not distributors. Herbalife President Desmond Walsh said:

So, we don’t have an exact percentage, David, because we don’t have visibility to that level of detail.

Asked for an approximation, he said potentially more than 70 per cent.

Then a day later, Herbalife lodged an 8K document with the SEC in which it gave some more detailed responses (our
emphasis):



Question #1 from David Einhorn: “First, how much of the sales that you'd make in terms of final sales are sold outside the
network and how much are consumed within the distributor base?”

Answer: We don’t track this number and do not believe it is relevant to the business or investors.

Herbalife believes the majority of its distributors are discount buyers, who become distributors in order to purchase their
favorite Herbalife products at a minimum discount of 25 percent (either directly from the company or from their upline
distributor/supervisor). In addition, some of these distributors will also share with, or retail the products to other
friends, family, and customers.

Question #3 from David Einhorn: “When you had vour previous 10-K, you disclosed three groups of distributors at the low
end. You called 29 percent self-consumers, 57 percent small retailers and 14 percent potential sales leaders, and then that
disclosure did not repeat in the subsequent Form 10-K.

[ have two questions; first, how do you track that and how do you characterise and know which ones are which? And
second, why did vou stop disclosing that in the last 10-K? [s that something that you stopped tracking or just stopped
disclosing?”

Answer: We segment the distributors who have not attained the supervisor level into three general categories based on their
product order patterns: discount buvers, small retailers and potential supervisors. We define discount buyers as
customers who have signed up as distributors to receive a discount on their purchase; small retailers as product users
and sales people who generate modest sales to friends and family; and distributors who are actively developing a business
with the intention of qualifving to become a supervisor. We did not include the percentages from the 2011 Form 10-K in
our more recent filings because we do not view the information as valuable to the business or to investors. For
complete transparency, however, the full year 2011 information is as follows:

* Discount buyers were 27 percent (distributors who reccive a 25 percent discount);

« Small retailers were 61 percent (distributors who receive a 35 percent discount);

* Potential supervisors were 12 percent (distributors who receive a 42 percent discount)

The 27 per cent number for discount buyers — people who have paid $58 or more to receive a starter pack designed to help
them grow a direct sales business, and signed the application form attached to the 124 page rule book for distributors, just
in order to buy shakes and pills more cheaply — is consistent with previous financial disclosures.

Keep in mind also the unanswered part of the question — how do you know which one is which?

But back to the answers. In December Bill Ackman called Herbalife a pyramid scheme. Chief executive Michael Johnson
immediately appeared on CNBC to explain why Mr Ackman was wrong, and he was again asked the question: what
percentage of sales are outside the network?

90 per cent.

So the vast majority?

Absolutely.

Yet a few weeks later, Mr Johnson was back on CNBC with a different message.

That was a misstatement, 90 per cent of our distributors, ok, who are buying our product, and let me just try to clarify this,
buy it for one reason, they buy it for self-consumption, it was kind of a misstatement to that there. It was kind of hyped up
that day wasn’t it?

The January interview coincided with a presentation from Herbalife designed to rebut Mr Ackman, one which relied heavy
on market research from Lieberman Research (methodology undisclosed), which found that there are a good five or six
million households in the US purchasing Herbalife products.

There was also a shifting of the argument and the emphasis, which introduces another piece of direct sales jargon, self-
consumption. The Lieberman research found that not 90 per cent, or 27 per cent. but actually 73 per cent of people join
Herbalife just to get discounts: they are self-consumers.

See, nothing to worry about here. It just looks like we don 't have customers because they and the distributors are all
wearing green hats. If only we had thought to give customers blue hats instead. No wonder you were all confused.

For Herbalife's part. it has said that its description of its customer base has remained the same over time.

Although there is no requirement to document or provide retail sales data, in line with its commitment to ongoing
improvement and transparency, Herbalife has provided greater insight into the breakdown of its customer base and the
motivations of those segments.

And it told the FT earlier this year.

The make up of the customer base is not at the heart of the question of pyramid schemes and it demonstrates a lack of
understanding of the law to suggest it is. Rather, the deciding factor remains whether any pavment is made for recruiting —
Herbalife does not pay for recruitment; all payments are related to the sale of Herbalife products.

Now, explicitly paying for recruitment would be a rather obvious way to run a pyramid scheme, but not the only way. As
we have described previously. the question 1s where the profits within the system are coming from, and whether that biases
the scheme towards recruitment, which is why we think the make up of the customer base is important



So realise what this concept of self-consumption does to attempts to prove that a company and its top distributors have
constructed a pyramid scheme.

At its heart, such a fraud is one that exploits its recruits hopes of making money, and lets them blame themselves when they
fail.

If, after the fact. you can say that those people who failed to recruit their own distributors (or in the jargon, build their own
downline) as self-consumers, you have magically turned victims into customers.

We have reached the subtext to Mr Einhorn’s question. How do vou track that? How do vou know the discount buyers
from the budding entrepreneurs when they are all part of the same structure?

That problem is why the case law makes a distinction between participants and non-participants. There is no third category
of self-consumption within the context of pyramid scheme law.

This is not to say that Herbalife is trving to hide victims — we simply cannot see the underlving data, and pyramid schemes
are fact specific.

Rather it is to say that the answers to questions about its customer base are not sufficient to judge whether it is a pyramid
scheme or not. Self-consumption, like pointing to the existence of a certification scheme, is a circular argument. Without
the underlying details we cannot see if it is fig leaf or fact.

Herbalife says it is not a pyramid scheme, and responded to what it sees as a problem of terminology in July:.

We know a large percentage of our distributors or participants are simply discount customers who use our weight
management, nutrition sports, and personal care products primarily for their own use. Knowing that most of our
participants are discount buyers, we have decided to change and simplify the terminology we use for participants in our
network.

Beginning this quarter, the term we will use for participants will change from distributor to member. This change will
require modifications to all participant agreements, rule and training materials and will take several quarters to implement
across all platforms around the world.

Theyv will be called members, but they are still participants. For those changes to be meaningful, there must be a clear and
obvious distinction difference a member and an aspirant distributor, bevond the fact of different coloured hats.

Indeed, look again at that answer to Mr Einhorn’s first question again in this light, where Herbalife says that the majority of
customers are discount buyers.

Herbalife believes the majority of its distributors are discount buyers. .. In addition, some of these distributors will also
share with, or retail the products to other friends, family, and customers.

They are discount buyers, you see, except when they are not.

And finally, one puzzle remains. The argument for self-consumption means that company is in many respects a discount
club.

Yet, historically at least, distributors do not look like loyal customers. In 2005 the company disclosed, with our emphasis:
For the latest twelve month re-qualification period ending January 2005, approximately 60 per cent of our supervisors did
not re-qualify and more than 90 per cent of our distributors that are not supervisors turned over.

Churn in the supervisor ranks (know as sales leaders) remains high, but we can’t see the distributor churn printed in the
more recent annual reports.

Perhaps Herbalife’s weight control products are so effective that former distributors are off leading happy. skinny, lives.
Or, that churn rate has dropped significantlv and Herbalife hasn’t mentioned it.

So, one more question. If three-quarters of the distributors are discount buyers who love the product, why don’t they stick
around?

This entry was posted by Dan McCrum on Monday October 14th, 2013 12:46.

This e-mail is sent by a law firm and contains information that may be privileged and confidential. If you are not the intended recipient, please delete the e-mail and notify us
immediately.
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I thought you might find the enclosed article interesting. It nails the point about Herbalife’s reliance on internal
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Steve

Steven L. Holley | Sullivan & Cromwell LLP
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Herbalife and the FTC
Dan McCrum | Sep 25 10:29 | 3 comments | ShareFT Alphaville

Which was your favourite Herbalife moment this year? The billionaire playground spat, an inside trading
auditor, the dubious surveys and unanswered questions, George Soros, angry Latinas, the whistleblower, or the
high profile departures and appointments?

Yet the fun has also obscured the underlying issues. While there have been some great pieces looking at parts of
the story - the Verge on online scammers pitching the Herbalife business opportunity, or the NY Post on the
departure of top Herbalife salesman, Shawn Dahl, for instance - there was little that got to the heart of
accusations that Herbalife is a pyramid scheme.

We want to change that, starting with this post about why the question for Herbalife investors should be less
about whether the FTC will investigate Herbalife and more about what the Federal Trade Commission has

already said and done.

As to Herbalife shares hitting a record high, we would note that the short interest remains considerable.
Declining availability of stock in official lending programmes also suggests that institutional owners have been
sellers this year. We'll be very surprised if there isn’t more fun to come.

So, the place to begin is the problem of law: there isn’t any. Or rather there isn’t one US statute that defines a
pyramid scheme. Instead the FTC rules are based on broad anti-fraud statutes and case law, in particular two
suits from the 1970s, but also on subsequent prosecutions.



The first, known as Koscot Interplanetary, attacked the inherently fraudulent nature of pyramid schemes. But the
more relevant case was a 1979 administrative court judgement against Amway Corp that allowed the group to
continue selling its brushes and housewares, because it had put certain safeguards in place to ensure that it was
legitimate.

Even though Avon had been selling cosmetics direct to consumers for almost a century, the Amway decision is
largely seen as the birth of the modern multi-level marketing industry. Direct sellers were handed guidelines for
behaviour, and with that legal cover and a deregulation minded White House, the industry flourished. Herbalife
began life in Los Angeles in 1981.

Before we get into those rules, and more importantly how they have evolved, let’s pause for a moment to
consider why they are needed. A pyramid scheme is an insidious type of fraud because its victims often don’t
realise they’ve been had.

Imagine you answer an online ad promising financial freedom from just a few hours of work each week. Perhaps
the pictures of people with perfect smiles and new Mercedes won you over. You invest time and money in
buying a product to sell, materials to help you sell it, maybe even a ready-made website and “sales leads” to
expand your burgeoning empire.

But despite all that investment, it doesn’t work out. You don’t blame the system which has so clearly made other
people rich, you blame yourself. If only you had worked harder. If only you had been able to borrow a bit more
money to get you to the point where that lifetime of royalty income kicks in.

The game, however, was rigged. As the FTC describes Fortune High Tech Marketing, an alleged pyramid scheme
it persuaded a Chicago court to shut down this year (our emphasis):

What about all the rags-to-riches stories the company promotes? Only true for a few at the top tier. In fact, the
FTC charged, the company structured its business in a way that guarantees most people who join would lose
money. The compensation plan is confusing, and commissions on product sales are very small. There’s no training
on how to sell the products — things you might be familiar with and can buy elsewhere — like subscriptions to
DISH Network, cell phone services, or dietary supplements. According to the FTC, the only way to make any
money working for FHTM is to recruit other employees.

That last line is key. The promise of a pyramid scheme is a lie, an endless steady drip of commissions from the
sales people you recruit, and then from the sales from people they recruit, and so on as the pyramid expands.

Each time it expands, the center benefits. Debra Valentine, FTC General Counsel:

consider the matrix from the promoter/con artist’s point of view. He is the person at the top of the pyramid but
in fact looks at the scheme from the bottom. He views each new investor as a predicable set of revenues and
expenses, with the revenues flowing down to him.

So a very high turnover of salespeople, known as distributors, can be one indicator of a pyramid scheme. There
will be a product, but the principal profits within the system will come from recruitment.

[ts important to think here about the question of profits within the system as a whole. Herbalife is both a
company that makes nutritional shakes and vitamin pills, and a structure around which distributors build their
own businesses. The two are separate but intimately intertwined, and investors can only see what the company
side chooses to disclose.

Ultimately, it is what the largest distributors do that shapes the business of a multi-level marketing scheme. If
they profit mainly from recruitment, it will tilt the whole business in that direction. As William Keep, professor of
marketing at the College of New Jersey and a widely consulted expert on pyramid schemes told the FT this year:

The profits made by powerful distributors from providing marketing services, website operations and sales leads



to new recruits can, he said, over time “bias an organisation towards recruiting: the tail wags the dog”.
What the FTC has looked for to spot frauds are two things: inventory loading and a lack of true retail sales.

To begin with, the Commission focused on inventory loading, one of the more obvious ways to run a pyramid
scheme: you load up new distributors with boxes of products they will never be able to sell, then make it really
hard to return unsold stock. Price gouging on the shipping and handling is also a nice way to juice profits.

The 1979 Amway decision was largely about inventory, and it was the internal company rules championed by
Amway that became industry standards. Distributors were able to return Amway’s brushes and soaps for a
refund; they were required to sell at least 70 per cent of their existing inventory each month on a wholesale or
retail basis; and they had to make at least 10 sales per month to a retail customer.

You can see this standard in Herbalife’s own rules, updated in 2011. Distributors “must personally make sales to
at least 10 separate retail customers” in any given month to qualify for royalties and bonuses, and “at least 70
per cent of the total value of Herbalife products a Distributor purchases each volume month must be sold or
consumed that month”.

Now, after Herbalife answered some questions from David Einhorn last year, the SEC wrote a series of letters to
the company looking to clarify the role of the 70 per cent rule. As Kid Dynamite has dissected, the company
eventually walked away from the rule saying there are other safeguards in place.

But what is important here is the way Herbalife defines its “retail customers”. In line with the Amway decision,
distributors can count sales to other distributors below them in the chain as retail sales.

We have arrived at the fundamental question. The second central characteristic of a pyramid scheme, as far as
the FTC is concerned, is a lack of retail sales. And the case law since the Amway decision suggests a different
view of what counts as a retail sale from Herbalife's definition.

By the 1990s, the FTC and the courts had realised that the Amway rules were useless if they weren’t enforced,
and if sales commissions were based on a distributor’s wholesale sales that include those to new recruits. (In the
jargon of pyramid schemes, a distributor’s downline).

A 1996 Federal appeals court reversed a lower court decision in the case Webster versus Omnitrician and added
some extra language, moving much closer to the view found in the 1970s Koscot judgement that multi-level
marketing schemes are “inherently fraudulent”.

The court labeled Omnitrician, a nutritional supplement company, a fraudulent pyramid scheme. It said that
distributors purchased product in order to earn compensation on product orders made by their recruits — again,
known in the jargon as a distributors downline:

This compensation is facially “unrelated to the sale of the product to ultimate users” because it is paid based on
the suggested retail price of the amount ordered from Omnitrition, rather than based on actual sales to
consumers.

(Keen Herbalife watchers will know that Herbalife's system also relies on suggested retail prices.) More from the
case:

On its face, Omnitrition’s program appears to be a pyramid scheme. Omnitrition cannot save itself simply by
pointing to the fact that it makes some retail sales....

The mere structure of the scheme suggests that Omnitrition’s focus was in promoting the program rather than
selling the products.

The court looked at the Amway defences and found that just because Omnitrician required distributors to certify
that they were following the rules did not make it so:



There is no evidence that this “certification” requirement actually serves to deter inventory loading.
[t was then specific about what constitutes a retail sale:

Importantly, the requirement can be satisfied by non-retail sales to a supervisor’s own downline IMAs. This
makes it less likely that the rule will effectively tie royalty overrides to sales to ultimate users, as Koscot requires.

And the judges had harsh words about counting orders by recruits towards retail sales:

Omnitrition’s “70 per cent Rule” allows supervisors to count products sold at wholesale to their own downlines
toward their 70 per cent sales requirement. This allows supervisors to be compensated on the basis of sales
other than “sales made to persons who are not participants in the scheme and who are not purchasing in order
to participate in the scheme.”

That last bit being a key quote from pertinent Californian law, which as the FT has said could also be important
to Herbalife.

However, the picture has since been muddied by the FTC. [n 2004 the commission made public a Staff Advisory
Opinion sent to the Direct Selling Association addressing questions about internal consumption. [n asking for
clarity, the industry gained useful ambiguity:

the amount of internal consumption in any multi-level compensation business does not determine whether or
not the FTC will consider the plan a pyramid scheme.

This letter has a tendency to bring out the animated side in long-term campaigners against pyramid schemes,
who see in it further evidence of the influence of effective lobbying by a well organised industry, one which also
persuaded lawmakers in 2007 that multi-level marketing schemes did not need to be covered by business
opportunity fraud legislation.

But for investors considering Herbalife, go back to the court decisions, in particular one rendered against
BurnLounge this year. The court emphatically endorsed the Koscot and Omnitrician decisions, and attacked the
reasoning of the defendants:

Defendants argue that, like Amway, BurnLounge paid commissions to its Mogul-distributors for internal sales to
recruits. They pull isolated references from an FTC staff opinion and from Whole Living to support their claim
that commissions for internal sales for the purchaser’s own use are not proof of a pyramid.

The court chastised the defendants for “misreading these authorities”, and then reaffirmed the view of the earlier
judgement.

This Court in Omnitrition definitively ruled that “ultimate users” are the external customers for the business’s
ostensible product, not the business’s own internal sales force...

As this Court said, “If Koscot is to have any teeth, such a [non-retail] sale cannot satisfy the requirement that
sales be to ‘ultimate users’ of a product.”

Pretty emphatic, and finally that brings us to the point that investors should look at what the FTC does, as well as
what it says. Go back to the complaint filed by the FTC this year against Fortune High Tech Marketing (an alleged
pyramid scheme that has said it will defend itself and expects to be exonerated).

FRTM claims that its representatives will be able to easily sell its products and services to consumers not
affiliated with FRTM. In fact, few of FRTM’s products and services are ever sold to anyone other than the Reps
themselves. Furthermore, Reps receive minimal financial rewards from FRTM for selling the products and
services to outside consumers.

And in the FTC'’s restraining order, it enjoins the group from taking part in any marketing scheme that (emphasis



ours):

Pays any compensation related to the purchase or sale of goods or services unless the majority of such
compensation is derived from sales to persons who are not members of the Marketing Program.

Where does that leave us? It is clear that large amounts of sales to your own distributors is a problem for a direct
sales company. Herbalife has said many times that it is legitimate. We think it still has some tough questions to
answer about the nature of its customer base — questions it has chosen to answer with external surveys rather
than its own hard data.

We'll take a closer look at its responses and the issue of Herbalife’s sales to its own distributors in another post.

Another conclusion is that it would be unwise to assume that the FTC’s inaction so far means that it has no
intention of acting, or relying just on the old Amway defenses and a benign reading of the 2004 advisory opinion
as a basis for doing business.

Indeed, Bill Keep has suggested that one thing the FTC could do is issue a new staff advisory opinion to clarify the
waters it has muddied. That would give investors greater confidence in the Commission’s views, and might give
state attorneys general confidence to bring their own prosecutions against pyramid schemes.

California in particular was active in prosecuting such frauds in the last century, and in 1985 won an injunction
against Herbalife that is still in force. [t also has a large Hispanic population, and at least one Congresswoman
who is concerned about the issue.

As we said, we’ll be very surprised if there isn’t more to come

This e-mail is sent by a law firm and contains information that may be privileged and confidential. If you are not the intended recipient, please delete the e-mail and notify us
immediately.
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Sent: Thursday, October 17, 2013 10:10 PM

To: Vaca, Monica E. <MVACA@ftc.gov>; Todaro, Christine <ctodaro@ftc.gov>; Ammerman, Janet
<jammermani @ftc.gov>

Subject: Fw: HLF

From: Holley, Steven L. [mailto: HolleyS@sullcrom.com]
Sent: Thursday, October 17, 2013 11:36 AM

To: Greisman, Lois C.

Subject: HLF

Hi Lois —

I thought you might be interested in reading this morning’s article by Dan McCrum of the Financial Times concerning
Herbalife's compliance (or lack thereof) with the 1986 California injunction requiring the company to implement a
system for tracking retail sales.

Regards,

Steve

Steven L. Holley | Sullivan & Cromwell LLP

125 Broad Street, New York, NY 10004-2498

W (212) 558-4737| B1(212) 291-9074

EJholleys@sullcrom.com

California approves this message, Herbalife edition
Dan McCrum

FT Alphaville
10/17/13
Part of the LIVING THE HERBALIFE SERIES

California has nurtured Herbalife for more than three decades. From Los Angeles, the multi-level nutritional-milkshake
marketing and distribution scheme has spread to 75 countries worldwide.

Yet the state was not always friendly. In 1986 it won a permanent injunction against the company that is still in force, and we
wonder if — following a more recent California court ruling — it might look at that injunction once again.

As we reported in the last instalment of this series, a district court in the state has denied a motion from Herbalife seeking to
dismiss a suit from a former salesman, Dana Bostick.

Without deciding on the merits of Mr Bostick’s claims at this stage of the process, Judge Beverly Reid O’Connell indicated that
there was sufficient cause for the suit to go ahead.

As we have said before, we think Herbalife’s argument — that sales to fellow salespeople, known as distributors in the direct
sales jargon, may be counted as true retail sales to end consumers — lacks support in the case law, and is in conflict with a
key appeal court judgement known as Omnitrician.

But note this piece of legal argument in Herbalife’s motion to dismiss the Bostick suit, with our emphasis:

Further—a factor not present in Omnitrition — reading the statute to mean that sales to Distributors do not “count” as
legitimate sales would gut the Attorney General’s approval of Herbalife’s business model under this very statute.



The statute in question is the Californinan law on “endless chains” (pyramid schemes) and Herbalife was referring to the 1986
injunction, giving us a couple of implications to think through.

One is the idea that California has “approved” Herbalife’s business model.
Section 7 of the injunction is quite clear that it is not an approval to be trumpeted to potential customers:

defendants shall not represent in advertising that their marketing plan or product claims have been approved by this court,
the California Attorney General’s office, the California Department of Health Services, the Santa Cruz County District
Attorney’s office or any other governmental agency.

The following paragraph does say that the matter is settled, so long as Herbalife abides by the terms of the injunction.

Provided, however, defendants may represent, after the entry of this judgment, that the action evidenced by the complaint
on file herein, has been settled and is no longer pending and defendants in conformity with the provisions hereof can legally
continue to conduct business in California.

Approval though? Maybe, but the legal language in the injunction, as it refers to the idea of ultimate customers, is out of date.
As Herbalife says of the injunction in its motion to dismiss:

Notably, this consent order allowed Herbalife to continue to pay commissions and determine Distributor rank based on “retail
sales,” which were defined to include:

A sale of defendants’ product(s) in any of the following situations: (1) to persons who are not part of defendant’s marketing
program or distribution system; or, (2) to persons who are not buying to become part of defendants’ marketing program or
distribution system; or, (3) to persons who, although desirous of becoming or who are a part of defendants’ marketing plan or
distribution system are buying for their own personal or family use.

Point (3) there is at the heart of Herbalife’s argument that it is legitimate. The company says that three-quarters of its
distributors sign up simply to get cheap shakes and pills, and so are not really participants in their marketing scheme.

Yet point (3) also appears to be in conflict with Omnitrician, which Judge O’Connell relied upon in her recent ruling.
Plaintiffs allege that Herbalife has violated Section 327 of the California Penal Code, which defines an endless chain scheme as:

[Alny scheme for the disposal or distribution of property whereby a participant pays a valuable consideration for the chance to
receive compensation for introducing one or more additional persons into participation in the scheme or for the chance to
receive compensation when a person introduced by the participant introduces a new participant.

Compensation, as used in this section, does not mean or include payment based upon sales made to persons who are not
participants in the scheme and who are not purchasing in order to participate in the scheme.

So what are the implications if Omnitrician does indeed “gut” the approval of Herbalife’s business model by the Attorney
General?

For one, Herbalife would have a higher bar to meet to demonstrate its compliance with section 327 of the California Penal
Code. That question of who its ultimate customers are becomes ever more important.

The injunction itself is not entirely gutted however. It is still in force and could be useful to determine whether the safeguards
Herbalife has in place are effective or perfunctory. To quote Judge O’Connell again:

A party may rebut allegations of a pyramid scheme by showing that its policies prevent inventory loading and encourage retail
sales...

However, the existence of rules patterned after Amway is not sufficient; there must be evidence that the “safeguards are
enforced and actually serve to deter inventory loading and encourage retail sales.”

The 1986 injunction won by Attorney General John van de Kamp, and Arthur Danner |, the Santa Cruz District Attorney,



requires Herbalife to monitor what its salespeople (distributors in the direct sales jargon) are up to in the state.
Or at least it does on our reading of the document. Herbalife disagrees.

Here is the answer the company provided after it asked the FT for questions in writing on the topic earlier this year. (Our
emphasis).

The 1986 judgement by the superior court of California granted a permanent injunction against Herbalife that requires the
company to implement a system to verify that “all participants who receive commissions, bonuses, overides and/or
advancement... are based on retail sales”.

a. Is Herbalife collecting this data in accordance with the terms of the injunction?
b. Has the state of Califonia or the AG’s office of Santa Cruz ever made a request for such verification and documentation?
c. If Herbalife is required to document Californian retail sales, why has it never published these numbers?

Herbalife is in compliance with the consent order, which defines retail sales as those made by the participant and his or her
downline to persons (participants or nonparticipants) who are purchasing for their own personal or family use.

The order does not require Herbalife to implement a system to collect or document retail sales data, but does create a
complete defense against liability if Herbalife were to establish a system to verify such data.

Herbalife’s own requirement that its sales leaders collect and retain retail receipts for two years, and provide them to us upon
audit, allows us to verify sales data. Herbalife is unaware of any request for verification or documentation from the state of
California (note: there is no AG for Santa Cruz), at least during the last 20 years.

(OK, hands up. Santa Cruz has a District Attorney, Bob Lee. Only the state has an Attorney General, currently Kamala Harris)

As we have said before, it is weird that Herbalife doesn’t use the retail receipts it mentions to rebut its critics, preferring
instead to use market research surveys to show it has millions of customers.

But who are we to tell Herbalife how to fight its battle with a billionaire hedge fund manager.

We have suggested that the company could hire an accountancy firm to audit those receipts, publishing the aggregate data in
a way that would preserve the anonymity of its customers — a concern the company has said is why it has not used that data.

The FT previously floated the idea that the 1986 injunction gives Californian authorities the power to conduct their own audit
of Herbalife’s safeguards.

We would merely note the Califonian constituency of Angry Latinas with a concerned Congresswoman, among others, who
have taken more than a passing interest in Herbalife.

Certainly it would be nice to know the opinion of Mr Lee and Ms Harris about it all. We've asked their offices a few times this
year, and we’ll let you know if they pass along any thoughts.

http://ftalphaville.ft.com/2013/10/17/1668602/california-approves-this-message-herbalife-edition/
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Sent: Friday, June 7, 2013 4:41 PM

To: Todaro, Christine <ctodaro@ftc.gov>; Vaca, Monica E. <MVACA@ftc.gov>; Ammerman, Janet
<jammermani @ftc.gov>

Subject: FW: Open Letter from Pyramid Scheme Alert to Direct Selling Association Regarding Herbalife

Attach: Pyramid_scheme_alert_4_29.pdf

From: Holley, Steven L. [mailto: HolleyS@sullcrom.com]

Sent: Thursday, June 06, 2013 12:04 PM

To: Greisman, Lois C.

Subject: Open Letter from Pyramid Scheme Alert to Direct Selling Association Regarding Herbalife

Hi Lois —

You may have seen this already, but attached is a letter that details the serious economic harm being inflicted on U.S.
consumers by Herbalife, and specious nature of the claim that Herbalife is providing a livelihood for large numbers of
Americans. The sad truth is that even among distributors who reach the level of Supervisor, only a small fraction earn
gross compensation in excess of what they would earn in a job paying the minimum wage, and that is before
deducting expenses and inventory purchases. In practice, Herbalife functions as a money transfer scheme in which the
lost investments of large numbers of aspiring distributors end up in the hands of a small number of wealthy recruiters
at the top of the pyramid.

Regards,

Steve

Steven L. Holley | Sullivan & Cromwell LLP
125 Broad Street, New York, NY 10004-2498

T (212) 558-4737| B(212) 291-9074
holleys@sullcrom.com

This e-mail is sent by a law firm and contains information that may be privileged and confidential. If you are not the intended recipient, please delete the e-mail and notify us
immediately.
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PN LETTER
April 29, 2013
T foseph Maniano, Pres, From: Robert L. FiizPatrick, Pres.
DIRECT SELLING ASSOCIATION PYRAMID SCHEME ALERT
{17 ¥ Sipect, MW, Snite ! 13D 1800 Camnden Bd.
Washingion, DO 20006 Charlotte, NC 288203

Dear My, Mariano,

This open letter responds 1o your publicized statement regarding the National Consimers
{eague's request for an I investigation of DSA member, Herbalite, and your defense of
Herbalife as a source of “livelthood” for large aurnbers of people.

I a March 12, 2013 press velease, you stated, “divect seliing companies like Herbalite ae
cammitied (© protecting conswiners and creating a betiey i for their commundties, thely
aafesforee members and their customers.” You then sought to associale NCL's investigation
request with Wall Street shost-selling, and you stated, “Sadly, the livelihoods of millions of hard-
working Amaericans are being threatened., "

Pyramid Scheme Alert challevges you to explain and clarify your staiements. Herbalife’s own
data show that, relative to the enormons numbers of consamers who respond to Herbalife's
business opportunity solicitations, virtually no one earns a “livelihood” or even a net profit.
Herbalife's own data show huadreds of thousands of conswners being financially harmed.
Your defense of this model raises questions abouat what the Direct Selling Association has
become and what it now stands for. If Herbalife’s practices and econcinic effects on consumers
are indicative of those of other DA members, you have niade a case for a far wider
investigation than NCL requested.

i enclose a statistical evaluation of Herbalife's payout data for 113 000 Americans who invested
as “Supervisor/eaders” in the Herbalife “business opporinnity” in 2012. Herbalife has claimed
that nearly all ather disuibutors - 320,000 in total - are not distributors at all, but rather
“customers” and any financial losses those distriibutors suffered are therefore siatistically
invalidated, This Herbalife claim that most of the distribuiors are not actual distibutors is
disputed on legal, contractual and economic grounds.

However, no question is raised by Herbalife or any other party about the status and intent of
those classified as “Supervisors,” They are indisputably invesiors in Herbalife's widely
advertised business opportunity, described by Herbalife on its website as a “proven system” and
“fyerative compensation plan.” The aitached report caleulates the econoinic irpact only on those
at the Supervisor level.
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According 1o Herbalife's data, in il of America only 2,321 of the Supervisoss received an

average payment of more than $35 000 from Herbalife and that is before ded ucting nventory

purchases business expenses and magketing cosis. This is only 2% of the Supervisors ansd 1ess
than 177 of one percent (8.5% or 1 out of 2003 of all who actually made investioents as Herhalife
distributors, using Herbalife's reported total of 493 000 American distribuiors in 2012 The data
show that virtually all others suffer net losses,

s 96% of “Supervisor/Leaders™ averaged in gross compensation, bofore deducting cxpenses
and inventory puechases, the cquivalent of less than one-half ihe wages of & mipimun-wags
job. These income figures ace before all product purchases, business expenses and marketing
costs are deducted, taking the true average “income” o a much lower figure,

v The median (half make wore and half less) income of the bottom 86% of all Supervisors is
e,

o A49% of Supervisor/Leaders received an income from Herbalife ai all - zeio.

5 49% of all Supecvisor/Leaders drap out of lose Bupervisor slatus each year,

Pl

# 7% of all who join each year drop out within a year,

In addifion to near total losses, the data reveal an extraordinary money transfer {rom the vast
numbers of those who fose to a small group at the peak of the Herbalife recruiting chain.

o 847 of Herbalife payments to the entire sector of Supervisors was transferred o the fop
4% of the Supervisor recruitment chain, These payments are gained solely from the
inventory purchases of the lower level distributors, not theie sales to refail consumers
outside the chain. The data reveal a churning base of tens of thousands of consumers
losing their investinenis each year, and their losi funds transferred to a simall group of
professional recroiters af the very top.

‘The predatory and deceptive nature of Herbalife's “inconie opportunity” is further manifesied
when total vevenue in the United States is factored, In its 2012 10K report to the SEC, Herbalife
reported that $8 16 mitlion of product was sold under contract and ai wholesale pricing t© its
USA distributor chain of 493 000, Yet, only 2,321 (2%) of ihe distributors gained, on average,
what might be considered a “livelihood.” Half of the other Supervisors received nothing in
compensation {rom Herbalife, and the rest veceived, on average, less thay the costs of qualifying
purchases (0 gain or maintain the Supervisor status.

Herhalife's data refute your claim complaints and invesiigations of Herbalife, “threaten” the
"ivelihoods" of "millions" of Americans. Rather, the data show it is fuifure 1o investigate that
harms millions who, unfortunately Tor thern, invest in Herbalife's incore opportunity. In the
USA, this business opporinnity is deceptively advertised to millions of people, using the internst,
the postal service and radio commercials. Those who are lured io invest at the Supervisor level
are aleo sold undisclosed millions in “sales lead” charges and other marketing maierials by some
of Herbalife’s top recruiters, componnding their losses.

Herbalife's business proposition does not qualify as an “opportunity” as the ternt is generally
understood. Tt should be properly characterized as a predefory financiol wrap. The financial hari
it infticts is made all the worse by Herbalife's targeting of Hispanic and other fow inceme groups
in the country. Losses to people living under harsh seonomiie conditions can be devastating 1o
entire families,
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The data raake clear

% Ferhalife sells an income opportunity proposition that is existentiaily reliant on business
opporiunity investors recruiting more business oppariunity investors, ad infinituir. The
incomes of the top 2%, which receives on average what might be called a “liveliiood,” are
Based upon the lost capital investments of all other Supervisors in an endless recraiinment
chain.

«  The Herbalife financial solicitation ties and calibiates rewards to yecruiting levels, notio
vetail sales. fndeed, Herbalife does not docurient any retail sales levels,

o Herbalife’s claim to legitimacy now rests on an extraordinary assextion that it operaies a
business modset that is snnamed in the field of economics. Tn this model, virtually all sales
ransactions cccur only between contract salesprople. They buy and sell 1o one another with
product shipments and comnigsion payments roanaged by Herbalife. The sales are transacied
under restrictive, non-competitive terms at prices fixed by Hevbalife inside a closed market
controfled by Herbalife, In this model, the Jost investments of newer disiribuicrs ave called
“revenue’: recraiters of the new consmer investors are called “retailers:” new distiibutors
who make capital investments under coniract terins are renamed “customers

FHerbalife’s buainess proposition constitutes a redefinition of “direct selling” and in no way

resembles a retall sales model. The damaging economic effects of Herbalife's recriimmeny

campaign on participanis surpass those of Equinox fniernational and Yoy fravel Biz, two other

DEA members thai perpetrated a similar model and were consequently prosecuted by the

government regnlatars for deception and pyramid fraud. Key factors in ithose prosecutions

included:

a recridinent-based reward progam,

deceptive earning claims,

the sales of most poods inside a closed market,

few, if any, salespersons earning advertised rewards from retailing (o true end-users

nearly total logses among the vast majority at the lower levels of the sales chain

the bottora of the chain perpetually “chuined,”

a high concentration of payments transfereed 1o the top ranks of the recruiting chain,

AANR RN

Your defense of Herbalife, in the face of the Herbalife recruitment model and the documenied
financial damage it causes, implicates the Direct Selling Association in Herbalife’s operation and
reinforces the importanee of NCL’s and other consursers” calls for an FYC investigation of
Herbalife and other mulii-level marketing businesses.

We look forward o an explanation and clarification of your staiements upon your eview of the
Herbalife compensation data.

Sincerely,

Fobert L. FurPatrick, Pres.
PYRAMID SCHEME ALERTY
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“Uiatemont of Avernge (iross Compensation Paid by Herbalife to United States Distribuiors in 20127
B oppertonity herhelite somdCmiaten L piacinns-sppor paite /St ntemat A v ageUempamation il LR g

Fotes on Calvnintions:

o This inoome analyeis nchudes only Supervisor/leaders, the oppermost lovel of the Fierbalife disiribsor
channel, Consumes invesions in this seotor, by definition and by reqnived invesiment loveld, ate
ancuestionstly pursuing the Herbalile Macome opporinnity.” A Supsevisor/Leador has paschased sadior
soid $2-4 000 doflars o more of Herbulife prodaet s Hoated tme frame within 2 yoar, The vank can be

sained by making personal inventory purchasen without sabsedquent sales.

o Herbalife's “Siatement of Average Crose Compenation” reports than
¥ 499 of SuprrviserLeaders reveived uo payment frosn Herbalife,
¢ F19% vecpulied no downline,
o 499 of all Supervisors dropout or lose Supervisor status within one yeay,
« §7% of fivsi-year Supervisors dropout within 2 yoar.

> Calenlations are based only on data provided by Herbalife on Supervisors/Leaders, including those with of
withou 2 recruited downiine and those who reesived povinents and those that did notreceive payments.

s Some lnwer level digtibutors whe as not Supervisor/Lesders also gatned payments from Herbalife after
ecruiting other distributors, All distributors bave the right o recrait, and have made some level of business
invesiment. However, only Supervisor/Leaders ave included in this analysic because (1) The reporied
average incorng of non-Supsrvisoy/Leaders who did receive paymenis based oo recmiting a downling i5 40
sl 10 be staiistoally s gnificant, 82 per week, sceording to Herbalife, and (2) Herballfe's “Statoment of
Avesage Gross Compensation” saseris that 73% of Distributors pardcipate in the pay plan “primarily” for
the benefit of “buying Herbalife products at 5 preforred price for thedr consumption and that of thedr
families”

s Phue to the claim by Herbalife that 4 large majority of Herbadife distribasors do not function as “distibuices”
bt s “endusers”, only thoee definest av “leaders” or “supervisors” ave included in the analysis.

s Since Hesdmlife doos not validate retsll profits of sny dstributors and olaimas that 73% of off distributons am
actuatly “end-uzers,” buying only for their own wee o for closs friends and family, rather than fo reseli on &
reizdl basts, this report exslodes any eatenlations of possible setail profis,

Hoberi L, FipPasick © 2683 Pysmpnid Sofews Aler



Aneadvaty of Herballfe Povmande

Herhalife Data dunlvaeis:

<

N3

Yool AY

Ty, dau

Average Payment

Total Payment

2 of Todsd

favely Laaters iv Haok ey “header™ i wor Lavel Paympntsy poy
. Hach Level Leevsd Favh Levad e 2 eve Layed
== 280,000 8.171% 194 % 724030 5 140 461 820 8%
5}' BT EEER TR
LS RE R il b e e AN I P e
190,001 .30 aA53 5 AR BE L 672610046 15%

250000

SHL0G6 -
$100.000

O.470%

549

KR STR

337,043,555

%

Fop 1% of All
Lesders

iV

{rousded)

B A

% 206,63%

§ P 866 50

6%

$25.000 -
$50.000

1.00%

156

4 45 481

$ 40420016

10.9%:

S16.000 -
$25 000

1715%

| S

% 15,538

830,143 .7720

55,000 -

2.E50%

$ 7008

§ 17884416

4 838%

1001 - 33,000

G058,

1,307

$2.216

$23,05631%

&.715%

$1-$1.000

34.620%

39,151

$ 29,

e

311,432,092

3.0 %

S0

2227 T1%

25,4

50

0%

Mo Dowaling,
%G Income

LT 1%

3621

$0

(3%

Bollom 99%
of
Al Leaders

BO%
{rounded)

1118900

11t

§ 124,936,556

349

Total Leadess

100%

113,685

$ 3,270

B 383,803,160

F100%

Roberi L PiePaich @ 3032

Pyvanaid Sobemp Adewt




Asprdyeds of Horbadife Paypmenis 3
- SR S = S 2 % BOEIEL . H T s PR Ahaeg

Binancial Pesults of Ferbablifs’s 184 Sales Fores, 3014

« Phe top 19 of Herbalife's ropuned “Supervizor/Leadens” - 1,183 individuals ~ recabved 66% of ol
soansnisgion pay e,

¥ AL

The mean avermge anmal “gross compensation” of the bottom 8% of all peponted Supervisors/Lsades
the TI9A in 2017 was $21 46 por wh., before ofl purchase costs and sl pther busineas sxpenses are doductod,

%

indicaling an average ped dess.

 Phe median average (hatf recsive mors and hatl soosive Jong) s vory neat xero, The bottom 49% recelved uo
payiment and the nest 35% cu the chatn sarned oaly J281 par year, ou avamge. The mean average oy e
Bosionm 84% of the reported Supervisor/Lenaders is $120 per year or §2.51 par wask.

# 1.ess than 2% of reported Herbalife Supsrvigors reneived 533000 OF mors o8 averags, befors expenses ond
produci prrchases are deducted. The veposted income of the top 2% i3 based on worldwide, uot domeatio-
oaby woraitment chains,

e Q6% of reported “Supervisor/Lendevs” vecesved, on average, e eguivelent of less than one-half he wages af

a sininusn-wage job, bafore all purchase costs and all other busioest expinses Ao deducted.

o 499 of reporiad Supervisor/Leaders mostved e bicoss from Herbalife at gli.

=

&7% of teporied Syericans who jolned as firseyear Suparvisors diop out within the year they join.
v 49% of aif reponied Supervisor/Leaders drapped ol or lost Supervisor siaties withis  year.

10-Your Projestion:

BF Hevbalife weve allpwed by fodsval and siute roguliuiors fo contings i survesl fors and meiniained carvent
yeeruiiment, dropout and payment sutes vver the next 10 yeors, {dropouis are reploced with egised number uf
HEW FOCPIIEE. o

5 557 700 rore Americana will join the ranks of 2012 total of 113000, a8 “Supervisor/Loaden” vesting
sheough divect inveniory parchases sadfor sales of between 53,000 - 54,000 each, including sales load charges,
feeg, mareketing materials and alf other business vosts, the toial invesiment per recnt can be fay more,

o bn frant 466 700 Amedeons wifl be envolled as Herbalife Supervigsor/Leaders during the ongiing {-vent
perind, including the currently reported base of 113 000

o U668 (49%) will sarn aothing in paymenes from Herbalife,

e A total of 553,700 - 83% of the total thas participate ~ will dropout daring this Hhyear pedod and 67% of
thn — 326 683 - will dropoul within the first yeur they ave recryited.

¥

* Projected logses during this period for consuiners who jnvest ag Herbalile “Supervisor”, based on
ivesiments of approsimately $3 000 or wors, range tram $2 - 4 billion and potentially much more when gl

posais e factored,

« Of the totat 566,700 sowolled, st 2321 (the non-charaing top 2% cach vear) will have received, on average,
an annual income approaching 1 “Hvelthood”, (gross payments, befors vxpenses, of $35 000 or more, on
averaged. This proup will coustitnie appwonimately one-hivd of wie perecas of all consumer-Uvesion in the
Herbalife “Supervizor” business opportaity. The top O.177% of the 10-year tofal (L out of every 575
Supervicors) will cach roceive appronimately $250.000 per yeur, o average.
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Suadpsie of Fabaiife Puymeniz

Lo

Horbalifs Pyramid Schewee Characteristics (Sermriarall

-

Flonwed, panconcuic, decepiive, aul unsusiginoable business propostion for coasner-investors based upon
offering rowards for perpeiually extending o “endlesa” distibution Chali,

Reerwitment rewnrds are e while low gross profi margin offered ou elafl saleg,
Forv-foeplay qualifications of epliont foos o prrchases 10 sabn access 10 weoruiiment baved rowaray,

Mishiiple ders ted divestly to reoraitinen progrossion incestivized hy eacalating rowards, with no apparent
selsvanos 0 sules wanagemeni.

Top-loaded rewaed formula that twansfers greator rowards - per transaction — fo e top ok,

Noa-rotail pudel — oo verifiable bona fide retail sates; fined prices and restricied competition wititn closed

Rysiem.

Herbalife Pyeamid Scheme Charncieristios {Funetional);

o

]

o falsely deseribed by Herbalife a o “proven syste” and
3 peroant of product evemes to Diatribudon”, Actus

i ~ W S L
a5 pares, “Lacrative

Deception: The Hesbalife "business oppoimity’
a “lucrative cosnpensation pan, paying o up o
resnits show a phi with passive failure/diopont taiss, extraordinanly low s .
resvaids are paid only 10 fay secior st the pealoof & recsiting ohaln, The actusl, dovupenied woed of
sicoess for the Jatent reoruits, in closs to zere. The oinim of the 73% “payom” is fulsely based upun

anvenfied “reial” salos, That pavout is coutradioind by Herbalife fsetl which now claime that 73% of all
distritutors purchase onaly for thelr own or for Bunily use i wisdesad piiving, without il prodit,

.
¥
B
£

n,

P

Money Transfer: Extreme concentration of all rewards in the apper F-d% of the sales channe! (84% patd 1o
top 4%).

Alniost Total Losses among “last ones i who are the vast majority of participants asud the claseic viedms of
pyramid pay plans. 86% of “Supervisor/Leades” recsived, on average, the eouivalent of lass shan one-dudf
the wages of 4 minimust-wage job, befors all purchase cosis and all othey tasiness expenses aw deducied.
This low averape roward indicntes mussive losg losses. In fact, 49% of Supervisor/Leaders received no
income from Herbulife ar ofl.

Continnons Collapse with extracdiwry atirition rstes among botiom vauks that almost aniversally Tl
ansmally and must be replaced, (45% of the cxtize sales chain dropouis sach year, the same perceniage that
secgive nG payments from Herbalife. 67% of newest recruiis deopowt within first year.) Withowt releniizes,
aggressive recruliing of conmumer-dnvestors, Herbalife’s business collapses within one year, The Hision of
soonowte viability i mainisined by geopaphic axpansion whese new sectulis ars founed aod by enyolling
recniis in satoraied market sreas, while concealing the historivsl loss rates and actual market cxpansing
apportoniiy for new reenuits in thuse areas.

Clased Morkss with aitempied edefindon of the clusming boniora-level channel members as an end-neer
“coctommer” buse, Herbalifo cannot validate exfernad revente on which profits and rewarde are bagsed. Rather,
the profits and rewands are pensvated divesdy from consumey invesions inside the rppnstingfewant chain,

Mot Markei-bosed: Roward and promotional progoam defies normal market/sales factors, Le., market
mtiation for prodoct, geographic saturation, munber of salospersons related to murket size, cofupetitive
pricing, brand awarcuess and marketing support for distribution channel.
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STATENENT OF AVENAGE GROSE COMPENEATION
PAI BY HERBALIFE 70 UNITED STATES DISTRIBUTORS N 22

kY

Paods beorsne Heshalife Diswibubors fr a numbee of mmasens. The ety (VAU primarily join ug to
renaive 1 whidsaste pring on peshicts they and thelr famiies srjoy. Bome winhy B0 9t pari-iimd mony,
wenrives 10 give disact sulee a by and wee encowwaged by Harbialiie’s fow atarb-up costs (3 thelr option, &
rird-International Businaes Pach S5) ab $57.78 or full B3 b BRELHE and oy -ack vasrantee®, Others
sve cirawn 1o Merbalife bocause they o b thelr svm boss arwd oan eanmt mwarde s 00 thelr ow gidis
g B woske

Whetever tim motivation, an Hebalifs Distiatorstip le something ihe a gy mumbarshipn sesulls vary
with the tme, energy soel checlication o pud ek i Anyone considaing en avtive Chstributcashin noasds
$es unslersinnd the realities of divect selling. it s hasd work, There fs no shortout to riches, no guaranse i
suconss, However, for thoss who devole Bhe Hime and energy o develop a stable base of custiroes aruct
thyer ey i raln nilers to do e geme, he opporiunity for personsd growth anc an sgtbrsiieg pars O
Sl e inceme edets, Morenver, unffie oties Dusinesses, there we miidmal slari-up Coets In baginning
v Herbulite Disviotorship, Thers 8 no need fora Oisiribaston o spend signifinent amounis ol monsy o6
wdes sl or ofher mntarale, In fact, Hebalife's orpomie policy dhecourmges the ame of sunh sule 2ids,
sapenially I the frst few months of 2 Disiributorshdp,

The muority of Hedallies independayt Distributors (71%) have tot 8 wwisorsg another Disbibutyy and
are thersfors “single-devel” Distribidors. Single-level Distributors benefit from buying Hariaiifs povusts
gt preforsd prine for thel consyrpdion and hat of thelr families, and foy ramny Hils g the only benedit
they seel. S sy sl be retuiling products By & profit and this prfit s not elied o any of the
cornpenmabon Soues belne,

Serme Debibubes £9%) s decided fo sponsor sibers fo beotms Herbalife Distritaorg, o that Wiy,
they ay seok o bulld and maintain thelr own downline salss onganizatinns, They we nod paid anythiing
for sponsoring new Dishibuiors, They are pald solely baged on product gabma to thely downline Disbributcrs
for thelr own consumption or for ot o othere, This maitieval companaation opporiunity i detaptied in
Merbalife’s Sales & Markating Plan, which s gvailable ol Dishibutors online ww. vherbalifsomn,

For podentizd Dishibutors 1o ke an informed declalon, we offer the Tollowing chark & show the differad
rangen of avesge gross compensation that Herbalile pays o Ba Distifesiors, The figures below do aol
inchets mny retalt / whnlesale profit that 2 Distritagor mukes from salfing Herbaiife's products to othars
nov do these fimees nclasle expenees nouwrnsd by a Dislrilagtor in e pperation or prosnotion of hin or
ey bppsives. Such business expsrees can vary widely, They might incivde advertising o preTwatineal
npenses, produck sangles, imining, rent, taval, tetephons and inasmet Sosts, and mintelanaiul SRpBes.
The comporsation receivad by e Dishibutors o this chert is not navessally roprasentaiive of the gross
corpenasation, i any, that awy pariculy Disirbuicr will seceive. Thase figues shoul aob b copisitiarad au
susesniess of profenticre of your aciual gross oompeneativn of prfis. Suotess weith Havhaiife resulls ondy
from sueosseid provt astes efforks, wiioh reguire hand work, dlligance and lnadership, Hour suncess will
capared upon Bow offecibeely vou exarcies these (ulities.

(1) et o 2 Dby o vesnarch sttovey oot by Usomsn Beesich Waildwide, Jaary 2083, ity & s of savod af 1 375
£5) 800 gays po i ettt of the 1D sned unn yoar an Hie retiurn of rsnkelie Tneniory, upon inaving the buinsy.
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Greisman, Lois C. </O=FTCEXCHANGE/OU=FIRST ADMINISTRATIVE GROUP/CN=RECIPIENTS/

Al CN=LGREISMAN >

Sent: Tuesday, June 18, 2013 5:31 PM

To: Ammerman, Janet <jammermanl@ftc.gov>; Vander Nat, Peter J. <PVANDERNAT@ftc.gov>;
Todaro, Christine <ctodaro@ftc.gov>; Vaca, Monica E. <MVACA@ftc.gov>

Subject: FW: Pershing Square Press Release

Attach: Press Release re HLF Surverys Final 6 18 13.pdf

From: Holley, Steven L. [mailto: HolleyS@sullcrom.com]
Sent: Tuesday, June 18, 2013 1:30 PM

To: Greisman, Lois C.

Subject: Pershing Square Press Release

Hi Lois —

| am sending along a press release that Pershing Square just issued concerning the latest survey commissioned by
Herbalife on the issue of retail sales to customers outside Herbalife’s distribution network. The strange thing about
the continued use of such surveys is that Herbalife has the contractual right to obtain detailed data about actual retail
sales from its distributors under the plain terms of its Sales and Marketing Plan. It seems fair to infer that the
company’s refusal to use such readily accessible data is based on its concern about what the data will show, namely,
that very few products are sold to actual retail customers as opposed to aspiring distributors.

Regards,

Steve

Steven L. Holley | Sullivan & Cromwell LLP
125 Broad Street, New York, NY 10004-2498

& (212) 558-4737| 2(212) 291-9074
holleys@sullcrom.com

This e-mail is sent by a law firm and contains information that may be privileged and confidential. If you are not the intended recipient, please delete the e-mail and notify us
immediately.



Herbalife Ltd.’s New Survey and Public Statements Raise
More Questions about the Legality of its Business

NEW YORK, June 18, 2013//-Pershing Square Capital Management, L.P. (“Pershing
Square”) today released the following statement:

Yet Another Herbalife Poll

The polling results recently released by Herbalife Ltd. (NYSE: HLF) contradict the
results of two surveys previously released by the company - begging the question why it
won’t simply release actual data that are collected by its distributors - and calling into
question the accuracy of these survey results. The company continues to refuse to release
these surveys to the public so that their assumptions, methodologies, and approaches can
be analyzed.

We note that Herbalife’s Nielsen survey relied on data from 349 respondents to
determine the buying habits of 7.9 million Americans. Using surveys of a tiny fraction of the
population which are then extrapolated to determine the occurrence of rare events for the
population at large often leads to overestimates of actual results.!

Herbalife Refuses to Release Actual Sales Data

Herbalife has incurred substantial expense in commissioning surveys while it has
avoided collecting contractually available empirical data which would answer questions
about the sales of Herbalife products to end consumers. Under its Sales & Marketing Plan,
Herbalife requires all distributors to complete an official Herbalife Retail Order Form for
each sale, a form which includes each buyer’s name, contact information, product
purchased, and price paid. These records must be maintained by distributors for at least
two years and provided to the company upon request.?

If Herbalife wished to determine its actual retail sales and the profits earned by
distributors on these retail sales, it can simply request the required Retail Order Forms

1 According to a paper sponsored by the American Statistical Association written by Harvard Ph.D David
Hemenway, “[u]sing surveys to estimate rare events typically leads to overestimates. For example, the
National Rifle Association reports 3 million dues-paying members, or about 1.5% of American adults. In
national random telephone surveys, however, 4-10% of respondents claim that they themselves are dues-
paying NRA members. Similarly, although Sports lllustrated reports that fewer than 3% of American
households purchase the magazine, in national surveys 15% of respondents claim that they are current
subscribers.”

* See Herbalife Sales & Marketing Plan (Rule 17-A: Providing Retail Receipts to Customer).



from its distributors. Herbalife’s refusal to obtain the actual empirical data which would
answer questions as to the amount and profitability of consumer sales begs the question as
to why Herbalife continues to attempt to rely on inherently unreliable and incomplete
surveys as a defense to its being a pyramid scheme.

If Herbalife is a Legitimate Consumer Products Company, It Should be Tracking
Retail Sales as Closely as Possible.

Even putting aside the legal requirements of collecting data about its customers,
what legitimate consumer products company would not collect available empirical
consumer data for research, sales, and marketing purposes if it could access this
information?

Other direct sellers openly collect and report their empirical sales data. In a CNBC
interview earlier this year, Tupperware CEO Rick Goings said, “Over 90% of our sales are
through a retail customer. Only 10% to the sales force, and they buy that because we have
so many new products every year.” When asked how he could be so confident in the
numbers, Goings said, “We have a report there of what happened the previous week, what
the sales were, what the recruits were, who they were to and people that went to the party.
We manage our businesses right down to the detail of it.”

Herbalife’s Surveys Do Not Refute That It is a Pyramid Scheme

Whether Herbalife is a pyramid scheme depends on whether its distributors earn
more from retail profits than from recruiting-related compensation. Since the surveys that
Herbalife has commissioned only seek to determine whether adults have purchased
Herbalife products - and not which products, the amount of products, or the prices paid -
the surveys do not provide any information which could be used to determine the amount
of retail profits, if any, that distributors have generated from these reported sales.
Furthermore, Herbalife has refused to provide copies of either the Lieberman or Nielsen
surveys to the public further limiting the public’s ability to assess the company’s claims.

Herbalife products are offered for sale on the internet from numerous websites at
large discounts, often as much as 45% off suggested retail prices with free shipping. The
high degree of availability of discounted products calls into question the amount of actual
retail sales that are occurring at suggested retail prices. Even if it were factually correct
that 7.9 million Americans have purchased Herbalife products, only if those sales occurred
at prices which enabled distributors to earn more from these sales than from recruitment
rewards would this information be helpful to Herbalife in demonstrating that it is not a
pyramid scheme.



A 1986 Permanent Injunction with the State of California Requires Herbalife to Track
Retail Sales

Herbalife’s failure to track actual retail sales puts the company squarely in violation
of its 1986 consent decree with the State of California, which imposed a permanent
injunction on the company. The injunction, among other things, prohibits Herbalife from
operating a marketing program that pays compensation to distributors unless it is based
upon “retail sales.” The order requires Herbalife to implement a system to “verify and
document” sales of products and requires that "their records are current and accurate to a
point in time which does not precede [a] request for verification or documentation by more
than 90 days."

Regulators Should Investigate Herbalife Following Repeated Demands from Not-for-
Profit Organizations and Federal and Local Legislators

Recently, the National Consumers League, the Hispanic Federation, Congresswoman
Linda Sanchez (CA-38), and New York City Councilwoman Julissa Ferraras (215 District -
Queens) have called upon regulators to investigate Herbalife.

Councilwoman Ferraras wrote: “Latinos and others in my district are being
unnecessarily harmed by [Herbalife's] aggressive recruitment techniques.”

Congresswoman Sanchez’s letter to FTC Chairwoman Edith Ramirez, dated June 6,
2013, closed with this statement: “I expect you will aggressively pursue [an investigation]
in a timely manner.”

Herbalife responded to Congresswoman Sanchez by stating that Herbalife offers an
“excellent business opportunity” in order to “change people’s lives.” Butin a court filing on
May 30, 2013 in Bostick v. Herbalife, a class action against the company, Herbalife said it
“made it clear to [Bostick] that only a small percentage of individuals similarly situated
could expect to - as is true — generate significant income as a result of their relationship
with Herbalife.” And “even the top Herbalife distributors, on average, earn only a modest
amount of income.” In Herbalife’s recently revised Statement of Average Gross
Compensation, the company admitted that 88% of distributors received no payments from
Herbalife in 2012 - and that is before accounting for any expenses distributors incurred
trying to profit from the business.

Herbalife wants it both ways — when recruiting, Herbalife aggressively promotes its
“excellent business opportunity” to unwary consumers. When caught, Herbalife argues that
everyone should know that it does not offer any meaningful chance of making money.



Pershing Square joins these non-profit public interest groups and members of our
government in requesting regulators to promptly investigate Herbalife. If, in fact, Herbalife
is a legitimate company, it should welcome a review of its business practices by the FTC,
the SEC, and other regulators to put to rest whether or not it is a pyramid scheme.

About Pershing Square Capital Management, L.P. Pershing Square Capital
Management, L.P., based in New York City, is a SEC-registered investment advisor to
private investment funds. Pershing Square manages funds that are in the business of
trading — buying and selling — securities and other financial instruments. Funds managed
by Pershing Square are short the stock of Herbalife Ltd. Pershing Square may increase,
decrease, dispose of, or change the form of its investment in Herbalife for any or no reason,
at any time.

Media Contacts:

Anna Brower
D: 212-392-5271
M: 734-645-2703

abrower@globalstrategygroup.com

Mike Geller
D: 212-729-2163
M: 646-567-3596

mike.geller@edelman.com

H##



APPENDIX: STATISTICAL DIFFERENCES BETWEEN LIEBERMAN AND NIELSEN
HERBALIFE STUDIES

In January, Herbalife released the results of a market research study conducted on their
behalf by Lieberman Research. Key parameters of that survey were as follows:

- 5% of adults purchased a Herbalife product in the last three months
- The results came from a survey of 2,000 interviews conducted in July 2012 and
replicated in October 2012 (both surveys found the same 5% figure)

Meanwhile, key parameters from the Nielsen survey released recently by Herbalife are as
follows:

3.3% of adults purchased a Herbalife product in the last three months
- The results came from a survey of 10,525 interviews conducted in April and May of
2013

To determine whether these two studies produced statistically different results, we can use
accepted statistical principles to calculate a margin of error for each of these estimates.

- Atthe 95% confidence level (the accepted standard in survey research), the
Lieberman estimate of 5% has a margin of error of +/- 0.96%™*. That means that
with 95% certainty, Lieberman estimates the range for the true population
proportion to be between 4.04% and 5.96%

- At the 95% confidence level, the Nielsen estimate of 3.3% has a margin of error of
+/- 0.34%*. That means that with 95% certainty, Nielsen estimates the range
for the true population proportion to be between 2.96% and 3.64%

- These two ranges contradict each other because they do not overlap. In addition, by
applying a commonly used statistical test to compare the difference between two
independently collected percentages (z-test of sample proportions), we can
determine that these results are statistically different with 99% certainty

These survey results are not compatible. From here, we can conclude that the two survey
results contradict each other for one of two reasons:

1) The two surveys produced different results because sales of Herbalife
decreased from October 2012 to April/May 2013. However, sales data provided
by the company does not confirm this hypothesis. (Herbalife reported $216.2mm of
net sales in the U.S. in Q1'13, roughly the same as the $218.1mm it reported in
Q2'12)

2) The two results produced different results because one or both studies relied
on an unreliable methodology. This is the only other possible conclusion one can
draw - that one or both of these surveys was flawed in some way. Whether it was



due to an online methodology, question wording, or some other bias is impossible to
say without Herbalife releasing the full results and methodology of both surveys (as
well as the results of any other surveys the Company may have commissioned that
have not been released publicly)**

*NOTE ON MARGIN OF ERROR CALCULATIONS: A commonly misunderstood fact about margin of error calculations is that they
change depending on the percentage estimate in question {(e.g. a 3.3% or 5% estimate vs. a much larger estimate like 25%, 50%
or 75%). It is industry standard to report the maximum margin of error for a survey — but in practice, the maximum margin of
error only applies when the percentage estimate is 50%. The margin of error shrinks as the percentage estimates approach the
extremes of either 0% or 100%. In this case, the margin of error reported in Herbalife’s press release on the Nielsen study was
+/- 0.96% — the correct number for the survey as a whole. However, on the specific issue of the margin of error on the 3.3%
estimate for Herbalife purchasers, the margin of error is much smaller (+/- 0.34%). It is these precise margin of error estimates
that we are appropriately relying upon in the explanation above.

**We note that the Lieberman survey results are extrapolated to U.S. households, whereas the Nielsen survey results are
extrapolated to the U.S. adult population. Without a full release of the surveys, it is unclear whether Lieberman asked if
respondents had purchased Herbalife product within the last three months (as suggested by the transcript of Kim Rory at the
January 10", 2013 Herbalife investor presentation), or if Lieberman inquired as to whether respondents or any member of their
household had purchased Herbalife product within the last three months.



From: Holley, Steven L. <HolleyS@sullcrom.com>

Sent: Tuesday, June 18, 2013 1:30 PM

To: Greisman, Lois C. <LGREISMAN@ftc.gov>
Subject: Pershing Square Press Release

Attach: Press Release re HLF Surverys Final 6 18 13.pdf
Hi Lois —

I am sending along a press release that Pershing Square just issued concerning the latest survey commissioned by
Herbalife on the issue of retail sales to customers outside Herbalife’s distribution network. The strange thing about
the continued use of such surveys is that Herbalife has the contractual right to obtain detailed data about actual retail
sales from its distributors under the plain terms of its Sales and Marketing Plan. It seems fair to infer that the
company’s refusal to use such readily accessible data is based on its concern about what the data will show, namely,
that very few products are sold to actual retail customers as opposed to aspiring distributors.

Regards,

Steve

Steven L. Holley | Sullivan & Cromwell LLP
125 Broad Street, New York, NY 10004-2498

W (212) 558-4737| B(212) 291-9074
holleys@sullcrom.com

This e-mail is sent by a law firm and contains information that may be privileged and confidential. If you are not the intendled recipient, please delete the e-mail and notify us
immediately.



Herbalife Ltd.’s New Survey and Public Statements Raise
More Questions about the Legality of its Business

NEW YORK, June 18, 2013//-Pershing Square Capital Management, L.P. (“Pershing
Square”) today released the following statement:

Yet Another Herbalife Poll

The polling results recently released by Herbalife Ltd. (NYSE: HLF) contradict the
results of two surveys previously released by the company - begging the question why it
won’t simply release actual data that are collected by its distributors - and calling into
question the accuracy of these survey results. The company continues to refuse to release
these surveys to the public so that their assumptions, methodologies, and approaches can
be analyzed.

We note that Herbalife’s Nielsen survey relied on data from 349 respondents to
determine the buying habits of 7.9 million Americans. Using surveys of a tiny fraction of the
population which are then extrapolated to determine the occurrence of rare events for the
population at large often leads to overestimates of actual results.!

Herbalife Refuses to Release Actual Sales Data

Herbalife has incurred substantial expense in commissioning surveys while it has
avoided collecting contractually available empirical data which would answer questions
about the sales of Herbalife products to end consumers. Under its Sales & Marketing Plan,
Herbalife requires all distributors to complete an official Herbalife Retail Order Form for
each sale, a form which includes each buyer’s name, contact information, product
purchased, and price paid. These records must be maintained by distributors for at least
two years and provided to the company upon request.?

If Herbalife wished to determine its actual retail sales and the profits earned by
distributors on these retail sales, it can simply request the required Retail Order Forms

1 According to a paper sponsored by the American Statistical Association written by Harvard Ph.D David
Hemenway, “[u]sing surveys to estimate rare events typically leads to overestimates. For example, the
National Rifle Association reports 3 million dues-paying members, or about 1.5% of American adults. In
national random telephone surveys, however, 4-10% of respondents claim that they themselves are dues-
paying NRA members. Similarly, although Sports lllustrated reports that fewer than 3% of American
households purchase the magazine, in national surveys 15% of respondents claim that they are current
subscribers.”

* See Herbalife Sales & Marketing Plan (Rule 17-A: Providing Retail Receipts to Customer).



from its distributors. Herbalife’s refusal to obtain the actual empirical data which would
answer questions as to the amount and profitability of consumer sales begs the question as
to why Herbalife continues to attempt to rely on inherently unreliable and incomplete
surveys as a defense to its being a pyramid scheme.

If Herbalife is a Legitimate Consumer Products Company, It Should be Tracking
Retail Sales as Closely as Possible.

Even putting aside the legal requirements of collecting data about its customers,
what legitimate consumer products company would not collect available empirical
consumer data for research, sales, and marketing purposes if it could access this
information?

Other direct sellers openly collect and report their empirical sales data. In a CNBC
interview earlier this year, Tupperware CEO Rick Goings said, “Over 90% of our sales are
through a retail customer. Only 10% to the sales force, and they buy that because we have
so many new products every year.” When asked how he could be so confident in the
numbers, Goings said, “We have a report there of what happened the previous week, what
the sales were, what the recruits were, who they were to and people that went to the party.
We manage our businesses right down to the detail of it.”

Herbalife’s Surveys Do Not Refute That It is a Pyramid Scheme

Whether Herbalife is a pyramid scheme depends on whether its distributors earn
more from retail profits than from recruiting-related compensation. Since the surveys that
Herbalife has commissioned only seek to determine whether adults have purchased
Herbalife products - and not which products, the amount of products, or the prices paid -
the surveys do not provide any information which could be used to determine the amount
of retail profits, if any, that distributors have generated from these reported sales.
Furthermore, Herbalife has refused to provide copies of either the Lieberman or Nielsen
surveys to the public further limiting the public’s ability to assess the company’s claims.

Herbalife products are offered for sale on the internet from numerous websites at
large discounts, often as much as 45% off suggested retail prices with free shipping. The
high degree of availability of discounted products calls into question the amount of actual
retail sales that are occurring at suggested retail prices. Even if it were factually correct
that 7.9 million Americans have purchased Herbalife products, only if those sales occurred
at prices which enabled distributors to earn more from these sales than from recruitment
rewards would this information be helpful to Herbalife in demonstrating that it is not a
pyramid scheme.



A 1986 Permanent Injunction with the State of California Requires Herbalife to Track
Retail Sales

Herbalife’s failure to track actual retail sales puts the company squarely in violation
of its 1986 consent decree with the State of California, which imposed a permanent
injunction on the company. The injunction, among other things, prohibits Herbalife from
operating a marketing program that pays compensation to distributors unless it is based
upon “retail sales.” The order requires Herbalife to implement a system to “verify and
document” sales of products and requires that "their records are current and accurate to a
point in time which does not precede [a] request for verification or documentation by more
than 90 days."

Regulators Should Investigate Herbalife Following Repeated Demands from Not-for-
Profit Organizations and Federal and Local Legislators

Recently, the National Consumers League, the Hispanic Federation, Congresswoman
Linda Sanchez (CA-38), and New York City Councilwoman Julissa Ferraras (215 District -
Queens) have called upon regulators to investigate Herbalife.

Councilwoman Ferraras wrote: “Latinos and others in my district are being
unnecessarily harmed by [Herbalife's] aggressive recruitment techniques.”

Congresswoman Sanchez’s letter to FTC Chairwoman Edith Ramirez, dated June 6,
2013, closed with this statement: “I expect you will aggressively pursue [an investigation]
in a timely manner.”

Herbalife responded to Congresswoman Sanchez by stating that Herbalife offers an
“excellent business opportunity” in order to “change people’s lives.” Butin a court filing on
May 30, 2013 in Bostick v. Herbalife, a class action against the company, Herbalife said it
“made it clear to [Bostick] that only a small percentage of individuals similarly situated
could expect to - as is true — generate significant income as a result of their relationship
with Herbalife.” And “even the top Herbalife distributors, on average, earn only a modest
amount of income.” In Herbalife’s recently revised Statement of Average Gross
Compensation, the company admitted that 88% of distributors received no payments from
Herbalife in 2012 - and that is before accounting for any expenses distributors incurred
trying to profit from the business.

Herbalife wants it both ways — when recruiting, Herbalife aggressively promotes its
“excellent business opportunity” to unwary consumers. When caught, Herbalife argues that
everyone should know that it does not offer any meaningful chance of making money.



Pershing Square joins these non-profit public interest groups and members of our
government in requesting regulators to promptly investigate Herbalife. If, in fact, Herbalife
is a legitimate company, it should welcome a review of its business practices by the FTC,
the SEC, and other regulators to put to rest whether or not it is a pyramid scheme.

About Pershing Square Capital Management, L.P. Pershing Square Capital
Management, L.P., based in New York City, is a SEC-registered investment advisor to
private investment funds. Pershing Square manages funds that are in the business of
trading — buying and selling — securities and other financial instruments. Funds managed
by Pershing Square are short the stock of Herbalife Ltd. Pershing Square may increase,
decrease, dispose of, or change the form of its investment in Herbalife for any or no reason,
at any time.

Media Contacts:

Anna Brower
D: 212-392-5271
M: 734-645-2703

abrower@globalstrategygroup.com

Mike Geller
D: 212-729-2163
M: 646-567-3596

mike.geller@edelman.com
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APPENDIX: STATISTICAL DIFFERENCES BETWEEN LIEBERMAN AND NIELSEN
HERBALIFE STUDIES

In January, Herbalife released the results of a market research study conducted on their
behalf by Lieberman Research. Key parameters of that survey were as follows:

- 5% of adults purchased a Herbalife product in the last three months
- The results came from a survey of 2,000 interviews conducted in July 2012 and
replicated in October 2012 (both surveys found the same 5% figure)

Meanwhile, key parameters from the Nielsen survey released recently by Herbalife are as
follows:

3.3% of adults purchased a Herbalife product in the last three months
- The results came from a survey of 10,525 interviews conducted in April and May of
2013

To determine whether these two studies produced statistically different results, we can use
accepted statistical principles to calculate a margin of error for each of these estimates.

- Atthe 95% confidence level (the accepted standard in survey research), the
Lieberman estimate of 5% has a margin of error of +/- 0.96%™*. That means that
with 95% certainty, Lieberman estimates the range for the true population
proportion to be between 4.04% and 5.96%

- At the 95% confidence level, the Nielsen estimate of 3.3% has a margin of error of
+/- 0.34%*. That means that with 95% certainty, Nielsen estimates the range
for the true population proportion to be between 2.96% and 3.64%

- These two ranges contradict each other because they do not overlap. In addition, by
applying a commonly used statistical test to compare the difference between two
independently collected percentages (z-test of sample proportions), we can
determine that these results are statistically different with 99% certainty

These survey results are not compatible. From here, we can conclude that the two survey
results contradict each other for one of two reasons:

1) The two surveys produced different results because sales of Herbalife
decreased from October 2012 to April/May 2013. However, sales data provided
by the company does not confirm this hypothesis. (Herbalife reported $216.2mm of
net sales in the U.S. in Q1'13, roughly the same as the $218.1mm it reported in
Q2'12)

2) The two results produced different results because one or both studies relied
on an unreliable methodology. This is the only other possible conclusion one can
draw - that one or both of these surveys was flawed in some way. Whether it was



due to an online methodology, question wording, or some other bias is impossible to
say without Herbalife releasing the full results and methodology of both surveys (as
well as the results of any other surveys the Company may have commissioned that
have not been released publicly)**

*NOTE ON MARGIN OF ERROR CALCULATIONS: A commonly misunderstood fact about margin of error calculations is that they
change depending on the percentage estimate in question {(e.g. a 3.3% or 5% estimate vs. a much larger estimate like 25%, 50%
or 75%). It is industry standard to report the maximum margin of error for a survey — but in practice, the maximum margin of
error only applies when the percentage estimate is 50%. The margin of error shrinks as the percentage estimates approach the
extremes of either 0% or 100%. In this case, the margin of error reported in Herbalife’s press release on the Nielsen study was
+/- 0.96% — the correct number for the survey as a whole. However, on the specific issue of the margin of error on the 3.3%
estimate for Herbalife purchasers, the margin of error is much smaller (+/- 0.34%). It is these precise margin of error estimates
that we are appropriately relying upon in the explanation above.

**We note that the Lieberman survey results are extrapolated to U.S. households, whereas the Nielsen survey results are
extrapolated to the U.S. adult population. Without a full release of the surveys, it is unclear whether Lieberman asked if
respondents had purchased Herbalife product within the last three months (as suggested by the transcript of Kim Rory at the
January 10", 2013 Herbalife investor presentation), or if Lieberman inquired as to whether respondents or any member of their
household had purchased Herbalife product within the last three months.



From: Holley, Steven L. <HolleyS@sullcrom.com>

Sent: Tuesday, June 18, 2013 1:30 PM

To: Greisman, Lois C. <LGREISMAN@ftc.gov>
Subject: Pershing Square Press Release

Attach: Press Release re HLF Surverys Final 6 18 13.pdf
Hi Lois —

I am sending along a press release that Pershing Square just issued concerning the latest survey commissioned by
Herbalife on the issue of retail sales to customers outside Herbalife’s distribution network. The strange thing about
the continued use of such surveys is that Herbalife has the contractual right to obtain detailed data about actual retail
sales from its distributors under the plain terms of its Sales and Marketing Plan. It seems fair to infer that the
company’s refusal to use such readily accessible data is based on its concern about what the data will show, namely,
that very few products are sold to actual retail customers as opposed to aspiring distributors.

Regards,

Steve

Steven L. Holley | Sullivan & Cromwell LLP
125 Broad Street, New York, NY 10004-2498

W (212) 558-4737| B(212) 291-9074
holleys@sullcrom.com

This e-mail is sent by a law firm and contains information that may be privileged and confidential. If you are not the intendled recipient, please delete the e-mail and notify us
immediately.



Herbalife Ltd.’s New Survey and Public Statements Raise
More Questions about the Legality of its Business

NEW YORK, June 18, 2013//-Pershing Square Capital Management, L.P. (“Pershing
Square”) today released the following statement:

Yet Another Herbalife Poll

The polling results recently released by Herbalife Ltd. (NYSE: HLF) contradict the
results of two surveys previously released by the company - begging the question why it
won’t simply release actual data that are collected by its distributors - and calling into
question the accuracy of these survey results. The company continues to refuse to release
these surveys to the public so that their assumptions, methodologies, and approaches can
be analyzed.

We note that Herbalife’s Nielsen survey relied on data from 349 respondents to
determine the buying habits of 7.9 million Americans. Using surveys of a tiny fraction of the
population which are then extrapolated to determine the occurrence of rare events for the
population at large often leads to overestimates of actual results.!

Herbalife Refuses to Release Actual Sales Data

Herbalife has incurred substantial expense in commissioning surveys while it has
avoided collecting contractually available empirical data which would answer questions
about the sales of Herbalife products to end consumers. Under its Sales & Marketing Plan,
Herbalife requires all distributors to complete an official Herbalife Retail Order Form for
each sale, a form which includes each buyer’s name, contact information, product
purchased, and price paid. These records must be maintained by distributors for at least
two years and provided to the company upon request.?

If Herbalife wished to determine its actual retail sales and the profits earned by
distributors on these retail sales, it can simply request the required Retail Order Forms

1 According to a paper sponsored by the American Statistical Association written by Harvard Ph.D David
Hemenway, “[u]sing surveys to estimate rare events typically leads to overestimates. For example, the
National Rifle Association reports 3 million dues-paying members, or about 1.5% of American adults. In
national random telephone surveys, however, 4-10% of respondents claim that they themselves are dues-
paying NRA members. Similarly, although Sports lllustrated reports that fewer than 3% of American
households purchase the magazine, in national surveys 15% of respondents claim that they are current
subscribers.”

* See Herbalife Sales & Marketing Plan (Rule 17-A: Providing Retail Receipts to Customer).



from its distributors. Herbalife’s refusal to obtain the actual empirical data which would
answer questions as to the amount and profitability of consumer sales begs the question as
to why Herbalife continues to attempt to rely on inherently unreliable and incomplete
surveys as a defense to its being a pyramid scheme.

If Herbalife is a Legitimate Consumer Products Company, It Should be Tracking
Retail Sales as Closely as Possible.

Even putting aside the legal requirements of collecting data about its customers,
what legitimate consumer products company would not collect available empirical
consumer data for research, sales, and marketing purposes if it could access this
information?

Other direct sellers openly collect and report their empirical sales data. In a CNBC
interview earlier this year, Tupperware CEO Rick Goings said, “Over 90% of our sales are
through a retail customer. Only 10% to the sales force, and they buy that because we have
so many new products every year.” When asked how he could be so confident in the
numbers, Goings said, “We have a report there of what happened the previous week, what
the sales were, what the recruits were, who they were to and people that went to the party.
We manage our businesses right down to the detail of it.”

Herbalife’s Surveys Do Not Refute That It is a Pyramid Scheme

Whether Herbalife is a pyramid scheme depends on whether its distributors earn
more from retail profits than from recruiting-related compensation. Since the surveys that
Herbalife has commissioned only seek to determine whether adults have purchased
Herbalife products - and not which products, the amount of products, or the prices paid -
the surveys do not provide any information which could be used to determine the amount
of retail profits, if any, that distributors have generated from these reported sales.
Furthermore, Herbalife has refused to provide copies of either the Lieberman or Nielsen
surveys to the public further limiting the public’s ability to assess the company’s claims.

Herbalife products are offered for sale on the internet from numerous websites at
large discounts, often as much as 45% off suggested retail prices with free shipping. The
high degree of availability of discounted products calls into question the amount of actual
retail sales that are occurring at suggested retail prices. Even if it were factually correct
that 7.9 million Americans have purchased Herbalife products, only if those sales occurred
at prices which enabled distributors to earn more from these sales than from recruitment
rewards would this information be helpful to Herbalife in demonstrating that it is not a
pyramid scheme.



A 1986 Permanent Injunction with the State of California Requires Herbalife to Track
Retail Sales

Herbalife’s failure to track actual retail sales puts the company squarely in violation
of its 1986 consent decree with the State of California, which imposed a permanent
injunction on the company. The injunction, among other things, prohibits Herbalife from
operating a marketing program that pays compensation to distributors unless it is based
upon “retail sales.” The order requires Herbalife to implement a system to “verify and
document” sales of products and requires that "their records are current and accurate to a
point in time which does not precede [a] request for verification or documentation by more
than 90 days."

Regulators Should Investigate Herbalife Following Repeated Demands from Not-for-
Profit Organizations and Federal and Local Legislators

Recently, the National Consumers League, the Hispanic Federation, Congresswoman
Linda Sanchez (CA-38), and New York City Councilwoman Julissa Ferraras (215 District -
Queens) have called upon regulators to investigate Herbalife.

Councilwoman Ferraras wrote: “Latinos and others in my district are being
unnecessarily harmed by [Herbalife's] aggressive recruitment techniques.”

Congresswoman Sanchez’s letter to FTC Chairwoman Edith Ramirez, dated June 6,
2013, closed with this statement: “I expect you will aggressively pursue [an investigation]
in a timely manner.”

Herbalife responded to Congresswoman Sanchez by stating that Herbalife offers an
“excellent business opportunity” in order to “change people’s lives.” Butin a court filing on
May 30, 2013 in Bostick v. Herbalife, a class action against the company, Herbalife said it
“made it clear to [Bostick] that only a small percentage of individuals similarly situated
could expect to - as is true — generate significant income as a result of their relationship
with Herbalife.” And “even the top Herbalife distributors, on average, earn only a modest
amount of income.” In Herbalife’s recently revised Statement of Average Gross
Compensation, the company admitted that 88% of distributors received no payments from
Herbalife in 2012 - and that is before accounting for any expenses distributors incurred
trying to profit from the business.

Herbalife wants it both ways — when recruiting, Herbalife aggressively promotes its
“excellent business opportunity” to unwary consumers. When caught, Herbalife argues that
everyone should know that it does not offer any meaningful chance of making money.



Pershing Square joins these non-profit public interest groups and members of our
government in requesting regulators to promptly investigate Herbalife. If, in fact, Herbalife
is a legitimate company, it should welcome a review of its business practices by the FTC,
the SEC, and other regulators to put to rest whether or not it is a pyramid scheme.

About Pershing Square Capital Management, L.P. Pershing Square Capital
Management, L.P., based in New York City, is a SEC-registered investment advisor to
private investment funds. Pershing Square manages funds that are in the business of
trading — buying and selling — securities and other financial instruments. Funds managed
by Pershing Square are short the stock of Herbalife Ltd. Pershing Square may increase,
decrease, dispose of, or change the form of its investment in Herbalife for any or no reason,
at any time.

Media Contacts:

Anna Brower
D: 212-392-5271
M: 734-645-2703

abrower@globalstrategygroup.com

Mike Geller
D: 212-729-2163
M: 646-567-3596

mike.geller@edelman.com
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APPENDIX: STATISTICAL DIFFERENCES BETWEEN LIEBERMAN AND NIELSEN
HERBALIFE STUDIES

In January, Herbalife released the results of a market research study conducted on their
behalf by Lieberman Research. Key parameters of that survey were as follows:

- 5% of adults purchased a Herbalife product in the last three months
- The results came from a survey of 2,000 interviews conducted in July 2012 and
replicated in October 2012 (both surveys found the same 5% figure)

Meanwhile, key parameters from the Nielsen survey released recently by Herbalife are as
follows:

3.3% of adults purchased a Herbalife product in the last three months
- The results came from a survey of 10,525 interviews conducted in April and May of
2013

To determine whether these two studies produced statistically different results, we can use
accepted statistical principles to calculate a margin of error for each of these estimates.

- Atthe 95% confidence level (the accepted standard in survey research), the
Lieberman estimate of 5% has a margin of error of +/- 0.96%™*. That means that
with 95% certainty, Lieberman estimates the range for the true population
proportion to be between 4.04% and 5.96%

- At the 95% confidence level, the Nielsen estimate of 3.3% has a margin of error of
+/- 0.34%*. That means that with 95% certainty, Nielsen estimates the range
for the true population proportion to be between 2.96% and 3.64%

- These two ranges contradict each other because they do not overlap. In addition, by
applying a commonly used statistical test to compare the difference between two
independently collected percentages (z-test of sample proportions), we can
determine that these results are statistically different with 99% certainty

These survey results are not compatible. From here, we can conclude that the two survey
results contradict each other for one of two reasons:

1) The two surveys produced different results because sales of Herbalife
decreased from October 2012 to April/May 2013. However, sales data provided
by the company does not confirm this hypothesis. (Herbalife reported $216.2mm of
net sales in the U.S. in Q1'13, roughly the same as the $218.1mm it reported in
Q2'12)

2) The two results produced different results because one or both studies relied
on an unreliable methodology. This is the only other possible conclusion one can
draw - that one or both of these surveys was flawed in some way. Whether it was



due to an online methodology, question wording, or some other bias is impossible to
say without Herbalife releasing the full results and methodology of both surveys (as
well as the results of any other surveys the Company may have commissioned that
have not been released publicly)**

*NOTE ON MARGIN OF ERROR CALCULATIONS: A commonly misunderstood fact about margin of error calculations is that they
change depending on the percentage estimate in question {(e.g. a 3.3% or 5% estimate vs. a much larger estimate like 25%, 50%
or 75%). It is industry standard to report the maximum margin of error for a survey — but in practice, the maximum margin of
error only applies when the percentage estimate is 50%. The margin of error shrinks as the percentage estimates approach the
extremes of either 0% or 100%. In this case, the margin of error reported in Herbalife’s press release on the Nielsen study was
+/- 0.96% — the correct number for the survey as a whole. However, on the specific issue of the margin of error on the 3.3%
estimate for Herbalife purchasers, the margin of error is much smaller (+/- 0.34%). It is these precise margin of error estimates
that we are appropriately relying upon in the explanation above.

**We note that the Lieberman survey results are extrapolated to U.S. households, whereas the Nielsen survey results are
extrapolated to the U.S. adult population. Without a full release of the surveys, it is unclear whether Lieberman asked if
respondents had purchased Herbalife product within the last three months (as suggested by the transcript of Kim Rory at the
January 10", 2013 Herbalife investor presentation), or if Lieberman inquired as to whether respondents or any member of their
household had purchased Herbalife product within the last three months.



From: Holley, Steven L. <HolleyS@sullcrom.com>

Sent: Thursday, February 7, 2013 11:11 AM

To: Greisman, Lois C. <LGREISMAN@ftc.gov>

Subject: [WARNING: MESSAGE ENCRYPTED]Herbalife

Attach: Herbalife_Questions.pdf; StatementAverageCompensation2011EN.pdf
Hi Lois —

It was nice speaking with you on the telephone yesterday. | am still figuring out who will be attending the March 4
meeting on our side, but | will let you know soon.

You are probably aware of this, but | wanted to be sure you saw the new Statement of Gross Compensation for U.S.
Distributors released by Herbalife yesterday, as well as some initial reaction to it on the Seeking Alpha website. http://
seekingalpha.com/article/1163881-herbalife-s-disclosures-don-t-add-up-again?source=yahoo Also, in response to the
invitation from Herbalife’s president Des Walsh, Pershing Square has posed a long series of questions to Herbalife
about its business. A copy of those questions, which are now up on the Facts About Herbalife website, are attached.
Please let me know if you have any questions about these materials.

Regards,

Steve

Steven L. Holley | Sullivan & Cromwell LLP
125 Broad Street, New York, NY 10004-2498
W (212) 558-4737|2(212) 291-9074

Hholleys@sullcrom.com

This e-mail is sent by a law firm and contains information that may be privileged and confidential. If you are not the intended recipient, please delete the e-mail and notify us
immediately



STATEMENT OF AVERAGE GROSS COMPENSATION
PAID BY HERBALIFE TO UNITED STATES DISTRIBUTORS IN 2012

People become Herbalife Distributors for a number of reasons. The majority (73%)™ primarily join us to
receive a wholesale price on products they and their families enjoy. Some wish to earn part-time money,
wanting to give direct sales a try and are encouraged by Herbalife's low start-up costs (at their option, a
mini-International Business Pack (IBP) at $59 or full IBP at $109) and money-back guarantee®. Others are
drawn to Herbalife because they can be their own boss and can earn rewards based on their own skills and
hard work.

Whatever the motivation, an Herbalife Distributorship is something like a gym membership: results vary
with the time, energy and dedication you put into it. Anyone considering an active Distributorship needs
to understand the realities of direct selling. It is hard work. There is no shortcut to riches, no guarantee of
success. However, for those who devote the time and energy to develop a stable base of customers and
then mentor and train others to do the same, the opportunity for personal growth and an attractive part- or
full-time income exists. Moreover, unlike other businesses, there are minimal start-up costs in beginning
your Herbalife Distributorship. There is no need for a Distributor to spend significant amounts of money on
sales aids or other materials. In fact, Herbalife’s corporate policy discourages the use of such sales aids,
especially in the first few months of a Distributorship.

The majority of Herbalife’s independent Distributors (71%) have not sponsored another Distributor and
are therefore “single-level” Distributors. Single-level Distributors benefit from buying Herbalife products
at a preferred price for their consumption and that of their families, and for many this is the only benefit
they seek. Some may also be retailing products for a profit and this profit is not included in any of the
compensation figures below.

Some Distributors (29%) have decided to sponsor others to become Herbalife Distributors. In that way,
they may seek to build and maintain their own downline sales organizations. They are not paid anything
for sponsoring new Distributors. They are paid solely based on product sales to their downline Distributors
for their own consumption or for retail to others. This multi-level compensation opportunity is detailed in
Herbalife’s Sales & Marketing Plan, which is available to all Distributors on line at www.myherbalife.com.

For potential Distributors to make an informed decision, we offer the following chart to show the different
ranges of average gross compensation that Herbalife pays to its Distributors. The figures below do not
include any retail / wholesale profit that a Distributor makes from selling Herbalife’s products to others
nor do these figures include expenses incurred by a Distributor in the operation or promotion of his or
her business. Such business expenses can vary widely. They might include advertising or promotional
expenses, product samples, training, rent, travel, telephone and internet costs, and miscellaneous expenses.
The compensation received by the Distributors in this chart is not necessarily representative of the gross
compensation, if any, that any particular Distributor will receive. These figures should not be considered as
guarantees or projections of your actual gross compensation or profits. Success with Herbalife results only
from successful product sales efforts, which require hard work, diligence and leadership. Your success will
depend upon how effectively you exercise these qualities.

(1) Based on a Distributor research survey conducted by Lieberman Research Worldwide, January 2013, with a margin of error of +/- 3.7%.
{2) 90 days on the return of the IBP and one year on the return of resalable inventory, upon leaving the business.



The compensation chart below indicates that 434,125 Distributors (88%) received no payments from Herbalife
during 2012. However, this chart does not include amounts earned by Distributors on their sales of Herbalife
products to others.

Additionally, this chart does not include the benefit to Distributors buying Herbalife products at a preferred
price for their consumption and that of their families. Based on the company’s survey, 73%" of individuals
became Distributors primarily for this benefit.

Single-Level Distributors (No Downline)

The economic rewards for single-level Distributors are the wholesale pricing received
on products for consumption by the Distributor and his or her family as well as
the opportunity to retail product to non-Disfributors. Neither of these rewards are
payments made by the company and therefore are excluded
from this schedule

+ Wholesale price on product
purchases

351,065 71%

+ Retall profit on sales to
non-Distributors

Non-Sales Leaders** With a Downline

E i Distriby

In addition to the economic rewards of the single-level Distributors above, which are
not included in this chart, certain non-sales leaders with a downline may be eligible
for payments from Herbalife on downline product purchases made
directly with Herbalife.

+ Wholesale price on product
purchases

+ Retail profit on sales to
non-Distributors

60,333 12%

2,466 of the 4,449 eligible Distributors earned such payments in 2012.
+  Wholesale profit on sales to The average total payments to the 2,466 Distributors was $104.

another Distributor

Sales Leaders** With a Downline

All Sales Leaders with a Downline
j p Average Paymenis
. Whoiesa G from Herbalife Number of % of Total A(\;??sge
SPESEER pHCE e Tk Distributors Grouping
purchases Payments
* Retall profit on sales to >$260,000 194 0.2% $724,030
e B $100,001-$250,000 452 05% $148808 Th;fgﬂ:iﬁg‘*ﬂ
' ‘;‘;’;‘;i'gat'ﬁsﬁr’ft’j:tg‘ Sles $50,001-5100,000 539 0.7% ST s e
; ; §26,001-850,000 1,136 1.4% $35 581 Distributors on their
. Mulh-l_evel compensation on 82,464 17% : sales of Herbalife
downline sales $10,001-525,000 1940 2.4% §15.938 products to others
* Royalties $6.001-$10,000 2552 31% $7,008
* Bonuses $1.001-85,000 11.307 13.7% $2,216
$1-31.000 39,151 47 5% $292
0 25193 30 6% 0
Total 82,464 100 0% 34,485

* 30,621 of the 351,065 single-leve| Distributors are sales leaders without a downline
™ Sales leaders are Disfributors that achieved the level of Supervisor or higher. See details on Herbalife's marketing plan at www. myherbalife.com

51.0% of all sales leaders as of February 1st, 2011, requalified by February 1st, 2012 (including 33.5% of first
time sales leaders)

The majority of those Distributors who earned in excess of $100,000 in 2012 had reached the level of
Herbalife's President’s Team. During 2012, 47 U.S. Distributors joined the level of President’s Team. They
averaged 9 years as an Herbalife Distributor before reaching President’s Team, with the longest being 20
years and the shortest being less than three years.

(1) Based on a Distributor research survey conducted by Lieberman Research Worldwide, January 2013, with a margin of error of +/- 3.7%.

Copyright & Herbalife. All rights reserved. Published Date: 02/2013



From: Holley, Steven L. <HolleyS@sullcrom.com>

Sent: Thursday, February 7, 2013 11:11 AM

To: Greisman, Lois C. <LGREISMAN@ftc.gov>

Subject: [WARNING: MESSAGE ENCRYPTED]Herbalife

Attach: Herbalife_Questions.pdf; StatementAverageCompensation2011EN.pdf
Hi Lois —

It was nice speaking with you on the telephone yesterday. | am still figuring out who will be attending the March 4
meeting on our side, but | will let you know soon.

You are probably aware of this, but | wanted to be sure you saw the new Statement of Gross Compensation for U.S.
Distributors released by Herbalife yesterday, as well as some initial reaction to it on the Seeking Alpha website. http://
seekingalpha.com/article/1163881-herbalife-s-disclosures-don-t-add-up-again?source=yahoo Also, in response to the
invitation from Herbalife’s president Des Walsh, Pershing Square has posed a long series of questions to Herbalife
about its business. A copy of those questions, which are now up on the Facts About Herbalife website, are attached.
Please let me know if you have any questions about these materials.

Regards,

Steve

Steven L. Holley | Sullivan & Cromwell LLP
125 Broad Street, New York, NY 10004-2498
W (212) 558-4737|2(212) 291-9074

Hholleys@sullcrom.com

This e-mail is sent by a law firm and contains information that may be privileged and confidential. If you are not the intended recipient, please delete the e-mail and notify us
immediately



STATEMENT OF AVERAGE GROSS COMPENSATION
PAID BY HERBALIFE TO UNITED STATES DISTRIBUTORS IN 2012

People become Herbalife Distributors for a number of reasons. The majority (73%)™ primarily join us to
receive a wholesale price on products they and their families enjoy. Some wish to earn part-time money,
wanting to give direct sales a try and are encouraged by Herbalife's low start-up costs (at their option, a
mini-International Business Pack (IBP) at $59 or full IBP at $109) and money-back guarantee®. Others are
drawn to Herbalife because they can be their own boss and can earn rewards based on their own skills and
hard work.

Whatever the motivation, an Herbalife Distributorship is something like a gym membership: results vary
with the time, energy and dedication you put into it. Anyone considering an active Distributorship needs
to understand the realities of direct selling. It is hard work. There is no shortcut to riches, no guarantee of
success. However, for those who devote the time and energy to develop a stable base of customers and
then mentor and train others to do the same, the opportunity for personal growth and an attractive part- or
full-time income exists. Moreover, unlike other businesses, there are minimal start-up costs in beginning
your Herbalife Distributorship. There is no need for a Distributor to spend significant amounts of money on
sales aids or other materials. In fact, Herbalife’s corporate policy discourages the use of such sales aids,
especially in the first few months of a Distributorship.

The majority of Herbalife’s independent Distributors (71%) have not sponsored another Distributor and
are therefore “single-level” Distributors. Single-level Distributors benefit from buying Herbalife products
at a preferred price for their consumption and that of their families, and for many this is the only benefit
they seek. Some may also be retailing products for a profit and this profit is not included in any of the
compensation figures below.

Some Distributors (29%) have decided to sponsor others to become Herbalife Distributors. In that way,
they may seek to build and maintain their own downline sales organizations. They are not paid anything
for sponsoring new Distributors. They are paid solely based on product sales to their downline Distributors
for their own consumption or for retail to others. This multi-level compensation opportunity is detailed in
Herbalife’s Sales & Marketing Plan, which is available to all Distributors on line at www.myherbalife.com.

For potential Distributors to make an informed decision, we offer the following chart to show the different
ranges of average gross compensation that Herbalife pays to its Distributors. The figures below do not
include any retail / wholesale profit that a Distributor makes from selling Herbalife’s products to others
nor do these figures include expenses incurred by a Distributor in the operation or promotion of his or
her business. Such business expenses can vary widely. They might include advertising or promotional
expenses, product samples, training, rent, travel, telephone and internet costs, and miscellaneous expenses.
The compensation received by the Distributors in this chart is not necessarily representative of the gross
compensation, if any, that any particular Distributor will receive. These figures should not be considered as
guarantees or projections of your actual gross compensation or profits. Success with Herbalife results only
from successful product sales efforts, which require hard work, diligence and leadership. Your success will
depend upon how effectively you exercise these qualities.

(1) Based on a Distributor research survey conducted by Lieberman Research Worldwide, January 2013, with a margin of error of +/- 3.7%.
{2) 90 days on the return of the IBP and one year on the return of resalable inventory, upon leaving the business.



The compensation chart below indicates that 434,125 Distributors (88%) received no payments from Herbalife
during 2012. However, this chart does not include amounts earned by Distributors on their sales of Herbalife
products to others.

Additionally, this chart does not include the benefit to Distributors buying Herbalife products at a preferred
price for their consumption and that of their families. Based on the company’s survey, 73%" of individuals
became Distributors primarily for this benefit.

Single-Level Distributors (No Downline)

The economic rewards for single-level Distributors are the wholesale pricing received
on products for consumption by the Distributor and his or her family as well as
the opportunity to retail product to non-Disfributors. Neither of these rewards are
payments made by the company and therefore are excluded
from this schedule

+ Wholesale price on product
purchases

351,065 71%

+ Retall profit on sales to
non-Distributors

Non-Sales Leaders** With a Downline

E i Distriby

In addition to the economic rewards of the single-level Distributors above, which are
not included in this chart, certain non-sales leaders with a downline may be eligible
for payments from Herbalife on downline product purchases made
directly with Herbalife.

+ Wholesale price on product
purchases

+ Retail profit on sales to
non-Distributors

60,333 12%

2,466 of the 4,449 eligible Distributors earned such payments in 2012.
+  Wholesale profit on sales to The average total payments to the 2,466 Distributors was $104.

another Distributor

Sales Leaders** With a Downline

All Sales Leaders with a Downline
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downline sales $10,001-525,000 1940 2.4% §15.938 products to others
* Royalties $6.001-$10,000 2552 31% $7,008
* Bonuses $1.001-85,000 11.307 13.7% $2,216
$1-31.000 39,151 47 5% $292
0 25193 30 6% 0
Total 82,464 100 0% 34,485

* 30,621 of the 351,065 single-leve| Distributors are sales leaders without a downline
™ Sales leaders are Disfributors that achieved the level of Supervisor or higher. See details on Herbalife's marketing plan at www. myherbalife.com

51.0% of all sales leaders as of February 1st, 2011, requalified by February 1st, 2012 (including 33.5% of first
time sales leaders)

The majority of those Distributors who earned in excess of $100,000 in 2012 had reached the level of
Herbalife's President’s Team. During 2012, 47 U.S. Distributors joined the level of President’s Team. They
averaged 9 years as an Herbalife Distributor before reaching President’s Team, with the longest being 20
years and the shortest being less than three years.

(1) Based on a Distributor research survey conducted by Lieberman Research Worldwide, January 2013, with a margin of error of +/- 3.7%.
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From: Greisman, Lois C.

Sent: Friday, May 10, 2013 4:07 PM

To: Ammerman, Janet; Todaro, Christine; Vaca, Monica E.; Vander Nat, Peter J.
Subject: FW: HLF

Attachments: Haaretz Full Text.docx

From: Holley, Steven L. [mailto:HolleyS@sullcrom.com]
Sent: Friday, May 10, 2013 2:52 PM

To: Greisman, Lois C.

Subject: HLF

Hi Lois —

| thought you might find interesting the attached story about Herbalife that appeared yesterday
on the Israeli new website Haaretz. Although the story concerns events in Israel, it points out
the importance of senior distributors and their organizations in generating new recruits for the
Herbalife pyramid scheme. The story also discusses some of the unorthodox methods those
senior distributors use to recruit and retain new distributors, and the large amounts of money
they earn in the process.

Regards,
Steve

Steven L. Holley | Sullivan & Cromwell LLP
125 Broad Street, New York, NY 10004-2498

& (212) 558-4737 |2 (212) 291-9074

4 holleys@sullcrom.com

This e-mail is sent by a law firm and c

tains information that may be privileged and confidential. If you are not the intended recipient, please
delete the e-mail and notify us immed y



The dream catcher: A Herbalife guru and his regime
of sexual control and humiliation

Tzachi Gozali was a young man from Kiryat Ata when he decided to join Herbalife and
start his own organization, GTEAM. Former members of his team speak of humiliation,
financial loss and intrusion into their personal affairs and sex lives.

By Ayelett Shani | May.09, 2013 | 11:11 AM

Tzachi Gozali.

[[] Get HAARETZ on iPad

Ayelett Shani

The GTEAM logo. “Gozali always ‘When you leave here you will badmouth me. You will say that Tzachi is a son
of a bitch. You don’t mess with me, 's Meital.



Gozali and a distributor. “Whenever the leader
to life and search for every way to reach the flc

Gozali with organization members. “He ays Ella. “Only those who listen to

him will achieve suc

[ \ ‘ F 4
Gozali outside a Tel Aviv restaurant. All attempts to reach people who know him ended with the phone being hung up.
No one wanted to talk.

A GTEAM party. “Lots of girls, alcohol flowing like water. All very glamorous,” says an invitee.



"T'was a kid from Kiryat Ata. Today I'm Gaydamak’s neighbor. Bibi’s neighbor. I live in Caesarea. I
drive a car that costs as much as a house. Anyone who listens to me will succeed the way I did. Put
some money in. You don’t have any? Get a loan from the bank. Bring your discharge payment from
the army. Don't listen to your parents. Theyre dream-stealers. They don't want you to succeed
because they didn’t succeed. All the people on the outside are miserable and unhappy. They make
NIS 5,000. Only those who listen to me will achieve success. What's up with your friends? Why
aren’t they here? Friends that aren’t involved in this aren’t true friends. Erase them. If someone has
the flu — don’t you stay away from them? It’s the same thing. This organization is your only family.
You have no true friends. I care about you more than your parents do.”

— Tzachi Gozali, in the mantra he delivers to members of his organization.

In the early 1990s, Herbalife — the huge American company that manufactures nutritional
supplements and diet products, and operates by the network marketing method — arrived in Israel.
Many locals joined its ranks.

Herbalife distributors’ profits are based not just on sales but also on bonuses for recruiting other
sales agents, in a pyramid structure. The broader and deeper the organization that a distributor
builds, the bigger his profits. Distributors at the highest levels of the company, who’ve managed to
construct a large organization for themselves, can earn hundreds of thousands of shekels a month.

Tzachi Gozali, a young man from Kiryat Ata who was working in an electronics shop, discovered
Herbalife shortly after it began operating locally. Gozali, a highly charismatic fellow and talented
salesman, had told people he knew that he always dreamed of making lots of money. The network
marketing business opportunity appealed to him. He started selling company products and
recruiting more people below him. In 2003, Gozali founded his own organization for selling
Herbalife products: GTEAM.

Initial entry into GTEAM costs NIS 18,000, an investment that earns a person the rank of
“supervisor.” How does one persuade people to invest such a hefty sum in a business whose potential
for success is uncertain?

According to a Haaretz investigation, the method involves, among other things, humiliation, threats,
incitement against friends and family, insistence upon celibacy, total control of members’ lives,
efforts to persuade people to invest more and more money, and even sexual relations with some of
the female members of the organization.

One method is to appeal to a relatively naive and gullible target audience - i.e., recently discharged
soldiers — and to dazzle them with promises of big money, without elaborating on what exactly has to
be done to earn this money. And then apply intensive pressure.



Ella (all the names in this article, except for Gozali and Liran Kettler, are pseudonyms) was 23 and
working as the manager of a clothing store. An acquaintance by the name of Aviv, who later became
her boyfriend, brought her into Gozali’s “company.”

“He told me he worked for an American company and that he couldn’t elaborate,” she says. “I asked
him if they needed workers. He said he didn’t think so and also that it cost money. Right away I said,
‘I'm coming.” I'm a person who’s always looking for opportunities. I went to Zichron Yaakov [for an
organization seminar] and had to pay NIS 100 for lunch. Aviv said, ‘Don’t look now, but that guy’ —
he pointed to Tzachi - ‘is someone who changes people’s lives. If you're accepted, but only if you're
accepted, I'll introduce you to him.” My curiosity was piqued. I went through the interview. I was told
to come to a meeting, where they explain how the business works. It was at the Check Post [in Haifa].
Everyone there seemed high.

“Why aren’t you smiling?’ they asked me. They explained how to get ahead in the business. There’s a
fast way and a slow way, and those who move ahead slowly usually drop out. I asked what it takes to
get ahead fast, and they said: ‘You have to put in NIS 17,000.” ‘And what happens if you don’t
succeed?’ “There is no such thing. You're under the command of the No. 1 Herbalife person in Israel,
Tzachi Gozali.’

“At this point, Aviv and I had started to be a couple. It was hard for me to say no to him. He came
with me to take the loan from the bank, to make sure I didn’t back out. And I myself, later on, when I
started to work in the organization, went to the bank with other recruits. So I go to the bank, a 23-
year-old girl who knows nothing about money, the daughter of divorced parents. I have a mother
who had a kidney transplant and I help her, and of course I've got an overdraft. The bank manager
says to me, ‘There’s no chance of you receiving a loan.” Aviv tells me, ‘Go back again, and don’t leave
until you get one.” And that’s what happened. I went back, and I got the loan. That’s how it started.”

‘Trust me’
NIS 17,000 is a lot of money for a 23-year-old.
“Two days later I realized what I'd done. I told Aviv it wasn’t for me. And he said, ‘Trust me.”

“Tzachi knows how to recognize people’s vulnerable points,” says Tomer, a former member of the
organization. “I got to it after my business partner cheated me out of a lot of money. I was a wreck. I
had to sell my house. We’d just had a baby. I was very vulnerable, financially and emotionally. I
didn’t even have NIS 100 to pay to enter the seminar. He [Gozali] took me for a spin in his nice car
and told me, ‘I was like you and look where I am now.’ I was invited to a party of the organization. I
went. I'd been with three women my whole life. And I married two of them. All of a sudden, at this
party there are all these good-looking people, lots of girls, alcohol flowing like water. All very
glamorous.



“I thought to myself: This is a dream job. If you’d have been at the seminar, you’'d have felt the same
way. Everybody is nice-looking and healthy and happy. Clapping, dancing. So much fun. And on top
of that, you’ll make millions. People from the organization are sitting there, having a great time.
Everything is orchestrated. The songs are orchestrated. The jokes are orchestrated. It all works like
clockwork.”

“I was 21,” Tamar recalls. “I answered an ad on the Internet. I came to this event, a seminar, it lasted
five hours. They didn’t explain anything about the job. I asked questions and got no answers.

“It’s intriguing — you see people there in suits, they talk to you about big money. A lot of waiting and
a lot of applause. I was asked over and over how badly I wanted it, and all this was before I even
really knew what they were talking about. Everything there is very dazzling. I came back dazzled. I
couldn’t fall asleep that night. They steamroller you.

“On Thursday I was at the seminar, and the next day I already brought the money. They tell you to
come with NIS 18,000 and you don’t even know why.”

Where did you get the money from?
“My army payment, and I broke into savings.”

A sum of NIS 17,000-18,000 is approximately what the Israel Defense Forces gives soldiers upon
discharge from compulsory service, a fact not lost on Gozali and others on his team. “It was the trick
of someone in the organization,” says Tomer. “People from the organization would ambush people as
they left the IDF release center. They stand there in their suits, acting like millionaires.”

Michal joined the organization together with another friend. Both women were told that if they
brought in their grant payment, they’'d get a discount. Na’ama, another former organization
member, was recruited at a convention for discharged soldiers. Once she had joined, she was
directed to go and recruit at such events herself.

Gozali avoids direct contact with new recruits when they’re just starting out in the organization. If
they see him at all, it’s on stage. Meanwhile, his close circle works hard to foster an extreme cult of
personality.

“You’re a robot’

“In this life I've been privileged to meet an angel of justice who watches over me,” writes Liran
Kettler — considered Gozali’s right hand in the organization — in its newsletter. “I've met a lot of
people who think I'm blindly following a charismatic leader and “forgetting’ myself. For seven years
I've been walking with wide-open and appreciative eyes after a great man ... Whenever the leader
experiences personal challenges, the wolves, the vampires and the monsters come to life and search
for every possible way to reach the flock and breach the fence.”



Ella describes how this approach is manifested. “Sitting in the first rows at the seminar are Aviv [her
boyfriend at the time] and another aide named Oren, and they go wild over everything Tzachi says,”
she relates. “For the new supervisors in the audience they play a song called ‘Oh How I Love You.’
Tzachi stands in the middle and everyone bows to him. Two of the women in his circle, Riki and Tal,
are so overcome with admiration that they cry. They really cry.”

Michal: “The first time I saw him on stage, he was funny, charming, charismatic. You fall in love with
the guy, with his abilities. At first I had no connection with him. Only with the tutor. And once in a
while there’s a committee thing, sort of like on ‘Kochav Nolad’ [the Israeli version of “American
Idol”], where judges sit and tell you what you need to do to be better and improve. And then you hear
his opinion. At the end of every seminar, we would go up to him to ask him to sign our notebooks.”

Like an autograph?

“Yes. You do it because the tutor says to and it’s what everybody is doing. You don’t think. If you ask
me about it now, I say it doesn’t make sense. But you just don’t think. There’s no place for rationality
at all. You're a robot.”

Tomer: “At the seminar, people go up on stage. They say, ‘I made NIS 70,000 or 20,000.” In fact, as
far as I can tell, very few people in the organization really make anything. All the rest lose their shirts.
Then at the very end the big star of the night appears: Tzachi Gozali. Everyone dances and sings and
applauds.”

Ella: “At first you fall in love. With the show. He’s a manipulator. He’s the Kiryat Ata boy who came
from nothing and became No. 1. His car. His watch. He made me see there was a quick path to
making it big. At the meetings they do all this promotion about him, “Don’t sell him cheap, say fancy
things.” And you can’t just say ‘Tzachi.” You have to say ‘Tzachi Gozali, No. 1 in Herbalife.” It will be a
great privilege for you to meet him. He says all the people on the outside are pathetic and miserable.
Only those who listen to him will achieve success. And he’s the king — you have to tell him that, of
course.

“There’s this one woman in the organization, his right hand. Her name is Riki, and she sleeps with
his picture under her pillow. She slept at my house like that. And then she even says to me — “‘What,
you don't kiss his picture? Tzachi is the king.’ I said, ‘Riki, cool it.” She told him [I said that]. You
don’t want to know what he did to me after that.”

‘Like a wanted man’

Who is this man who has crowned himself king? Gozali, 46, was born and raised in Kiryat Ata, the
eldest of six siblings. “He comes from very modest means,” Tomer explains. “He told me that every
night, when he went to sleep, he would promise himself that one day he would be a rich man. He told
me he was oppressed and bullied as a kid. He had a problem with the color of his skin, which is



brown and not white. He had a problem with the fact that he was from Kiryat Ata and not someplace
posh.”

“Tzachi said he was the ugly duckling when he was younger,” says Meital, another young woman who
used to work in the organization. “He said his brother was the hunk and always had lots of girls, and
Tzachi was the kid who always got beat up. He said he also had a problem with his weight. That he
lost weight thanks to Herbalife. He once told me that when he was fat, he had friends who would
drink and smoke and tease him. And that since he’s been in Herbalife, he’s no longer in touch with
them. That now he has smart, beautiful and rich friends.”

When Gozali got out of the army, he started working as a salesman at an electronics store in Kiryat
Bialik. Tomer says Gozali’s uncle, Yishai Gozali, a Herbalife distributor abroad, is the one who
suggested that Tzachi try it in Israel. In 2003, Gozali founded GTEAM, short for Gozali TEAM.

Gozali now lives in Caesarea. He has two children. He was widowed a few years ago, after his wife
died from an illness. All attempts to reach people who know him end with the phone being hung up.
No one wants to talk. Even anonymously. He barely has any presence on the Web. “Don’t bother
trying,” one of the interviewees for this article told me. “He’s been living in hiding like a wanted man
for years now. He works at hiding things and hiding himself.”

“He has no friends,” Meital explains. “He always said he was in conflict with his family. He also
always said, “There is no such thing as friends.’ He had another saying about family: ‘Your parents
are your dream-stealers, and the fact that they’re your parents and you have a blood tie doesn’t mean
they have to be part of your life.’

“He said his parents stole his dreams. That his father worked in a factory and his mother was a
cleaning woman or a housewife, and that his father didn’t believe in Herbalife. He wanted him to
learn a profession.”

Ella: “He used to say that none of his siblings ever encouraged him, but that it was okay, because we
were his family.”

There’s one thing everyone agrees on: Anyone who ever met Tzachi Gozali will never forget him.
Even now, years after leaving the organization and starting new chapters in their lives, most
dropouts are afraid to talk. Most have changed their phone numbers and moved to new addresses.
Some even left the country.

Gozali himself declined to personally respond to the charges made in the article and refused all offers
to meet. He referred Haaretz to his attorney, but a response eventually came from Tami Ulman, one

of the country’s leading criminal attorneys (see box at end of story).

‘Now it sounds crazy’



New recruits very quickly discover that the road to becoming a millionaire is not paved with good
intentions, and to become full-fledged members of Gozali’s team, they need to do a little more than
just sell vitamins and diet shakes. Testimonies from former members show that as part of the
coaching plan for quick success that Gozali developed, they are forced to disconnect completely from
the outside world. They are persistently and systematically incited against families and friends.

At the same time, they are forbidden to maintain ties with other members in the organization. Gozali
does not suffice just with warnings: He has also established mechanisms for oversight, enforcement
and punishment that come in the form of weekly meetings and marketing seminars.

“They tell you, ‘If your friends don’t come into Herbalife, they’re not really your friends. Stay away
from them,” says Meital. “They tell you that because your parents didn’t succeed themselves, they’re
afraid that you will succeed. And then you start to hate your parents and the people around you.
After that, they start to inculcate other lines, like: This organization is your only true family. But the
amazing thing is that you're forbidden to talk to each other. It’s forbidden to form social ties. If you
want to talk to someone, you can only go to someone who’s above you. So then you end up
disconnected on the inside, too. They teach you that Tzachi is the only one who can help you in life —
romantically, financially, in business. In every way. If you don’t listen to him, you shouldn’t be here.
This is your father in this organization.”

“There was no one to talk to there,” Michal adds. “You’re not allowed to talk to anyone. You don’t
have anyone’s phone number.”

Houw is that possible? Say we met in the organization and hit it off, and I want to go out for coffee
with you — who’s going to stop me?

Michal: “They’ll ambush you. There are spies everywhere who are part of the organization. If they see
you talking with someone, the report will get to where it needs to get to. If you sat next to someone at
the parties they throw, or danced with someone — they pass on the reports. The isolation is terrible.
They teach you how much your family doesn’t have your interests at heart, how they’re against you,
and that only the people here are good for you.”

“I was in a state where if anyone said one word against Tzachi, they’d better watch out,” says Tamar.
“At meetings they badmouthed my family; they said they were dumb and didn’t really care about me.
One day Liran said to me, ‘Tell your parents that if they love you they’ll come [to the organization].’ I
told them, in those words. And they came. I was torn. On the one hand, I had to bring people; on the
other, if my father were to invest NIS 18,000 right now, in his condition, I would die. You see the
frustration? I bring my parents, I bring my sister, I recite to them the words that I learned, but I'm
scared to death that they’ll really go ahead and do it.”

You're very pretty. Were your looks a factor? Was that a subject of interest?



“Tzachi would say once in a while, ‘You're making problems for me.” Because relationships within the
organization were forbidden.”

What does that mean exactly — forbidden? Explain it.

“Forbidden. There are people in the organization who know everything. I don’t know how. I had
girlfriends whom I was secretly in touch with. When my friend Na’ama and I would meet, we’d go to
the beach and be scared to death that they’d see us together. Ella and I became close, too. She was a
level above me, so at first they liked that. They thought she would teach me things. Then they
decided that it wasn’t right. One day my tutor tells me, ‘You will not approach Ella or talk to her
anymore.’ I asked why and was told, ‘You don’t ask why.” And that was it. I didn’t talk to Ella
anymore.”

Because you were afraid?
“Yes.”
Loyal subjects

How could the head of the organization possibly know everything about all of its members, who
come from different parts of the country, and basically, only meet in the context of the weekly
seminars and marketing courses?

Tomer: “It’s very simple. The idea is first of all to create a very, very small group of loyal people. Six
or seven people, out of whom two or three are his [Gozali’s] confidants. Through this group he forms
subgroups, because each of these people has a group of people below him in the organization. And
then each one of the people in the organization is obligated to report to the one above him if he sees
someone else doing something. Doesn’t matter what. Peeing in the bathroom? He reports it. Sitting
in a cafe? He reports it.”

But they can’t be everywhere all the time.

“They see everything. Say I was walking down the street and I saw you sitting at a cafe with someone
I don’t recognize. I immediately report it to the person above me. An investigation starts. You get a
phone call from Tzachi. ‘What are you doing? Why are you not working? Whom are you sitting with?
Is it a business meeting? Did you sell him something?’ And now, if, heaven forbid, you tell him that
you're in Haifa, but whoever saw you said he saw you in Tel Aviv — it’s the end for you.”

Confession and humiliation

The weekly meetings where Gozali is supposed to teach members the incredible sales methods that
made him a millionaire become rituals of confession and humiliation.



“The higher up you get, the harsher the humiliation,” says Tomer. “Every week, at the meeting, they
take someone and make him stand up in front of everyone. ‘Did you put on a little weight? Now go up
on stage and lift up your shirt so everyone can see your paunch.’ ‘Did someone say that she lost a few
kilos? Fine, let her get up on the scale now, in front of everyone.” And if it turns out she didn’t
actually lose weight, then she’s really in for it. Girls get abuse for how they’re dressed: ‘How can you
dress like such a slob around me?’ Or, ‘Look how you’re dressed, you slut.’ I was shell-shocked in the
army: now, in certain situations I can’t fully control my bladder. I once told him that, in a very
private conversation. He told everyone!”

“He would say to me, ‘I ordered you NIS 9,000 worth of products,” Ella explains. “I'd tell him I
didn’t need it. He’d say, ‘Okay, fine’ — and then abuse me at meetings. Everyone was afraid of him.
Terrified. These meetings were pure humiliation. One time we were at an event and I dared to
remark that somebody I met looked good. You know what they did to me? For an entire meeting they
shouted at me that I was a whore and how dare I say some man looks good, a man who isn’t Tzachi.”

The fear and loneliness leave their mark. The external oversight mechanisms are internalized. The
need to please Gozali becomes primal. It dictates the mood of the organization members.

Ella: “It’s all about pleasing Tzachi. If he’s happy, I'm happy. If he’s not happy, I'm in a terrible state
of anxiety, afraid that he’ll know the truth. That he’ll know, let’s say, that now I'm goofing off and not
working. Or that I'm friends with other girls in the organization. Or just that I go out, that I drink.”

And how do you feel while you are doing those things?
“I hear him inside my head all the time. Talking to me. All the time.”

Gozali intervenes in every aspect of members’ lives. From their daily schedule to their appearance.
There is a dress code. With a special emphasis placed on weight. Girls are given a clear target: Get
down to a size 34 or you won't be able to succeed. Dalit joined the organization when she had a bit of
a weight problem. Within months, she’d lost 26 kilograms. “I got myself into a state of malnutrition,”
she says. “I starved myself. I lived on 500 calories a day. I wanted to please him.”

“You become a puppet on a string,” another woman notes. “You have no opinion on anything. Not
even what to wear. [They say] “‘What’s with those earrings? Take them off. What's that nail polish?
Take it off.” Colorful nail polish is banned because that’s for whores. It’s forbidden to open a
Facebook account. It’s forbidden to go to a pub. At meetings they explain how only whores and
rapists go to pubs. People go there to do drugs and have orgies. You're not allowed to go to the gym.
That’s for whores.”

“During the first year, you're in this real state of euphoria, and then your mental situation starts to
deteriorate. You start to fear the next day,” says Meital. “Because every time you come back from a
seminar, you're infused with this energy — you say, ‘Okay, now I'm about to make it big,” and then
you find that it’s not that way at all. And then you really start to be afraid, and all the things he says —



‘If you don’t listen to me, you won’t succeed’; ‘If you don’t drink five [Herbalife] shakes a day, you
won’t succeed.’ You hear that 24/7. Wouldn't you believe it already? You feel like there’s something
wrong with you, and you're getting all these negative thoughts and you're scared. You're scared that
Tzachi will read your thoughts.”

The abstinence stage

Isolated, frightened, almost buckling under the pressure, many girls start to lose a grip on reality.
They are convinced Gozali can read their thoughts. Once confronted with the next prohibition — not
being allowed to have sex — they accept it in the most natural way. The more so because, in contrast
to the other prohibitions, this time Gozali offers a pure business rationale: If you have sex, he
explains to them, you will not have the energy for business.

The demand for abstinence “was something very basic in this group,” Meital says. “Tzachi knew at
once if someone could not abstain from sex. Don’t ask me how. He would look the girl in the eyes and
know that she had slept with someone the day before, or two days earlier, or half a year before.”

How can that be?

Meital: “I swear to you. He knew.”

He was able to look you in the eyes and say, “Meital, I see you had sex a week ago™?
“Yes.”

That doesn’t make sense.

“I can’t explain it. Maybe it’s because of the way he is presented. Whenever he’s introduced onstage
there’s a big promotion for ‘“Tzachi the Great.’ People say: ‘Beware of him, he reads minds.’ You see
the people who have been with him for four or five years, and he really does read their thoughts.
They are the dominant group, they earn a lot of money and are fanatic about him. And then you
yourself start to be afraid: He knows what you're thinking, he knows that I just thought something
bad about him, or he knows that I wasn'’t listening to him, or that I didn’t abstain from sex.

“Riki, his assistant, is his biggest lackey,” Meital continues. “He sent her to make sure the girls did
not have sex. It’s not a secret — he says so onstage. He can stand on the stage and call someone a
whore, in front of everyone, only because he found out she went out with someone the night before.”

The next stage follows naturally. After forbidding the girls to maintain romantic relations either
inside or outside the group, and forcing them to renounce sex, Gozali chooses to fill that void in their
lives himself.



Ella: “He separated me from my partner Aviv. He sent him to the Caribbean, to work. I begged him
to let me go, too. I saved up money. He refused. I was shattered by the separation. I cried all day. One
day, Tzachi said to me: ‘Listen, I see you are in a funk, let’s go for breakfast.” Well, when you are
starting out in a big organization like this and he, the guru, invites you for breakfast — you feel you
are in a dream. We went for that bloody breakfast, which changed my life.”

What happened?

“We got to Herzliya, and he said: ‘Let’s go for a drive.” He took me to the Daniel hotel. I had never
been in a such a posh place. I find myself with him in a room. The whole room is mirrors. He says:
‘This is where all the rich people bring their mistresses.”

Didn’t you ask him why he brought you to the hotel?
“There were questions you were not allowed to ask.”
What happened in the room?

“He undresses and starts to touch himself. [He says] ‘Tell me what you feel like doing, touch me.’
That was the beginning of four years of hell.”

He never tried before that?

“One day, after I'd been in the organization for around half a year, he took me to the bathroom with
another girl. He tells me to undress. He wants to see my breasts. I say, ‘What?’ He says: ‘Undress,
because my wife is getting radiation and I want to see if the same thing will happen, if the result will
be the same.” Now this is Tzachi, you can’t say no. ‘I want to see the work they did on you, maybe I'll
take her to your plastic surgeon.’

“That day,” she continues, “I had a talk with Tzachi. I wasn’t in touch with my father at the time.
Tzachi exploits girls who have a particular deficiency. When I started to cry about my father and told
him I hadn’t been in touch with him for 10 years, and how happy I was to have met him [Tzachi] — he
suddenly starts kissing me. ‘What are you doing?’ I said, and he says, ‘Sorry, sorry.’ I told him, ‘It’s all
right.” Because, you know, you have great respect for him.”

You felt you had caught him in a vulnerable place.

“Yes. He told me about his wife, who was undergoing radiation treatment ... He has no boundaries.
He would say that as a boy he could masturbate 15 times a day. One day he told me, ‘You don’t know
how to have sex.” He brought a woman from the organization, undressed her and slept with her in
front of me. He told me, ‘That’s how it’s done.” Then he slept with me. I was a girl of 24. I was
shocked.”



And all this time you went on working in the organization?

“I went up the ranks of the organization. After becoming a supervisor, there is a higher and bloodier
rank called ‘World Team.”

Which gives you what?

“For me it was just an opening to more serious abuse. You need to show total sales of $10,000 in one
month. Or to recruit three supervisors. I recruited two and made up the rest with another loan, of
course — this one for NIS 8,000. I already had a prior loan of NIS 17,000, but I was in the World
Team. Tzachi let me speak on the stage. Liran shook my hand. And then came a trip to the World
Team school, in Lisbon. I was in shock when I got back.”

Why?

“Because he came to my room every day. I can’t even call it sleeping with me. He just showed up,
entered, came and left. And if I wasn’t in the room, or didn’t let him have his way, there was big
trouble. I kept telling him, ‘You are married, I can’t do things like this, I wasn’t brought up like this.”™

How did you deal with what was happening to you?

“I scratched myself until I bled. I showered with boiling water. I wept bitterly. I looked in the mirror
and said, ‘You are ugly, miserable, you have nothing to live for.” I would cry until I passed out. I
pounded my head on the wall for hours. You don’t really sleep. He would say to me, ‘T hate you for
being so smart. If anyone will overthrow me one day, it will be you.””

Did you know about the other women?

“One day we had a seminar in a hotel. I saw a woman disappearing with him and returning without
lipstick. I said to him, ‘Is it true that you did it with her, too?’ He said, ‘I'm wild about my jealous
girl.’ I said, ‘What did you do to her?’ He replied, ‘Shut your mouth, you whore.’

“He knew I knew what was happening to those girls who suddenly disappeared with him. I can’t
explain the look on the faces of the girls after they got back from the trip with him. Like they didn’t
have a muscle in their face. It was the same with me. People who knew me thought I had gone crazy.
They wanted to know what happened to Ella and her joie de vivre. The real Ella. He made me hate
the whole world except for him.”

How long did this go on?

“Five years.”

Including the sexual relationship?



“I was smart about that. I was always with people. I didn’t let him get to me when I was alone. But
there were situations when I had no choice. Lisbon was a catastrophe. Then there was another event
abroad, in Barcelona.

“In Barcelona they wouldn’t let us go sightseeing, only poked into our souls. They told Michal that
she wasn'’t doing well in the business because she never stopped thinking about sex. How could she
not think like that after what she went through with him?”

And for part of the time you also had a boyfriend in the organization, right?

“That meant more fear, more concealment. I didn’t invite people over. I was afraid they would see we
were living together.”

Lots of pressure then: the business, Tzachi, the concealment.

“There was also pressure because of my partner, who didn’t do well in the business. So I financed
him, too. I was working for two; having sex with two. It's madness. Do you know what it is when you
have been seeing someone for three-and-a-half years, and he is in the organization, and you say to
him, ‘If you see me disappearing, come and save me’? Do you know what it’s like when your partner
knows someone else is having sex with you and can’t do anything about it? He is a dishrag, just like
you, because if he were a man he would kill him.”

He knew all along?

“Knew, and said nothing.”

‘No way to say no’

Tamar: “In the first two months I didn’t exchange a word with [Tzachi]. Then, one day, he spoke with
me at a seminar. It was a good conversation. He asked questions about me. I told him. Then he
announced he’ll become my tutor. I was like, ‘Wow, great! Tzachi is tutoring me.’

“We arranged to meet in Ceasarea,” she recalls. “In the evening. In a restaurant. We spent maybe
three hours there, the time just flew by. He kept saying things like, ‘If we kiss, what will happen?’
And I was just an innocent, a girl of 21.”

Were you flattered?

“Obviously.”

Were you afraid?



“Yes, of course. Like, now I'm going to say no to him? Little me — I am going to say no to him?
Because you see all the admiration. Everyone was always talking ‘“Tzachi, Tzachi, Tzachi.” Somehow
that seeps into your head. You also start saying, “Tzachi, Tzachi, Tzachi.”

What happened next?

“One day, at a seminar, he drove to some grove in Pardes Hanna. The seminars were in [nearby]
Binyamina. He undressed — in a second. So, what’s the problem? Because it’s like, supposedly, with
your consent. Like, if you were to ask me now, then no way. But then, what will you say — no? He
undresses and tells me to do all kinds of things to him. Like, he doesn’t force me in the sense that he
grabs my head and makes me, but there is no way to say no to him. You have to understand that from
our point of view he is a leader. A spiritual leader. Will you say no to your leader?”

Does he say, “This is a secret, just between us”?

“He doesn’t have to. Sometimes he throws out something like, ‘If I didn’t trust you, I wouldn’t do
these things with you.” But he didn’t have to say.”

How long did it go on?
“Half a year intensively, then half a year on and off. After that I left.”
Creative solutions

All along, the members of the organization are subjected to powerful economic pressure. Most are
unable to make a living from the business or meet their assigned sales targets. Gozali’s solution:
more courses they have to pay for; more money to be invested; more loans from the bank or from
parents. The debts start to pile up.

“You take out a bank loan, let’s say NIS 20,000, at 7 or 8 percent interest,” Tomer explains. “You
have bought products for NIS 16,000, after being told that you can sell them for NIS 32,000. What’s
the problem? You only need three people a month. What'’s three people a month? Don’t you have
some fat friend? You’'ll pay back the loan in a jiff and come out with a profit of NIS 10,000.”

The social pressure also plays a part here.

“Of course. You're in a supervisors’ meeting. One guy says, ‘I made NIS 30,000. I put ads in the
paper, I put up signs, I made the money.’ So he has that money to invest. You don’t. So take out
loans. Bring your army discharge grant, take money from your parents. The pressure makes you feel
terribly uncomfortable. How can it be that he took in NIS 30,000 and I didn’t make one shekel? How
could that 19-year-old kid make NIS 15,000 and I didn’t make anything? Well, it’s all nonsense, of
course. At best he made NIS 250. But you don’t know that.”



And you're stressed.

“Absolutely. You go to Tzachi. You say, ‘Please teach me how to do it.” He says: ‘Look, when I started
I had no money. I had a jalopy of a car. I would take a loan from the bank and invest it in advertising
straightaway. That’s how I made money.” Well, Tzachi is the guru. If that’s what he did, and I follow
suit, I will be a millionaire, too. People are under pressure. Economic distress. Very strong social
pressure. It’s like this is the last rope that’s left to pull them out of their plight. They don’t
understand they are sinking deeper.”

Tamar: “First of all, they hide information. For example, I didn’t know that I had to renew
‘supervisor’ status every year. At the end of the year they start pressuring you. [Renewal entails
another payment of NIS 17,000.] Liran calls me while I'm in the bank and being told I had better do
something about the state of my account. He says: ‘You have a week to come up with a solution.’

“I take loans. Lie. I say I need the money for school. The whole time I am pressured to buy more and
more products. Every seminar costs NIS 200. That’s NIS 200 a week and you have no income. And
you have to show up. Anyone who doesn’t show up is under scrutiny right away. You're scared.
Pressure makes you do things.

“I remember I recruited a distributor. A lovely guy, Ethiopian, from Tirat Hacarmel, with so-so
Hebrew. I was sent to his home to talk to his parents and put on a show for him. I came dressed to
the nines and put on a show for him and his parents, and I took money from them for the products.
You see this tiny home, seven children living in a matchbox. My tutor praised me. He said I was
doing the right thing.”

Na’ama: “You commit yourself to all kinds of things. You're made to feel like, here, do this now and it
will be your route to success, or you’ll blow it. You just have to do it. You end up under obligation to
the credit companies and paying unbelievable commissions, even if you make maybe one sale a
month.”

To maximize the commissions they get from Herbalife, the distributors have to accumulate a quota
of volume points — that is, to demonstrate a certain amount of sales, according to their rank. Gozali
used to inflate his sales turnover with creative methods.

For example, he bought distributors’ kits and sold them himself to new recruits, even though it was
not he who recruited them. So he pocketed the commissions and also met his optimal monthly sales
target.

The creativity spilled over into pricing. According to the testimonies, Gozali sold the kits at a markup
of 30 percent over their true price. “A kit like that costs NIS 850 today,” Tomer says, “but he sold
them for NIS 750 eight years ago.”

Mired in debt



The same big money that lures young women into the organization is the reason they eventually
leave. They manage to cope with the fear, the loneliness, the frustration, even with the sexual
exploitation. What finally gets them is the economic pressure. By the time they muster the courage to
get out, they are mired in debt.

Na’ama says she ran up debts of NIS 70,000. “I am still working to repay them,” she adds. “I reached
a point where I had 30 agorot in my purse, after using all the resources I could find. I can’t explain
his impact.

“You understand that you are doing something irrational, that you have debts of NIS 40,000 and are
taking another loan of NIS 27,000. But you do it. You isolate yourself from the outside. You feel that
your family is against you, that your friends are against you. The pressure was so great. I reached a
state of totally hallucinatory physical illness. My body would just become bloated with pressure.”

Which only increased.

“Yes. From week to week you have to arrive with proof. Did you sell? Did you lose weight? I was 24
and had three bank accounts. I told him: “Tzachi, I have no money.’ He said, ‘You’'ll get by, I'm
counting on you.” He is a guy with insane charisma. I have no doubt he is aware of his power and of
what he is doing. He has an incredible power to influence people. Just think, 150 people in the hall
are cheering and applauding him.”

Tamar: “You don’t do well in the business and you want out, but you can’t get out, because you are in
a type of mental prison. You are made to understand that if you don’t make it here, you won’t make it
anywhere. You will be a cipher in this life. And this is the only place where they know how to live
right; only Tzachi will make sure you take the right road. Anyone who doesn’t want to come here is a
retard. Anyone who leaves is a nothing. And you're afraid of that, too. What, when I leave will I get
that kind of verbal abuse too? I have no money. I take money from my sister. I babysit. And every
week I come to the seminar and spend NIS 200, and I don’t succeed and I am frustrated.”

Adds Na’ama, “There was a stage when I simply had no money for the seminar. I told my tutor, ‘I
don’t have the money for it, I don’t have money for gas.” I started coming sporadically.”

‘Scared to death’
Weren't you afraid to leave?

Na’ama: “I was scared to death. So I made sure to settle it with him as neatly as possible. I called and
told him I have to work out a few things with myself, so I won’t be coming to the seminars.”

Meital: “Most of Tzachi’s seminars were about people who had left Herbalife. He always said, ‘When
you leave here you will badmouth me. You will say that Tzachi is a son of a bitch. I'll show you. You
don’t mess with me. You are here by choice. I did not put a gun to your head. You gave the money by



your choice. Whoever doesn’t listen to me will not succeed. But you have to know that if you leave
here and badmouth me, I will come to you at night and threaten you, and I will get to your family,

too, and I will pursue you for your whole life.
Then how did you dare leave?

“I didn’t. There was a stage at which Tzachi said, ‘People are sitting here who are not succeeding, and
I am excluding them from the business.” He had Liran call me and tell I needn’t bother coming to the
seminar until I made a certain amount of money. That was it. Then came all the suits and debtors. I
had debts in four banks and I no longer had a choice. I went to work in a restaurant to cover my
debts. In the first year he still called, to ask where I was.”

Ella relates that she also left in dire straits. “I was scared to death to leave. But I told myself; either
that or I commit suicide or hospitalize myself in a mental institution. I couldn’t cope with so much
crap anymore.”

How did it happen?

“He let me teach a two-day program in a hotel in Tiberias. I had NIS 20,000 in my pocket. He told
me he had ordered some merchandise for me. I said I didn’t need it, and he said: ‘T know you will do
it, I am counting on you.’ I told him that my whole house was filled with merchandise. He didn’t
leave me alone for the whole seminar until I cracked and gave him NIS 9,000. I remember coming
off the stage and saying to myself, ‘Ella, you will never come here again. This is it.” And it was.”

Weren't you afraid?

“No. I was already past that. Because everything had hurt me, nothing hurt me anymore.” As Ella
tells me her story in a cafe, her eyes continually dart about. She maintains surveillance, scans the
passersby. “It’s a habit by now,” she sighs, “I'm always watching to see if they're after me.”

Did he threaten you?

“He would tell me, ‘Don’t mess with me.’ On the stage he would scream, ‘Show me a son of a bitch
who can mess with me.’ [He’d say] ‘Be careful, Ella, you have a big mouth, you don’t know who I am.
I will come to your home.’ I was very scared.”

Of what? Of him? Of the business failure?

“With me he created a sense of dependency. You come to believe that without him you are not worth
anything in life. That you will never find a job. You lose the taste of life. You are a robot. I really
wanted to like the business, but he wouldn’t allow that. He let you like only what he wanted you to
like in the business.”



What did he want you to like?

“Recruiting. I brought a girlfriend. Suddenly she disappeared, she didn’t want to come. I said to him,
‘You messed with her, didn’t you?’ He said, “‘When will you bring her, so we can have an orgy?””

Why didn’t you go to the police?

“I am afraid to go through it all again. Also, my mother made me swear I wouldn’t go to the police.
She told me, ‘Your future is ahead of you, it will stain your reputation, you still have to meet men.’
What men?! I don’t have any. I can’t sleep. I don’t have a relationship, I don’t trust them. I can’t bear
the thought of being touched by a man.

“After I left the organization, I just lay in bed for a month and a half. My weight shrank to 42 kilos.
Slowly you return to life. Get to know a sense of enjoyment ... You go to the beach. Four years I
wasn’t at the beach, because if I had worn a bathing suit I would be in big trouble.”

Tamar: “With my partner now, I am realizing all kinds of things that changed in me. All kinds of
inner scars. I was a super-assertive person, and suddenly I became so unassertive. In fact, it was
really hard for me to meet men. I don’t trust men, I am suspicious of all of them. After I left the
organization I was sure that everyone who came over and talked to me was one of their collaborators.
[Gozali] has to be stopped. He is doing it to more marvelous, innocent people.”

Responses

Attorney Tami Ulman, on behalf of Tzachi Gozali: “Tzachi Gozali totally denies what appears above.
He reserves the right to sue for libel anyone who damages his reputation.”

A spokesperson for Herbalife: “The distributors of Herbalife are self-employed businesspeople and
are not employed by the company. We teach and promote activity at the ethical level and at the
highest level of integrity of business management. The company operates according to clear rules of
consumer protection. These rules include a policy of unconditional return of products within 30 days
of their purchase date. In addition, the distributors themselves are entitled to a policy of returning
goods within 12 months of their purchase.

“If anyone has an issue to take up with someone, he is invited to make this known to the company,
and we will do our best to provide an appropriate response to his needs.”

Liran Kettler stated: “Write that I do not want to comment.”



From: Greisman, Lois C.

Sent: Tuesday, March 19, 2013 6:07 PM
To: Vaca, Monica E.; Vander Nat, Peter J.; Todaro, Christine; Ammerman, Janet
Subject: FW: HLF

From: Holley, Steven L. [mailto:HolleyS@sullcrom.com]
Sent: Tuesday, March 19, 2013 12:08 PM

To: Greisman, Lois C.

Subject: HLF

Hi Lois —

You probably are aware of Matt Stewart’s postings about Herbalife on the Seeking Alpha
website, but this one posted yesterday morning struck me as particularly lucid. The guy could
use a good editor because he tends to repeat himself, but his analysis of the situation faced by
new Herbalife distributors, from a commonsense perspective, is quite compelling.

Regards,
Steve

Steven L. Holley | Sullivan & Cromwell LLP
125 Broad Street, New York, NY 10004-2498

& (212) 558-4737 |2 (212) 291-9074

4 holleys@sullcrom.com

Herbalife: 5 Common Sense Arguments
Mar 18 2013, 08:06 by: Matt Stewart
Seeking Alpha

| have written numerous articles arguing that Herbalife (HLF) is a pyramid scheme.
Many Seeking Alpha contributors have tried to analyze the data to either confirm
or deny the idea that Herbalife is either a legitimate or an illegitimate business.
Analysts have poured through court cases, financial models, etc. Sometimes the
shortest distance between two points is common sense.

In this article, | would like to summarize my thesis and try to use basic common
sense to articulate concisely why my analysis leads me to conclude that Herbalife



is engaged in a pyramid scheme which is a form of "business opportunity" fraud.
The answer lies in the way it misleads its distributors.

To begin, | think it is important to understand what business Herbalife is in, what
its value proposition is, what its brand promise is.

Taken from the company's latest 10k, Herbalife states:

We are a global nutrition company founded in 1980 that sells
weight management, healthy meals and snacks, sports and
fitness, energy and targeted nutritional products as well as
personal care products. Herbalife distributes and sells its products
through a network of independent distributors, using the direct
selling channel. As of December 31, 2012, we sold our products in
88 countries to and through a network of approximately 3.2
million independent distributors.

In my own words, Herbalife is a product company that rents its salesforce by
recruiting independent entrepreneurs to sell product and then compensates them
accordingly. In order for Herbalife to successfully recruit individual entrepreneurs
to distribute product, the company must table and present a legitimate "business
opportunity" to participants. Alternatively, the company must mislead recruits in
order to secure their services.

| would like to argue that the question of whether or not Herbalife is a scheme or
not boils down to the answers to these simple questions.

Does Herbalife need to deceive its new recruits to acquire their services or not? If
a potential recruit was fully informed, would they sign-up? If a participant signs-
up to pursue the Herbalife retail "business opportunity" can that individual make
money or not?

Q. What does legitimate success look like?
Legitimate success in the context of a Herbalife distributorship is the ability to

purchase products for a wholesale price, mark them up, and resell them for a
retail profit to ultimate users of the product. This is the legitimacy that must be



produced for the business to pass the Koscot test. William Keep and Peter Van
Der Nat have tried to look at the generic MLM compensation scheme in aggregate
to determine whether or not a given MLM company is a pyramid scheme. Bill
Ackman has attempted to apply the Van Der Nat/Keep model to Herbalife. All of
this research has stimulated robust debate.

In this article | would like to advance the idea that there is a more straightforward
or direct way to conclude that Herbalife is a pyramid scheme. This direct way is to
look at the experience of the distributor at an individual level.

Q. What is the likely business outcome for a new recruit who joins Herbalife
today to pursue the retail "business opportunity"? | submit that if we can answer
this question fairly and honestly, we can tell if Herbalife is a pyramid scheme or
not.

The reason | am thoroughly convinced that Herbalife is a pyramid scheme is
because the company's pricing and compensation policies make it virtually
impossible for a Junior recruit to make any retail profit pursuing the "business
opportunity". In practice, Herbalife's policies promote an endless chain. Evidence
of market saturation is literally everywhere. As a result, the company is selling a
retail "business opportunity" to new recruits that simply doesn't exist and is
misleading new recruits to do so.

It is also my firm conclusion that a significant percentage of Herbalife's sales
volume is the direct result of Inventory Loading, the up-front purchases of
wholesale product made by new recruits to achieve advancement in the scheme.

In more aggressive language, the company recruits individuals to participate as
partners in its business, gets them to "buy-in" by ordering product. Then, the
company turns around and cuts these partners off at the knees with unfriendly
policies and procedures.

| would like to point to 5 specific things that Herbalife does that leads me to that
conclusion. These are 5 things that are directly in the company's control but serve
to directly undermine its business partners.



1) Geographic Saturation - Herbalife does not offer its distributors any territorial
protection, exclusivity nor territorial franchise rights whatsoever as it doles out
distributor rights seemingly to anybody with a heartbeat and $59 to spare.

Specifically, retail market viability is an irrelevance to the company as it expands
its distribution network ad nauseum. The company is unconcerned about the
ratio of retail customers to distributors and does nothing to prevent saturation
from occurring. This lack of control must inevitably lead to market saturation by
geography. This inevitably means that the last participants to join the distribution
network in a given territory are destined to lose money ceteris paribus.
Geographic saturation is inevitable. Retail customers will prove elusive.
Geographic saturation also makes Herbalife an endless chain.

Imagine, if you will, a McDonalds restaurant on all 4 corners of a busy
intersection. What would we say to the franchisee for such a business? Would we
say: "Boy, your business partners are treating you well!" or would we say "Boy,
your franchisor is hosing you!"

Common sense leads me to conclude that too much competition can only be
good for Herbalife and not the marginal recruit. The greater the number of
distributors the worse the economic prospects for those same distributors.

2) Price Discrimination - As if an endless supply of distributorships weren't
enough, Herbalife charges its new recruits 50% more for wholesale product than
it charges its Sales Leaders. This deliberate price discrimination is likely an illegal
anti-trust violation. Certainly, it encourages Inventory Loading. Certainly, it makes
it impossible for Junior recruits to compete with Sales Leaders for actual retail
customers in the end market. The actual retail price that real product transactions
occur at guarantees economic losses for a Junior distributor were that distributor
to retail at the same price. Herbalife's arguments that a new recruit can buy
product for 25% off and retail it for SRP are a fiction.

The company knows for a fact that its Sales Leaders buy wholesale product for
50% off. The company also knows its Sales Leaders sell product routinely to end-
users for 25% to 35% off. Yet still, the company misleads new recruits that
legitimate retail opportunity exists at full SRP and continues to market a retail
"business opportunity” to new recruits that doesn't really exist.



Common sense leads me to conclude that very little product may actually be sold
at full SRP at all because no rational customer would pay full SRP.

3) Channel Conflict - as if price discrimination wasn't bad enough, Herbalife now
tells us without apology that 73% of its distributors are simply "discount
customers" purchasing product directly from the company at prices 25% - 50%
off. This revelation is further evidence of market saturation. Instead of recruiting
distributors as participants of the scheme, supposedly Sales leaders are left to
recruit customers because no legitimate distributors are left to recruit. While this
disclosure seems to be related to the company's desire to pass the Koscot test,
the obvious implication of this unapologetic disclosure has to be: "Where on earth
is the retail "business opportunity" then?"

The recently disclosed fact that the company now sells directly to end users must
make it virtually impossible for anyone pursuing the "business opportunity" to
find retail customers willing to pay full price. How is a new recruit supposed to
compete against the company itself for retail sales if the company unabashedly is
engaged in direct selling and at a lower price point?

It is easy for the company to say: "No big deal. Distributors with no downline are
just customers", except for one thing. It's a huge deal! This revelation basically
confirms that there simply is no legitimate retail "business opportunity" at all for
a new distributor recruit trying to sell product at full SRP.

Common sense tells me that channel conflict can't be good for those chasing the
"business opportunity".

4) Tariffs and Taxes- as if Direct Selling wasn't bad enough, Herbalife also imposes
additional tariffs and duties that elevates the COGS for participants by 10% or
more. This practice also makes the retail business unviable for a new recruit.

Common sense tells me the higher the cost of the product, the more difficult it
would be to retail.

5) Misrepresentations - Most if not all of the marketing materials produced by the
company and its distributors likely mislead potential participants as to their real
probabilities of success in pursuit of the "business opportunity". Specifically, the
company fails to disclose how its endless recruiting policies, discriminatory pricing



policies and direct selling policies all conspire to undermine the new recruit's
chances of ever succeeding as a retailer. The company also does not include the
number of recruits who fail in its annual Statement of Average Gross
Compensation. In fact, the company's Statement of Average Gross Compensation
includes exactly zero information at all on how much money a distributor might
make as a retailer. Rather, the entire disclosure is focused on recruiting rewards
paid to upline participants.

Common sense tells me that if Herbalife gave its new recruits robust and
complete information on the retail "business opportunity"” including actual retail
profits earned and churn rates, most distributors would never sign-up at all.

To summarize, the reason | am convinced Herbalife is an endless chain is because
it seems obvious to me that the company is peddling a retail "business
opportunity" that simply doesn't exist for a new recruit. While it may be true that
an individual who was fortunate enough to get in early in the recruitment cycle
can make some money, this is not evidence that a "business opportunity"
misrepresentation does not exist. Nor is evidence of retail sales evidence that a
"business opportunity” misrepresentation does not exist.

| would argue that the endless and relentless chain of recruiting activity to the
inevitable point of market saturation is the common sense trump card that makes
Herbalife a pyramid scheme. One must look at the entire scheme and not just
select individuals to determine whether or not a pyramid scheme exists.

All evidence of actual business success in the business model accrues to
participants above the Supervisor level. All evidence of failure in the scheme is
directly connected to those at or below the Supervisor level. Specifically, the
participants who churn out or fail at the enterprise are the most Junior
participants year after year after year. Last year 1.5 million left, this year that
number is likely to be higher.

Longs like to argue that the company has lots of customers and that the company
moves lots of product and that there are lots of retail sales, etc.

My questions to each of you who advance that position are simply these:



What does any of this have to do with whether or not the company is a pyramid
scheme or not? What does any of this have to do with whether or not new
recruits can make any money? What does any of this have to do with whether or
not the company treats its distributors fairly and honestly or not?

Q. How does Herbalife treat its new recruits?

The answer to this question is the central evidence that this company is a pyramid
scheme. It is the central evidence of deception.

Herbalife is a pyramid scheme because as its business matures in each geography
it penetrates it ends-up deceiving its new recruits by promising them the
opportunity for success at a retail "business opportunity".

Then, the company immediately turns around and supports policies and
procedures that make it absolutely impossible for that success to be achieved
unless you happen to be lucky enough to have signed-up early in a geography or
unless you are a Sales Leader or higher in the scheme.

End markets obviously get saturated, the company imposes no limits on
saturation.

End retail prices obviously get discounted, the company imposes no limits on
price discounting nor reveals to new recruits the actual likelihood that they will be
able to sell product at SRP.

End users obviously get sold to directly, yet the company does nothing to prevent
channel conflict.

The evidence of market saturation is everywhere.

Herbalife's policies and procedures helped the company move $4 billion of
product last year by saturating 88 countries around the world. These policies and
procedures also likely victimized as many as 1.5 million distributors in the process
last year alone.

If I sign up today as a distributor, Herbalife's policies and procedures would
conspire to transfer economic value from me as a new recruit who would make



product purchases to finance inventory to participants up the line including
shareholders. Herbalife's policies and procedures basically guarantee that | will
lose as and when | go to retail product because there is no material mark-up to be
had. Herbalife's compensation policies and procedures meanwhile reward those
in the upline on my product purchases/Inventory Load whether | succeed or not
as a retailer.

Herbalife markets a retail "business opportunity" that no longer exists, not for the
last guy in, not for the late entrant, not for the marginal recruit.

Common sense analysis tells me that Herbalife is misleading its new recruits by
recruiting them into saturated end markets. The building blocks for the deception
are as obvious as the blue skies above:

« Aggressive and Relentless Recruiting

« Misrepresentations/Ommission of Key Details

« Geographic Saturation

« Wholesale Price Discrimination to encourage Inventory Loading
« Aggressive Discounting off SRP by Senior Participants

« Deliberate Direct Selling/Channel Conflict and

o An 85% plus churn rate

Or if you prefer, a "business opportunity" that simply doesn't exist for the
majority of the newest participants.

Common sense is the reason the FTC should intervene. Common sense is the
reason the SEC should shut the endless chain of recruitment down.

If you want to know why Herbalife is a pyramid scheme all you have to do is zero-
in on the obvious idea. All you have to do is reduce the argument to its simplest
and most granular level. How does the company treat its newest distributors, its
so-called business partners? 85% churn rates tell us the answer is "not well."
Most lose money.

If you were to become a distributor today, what would happen to you and your
money? Would you sign-up to retail Formula 1? What does common sense tell
you?



The answer will guide you quickly to conclude whether or not Herbalife is a
pyramid scheme (an endless chain) or not. Ackman has it right. The FTC and SEC
regulators will quickly see it too. Icahn will ultimately figure it out when he asks
the right question.

A pyramid scheme is a form of "business opportunity" misrepresentation. If you
are selling a retail "business opportunity"” to new recruits that doesn't really exist

how do you argue that your business model is legit?

What does common sense tell you?

This e-mail is sent by a law firm and ¢

ains information that may be privileged and confidential. If you are not the intended recipient, please
delete the e-mail and notify us immediately.




From: Greisman, Lois C.

Sent: Wednesday, March 27, 2013 3:46 PM

To: Ammerman, Janet; Todaro, Christine; Vaca, Monica E.; Vander Nat, Peter J.
Subject: FW: HLF

FYI

From: Holley, Steven L. [mailto:HolleyS@sullcrom.com]
Sent: Wednesday, March 27, 2013 3:11 PM

To: Greisman, Lois C.

Subject: HLF

Hi Lois —

| wanted to call your attention to an interesting article that was published today on a website
called The Verge. The article discusses in detail how lead generation businesses associated with
senior Herbalife distributors operate to the detriment of unwitting consumers.
http://www.theverge.com/2013/3/27/4099100/income-at-home-herbalife-scamworld-biz-opp
Pershing Square continues to believe that these lead generation businesses have operated for
many years with the full knowledge and at least tacit approval of Herbalife.

Regards,
Steve

Steven L. Holley | Sullivan & Cromwell LLP
125 Broad Street, New York, NY 10004-2498

& (212) 558-4737 |2 (212) 291-9074

>4 holleys@sullcrom.com

This e-mail is sent by a faw firm and contains information that may be privileged and confidential. If you are not the intended recipient, please
delete the e-mail and notify us immediately.
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BEIJING * HONG KONG * TOKYO

MELBOURNE « SYDNEY

October 1, 2013

Via FedEx

Lois C. Greisman, Esq.,
Associate Director, Division of Marketing Practices,
Federal Trade Commission — Bureau of Consumer Protection,
600 Pennsylvania Avenue, N.W.,
Washington, D.C. 20580.

Re: Herbalife

Dear Lois:

I write on behalf of our client Pershing Square Capital Management, L.P.
(“Pershing Square™) to bring to your attention the enclosed bankruptcy petition filed by
senior Herbalife distributor Michael Burton and his wife Michelle in the Eastern District
of Texas, Case No. 13-41669.

By way of background, Michael Burton is a member of Herbalife’s Senior
Executive President’s Team and part of the downline of Chairman’s Club member Dan
Waldron. I enclose a disc containing slides that detail some of the deceptive practices
engaged in by Burton and Herbalife’s complicity in those practices.'

Burton’s bankruptcy petition is interesting in several respects, including
the following:

e Burton, who tells potential recruits that he has made millions of
dollars with Herbalife and enjoys a lavish lifestyle, has assets of
$74,135.92 and liabilities in excess of $7.1 million.

! Sources for the materials featured in those slides are provided in the Comments field.



Lois C. Greisman, Esq. -2-

e Burton owes the Internal Revenue Service an enormous amount of
money, including $938,097 for the years 2004-2008, $63,410 for
2009, and an undetermined amount for the years 2010-2012.

e Burton owes exactly $500,000 to a total of ten individuals or
entities. These debts, which are all in the amounts of $25,000,
$50,000 or $100,000, are either not described at all in the
bankruptcy petition or are vaguely described as “Debt of Corporate
Affiliate.” Two of the creditors on these debts are based in the
Bahamas.

e Burton owes money not only to his own online recruiting
businesses (which are described in the enclosed slides), but also
owes money to other companies that we believe are involved in
selling leads and other business tools to Herbalife distributors,
including eHome Business Network (associated with Anthony
Powell) and On-Line Marketing Solutions/Centurion Media
(associated with Shawn Dahl).

e Burton owes a very large amount of money to courier services,
including $196,110 to FedEx, $405,311 to UPS and $288,000 to
Worldwide Express.

e Burton owes $1,472,203 to something called LG Technology and
$746,374 to something called Revshare, both of which are based at
the same address in Temecula, California.

Similar to John Beall, who recently went through personal bankruptcy
despite being a senior lieutenant under Anthony Powell, Burton professes in his videos to
be making millions of dollars through Herbalife while in fact incurring millions of dollars
of debt (much of which appears to be related to operating his Herbalife business.)

In short, Burton’s bankruptcy petition provides a number of interesting
angles for investigating the activities of senior Herbalife distributors, many of whom are
connected with one another in various ways and are likely to have the same issues as
Burton with the Internal Revenue Service and other creditors.

Yours sincerely,
Steven L. Holley

(Enclosures)
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Document  Page 1 of 3

BL(Official Form 1404/13)

United States Bankruptcy Court
Eastern District of Texas

Voluntary Petition

Name of Debtor (if individual, enter Last, First, Middle):
BURTON, MICHAEL TRACY

Name of Joint Debtor (Spouse) (Last, First, Middle):
BURTON, MICHELLE RENEE

All Other Names used by the Debtor in the last 8 years
(include married, maiden, and trade names):

All Other Names used by the Joint Debtor in the last 8 years
(include married, maiden, and trade names):

Last four digits of Soc. Sec. or Individual-Taxpayer [.D. (ITIN)/Complete
{if more than one, state all)

XXX-XxX-9379

EIN Last four digits of Soc. Sec. or Individual-Taxpayer [.D. (ITIN) No./Complete EIN
(if more than one, state all)

XXX-XX-7338

Street Address of Debtor (No. and Street, City, and State):
3804 Hidden Trail
Flower Mound, TX

Street Address of Joint Debtor (No. and Street, City, and State):
3804 Hidden Trail
Flower Mound, TX

ZIP Code ZIP Code
[75022 75022

County of Residence or of the Principal Place of Business:
Denton

County of Residence or of the Principal Place of Business:
Denton

Mailing Address of Debtor (if different from street address):

Mailing Address of Joint Debtor (if different from street address);

ZIP Code ZIP Code
Location of Principal Assets of Business Debtor
(if different from street address above):
Type of Debtor Nature of Business Chapter of Bankruptcy Code Under Which
{Form of Organization) (Check one box) (Check one box) the Petition is Filed (Check one box)
M Individual (includes Joint Debtors) [J Health Care Business ] Chapter 7
See £xhibu D on page 2 of this form. [0 Single Asset Real Estate as defined O Chapter 9 O Chapter 15 Petition for Recognition
D Curporalinn {includes LLC and LLP) D in 11| UdSC $ 101 (SIB] u Chapter 1 ofa Fgfeign Main Proceeding
i Railroa i o
O Partnership [0 Chapter 12 O Chapter 15 Petition for Recognition
[ Other (If debtor is not one of the above entities, 0 Stockbroker O ch 3 of a Foreign Nonmain Proceeding
check this box and state type of entity below.) O Commodity Broker apter |
[J Clearing Bank
Chapter 15 Debtors B Other N{’Cl;": of ':'Eb:’
¢ £ debtor’ P i Tax-Exempt Entity eck one Dox
susiry'of debtors cemier of malm Wibiesty (Check box, if applicable) [ Debts are primarily consumer debts, M Debts are primarily
Each country in which a foreign proceeding [0 Debtor is a tax-exempt organization Saflned-{n 1 ISR 6 10100 Unsioess dabity
by. regarding, or against debtor is pending: under Title 26 of the United States "incurred by & individual primarily for
Code (the Internal Revenue Code). a personal, family, or household purpose.”

Filing Fee (Check one box)
B Full Filing Fee attached

attach signed application for the court's consideration certifying that the
debtor is unable to pay fee except in installments. Rule 1006(b). See Official
Form 3A.

m] Filing Fee waiver requested (applicable to chapter 7 individuals only), Must
attach signed application for the court's consideration. See Official Form 3B.

Check one box: Chapter 11 Debtors

[0 Debtor is a small business debtor as defined in 11 U.S.C, § 101(51D).
[J Debtor is not a small business debtor as defined in 11 US.C. § 101(51D).

[0 Filing Fee to be paid in installments (applicable to individuals only). Must Check if:

O Debtor's aggregate noncontingent liquidated debts (excluding debts owed to insiders or affiliates)
are less than $2,490,925 (amount subject to adjustment on 4 01 16 and every three years thereafier).

Check all applicable boxes:
O a plan is being filed with this petition.
O Acceptances of the plan were solicited prepetition from one or more classes of creditors,
in accordance with 11 US.C. § 1126(b).

Statistical/Administrative Information
[0 Debtor estimates that funds will be available for distribution to unsecu

there will be no funds available for distribution to unsecured creditors.

M Debtor estimates that, after any exempt property is excluded and administrative expenses paid,

THIS SPACE IS FOR COURT USE ONLY
red creditors.

Estimated Number of Creditors
O a [ | O O ] O
I- 50- 100- 200- 1.000- 5,001- 10,0
49 99 199 999 5.000 10,000 25,0

O O O
01-  25001-  50,001-  OVER
00 50000 100,000 100,000

Estimated Assets

O [ | E | O ]
30 to $50,001 10 5100,001 to  $500,001 $1,000,001 510,000,001 350,000,001  $100,000,001 $500,000.001 More than
$50,000 $100,000 §500,000 to 81 to $I0 1o 550 to $100 to $500 to $1 billion %1 billicn
million million million million million
Estimated Liabilities
a a a 0 a
3010 350,001 to $100,001 1o $500.001 £1,000,001 £10,000,001 550,000,001 $100,000,001 $500,000,001 More than
£50,000 $100,000 $500,000 1o 31 1o $10 10 350 10 $100 to $500 10 %1 billien  $1 billion

million million million million million
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B1 (Official Form 1)04/13) Document Page 2 Df 3 Page 2
she Name of Debtor(s):
Voluntary Petition BURTON, MICHAEL TRACY

(This page must be completed and filed in every case)

BURTON, MICHELLE RENEE

All Prior Bankruptey Cases Filed Within Last 8 Years (If more than two, attach additional sheet)

Location Case Number: Date Filed:
Where Filed: - None -
Location Case Number: Date Filed:
Where Filed:
Pending Bankruptcy Case Filed by any Spouse, Partner, or Affiliate of this Debtor (If more than one, attach additional sheet)
Name of Debtor: Case Number: Date Filed:
- None -
District: Relationship: Judge:
Exhibit A Exhibit B
(To be completed if debtor is an individual whose debts are primarily consumer debts.)
(To be completed if debtor is required to file periodic reports (e.g., I, the attomey for the petitioner named in the foregoing petition, declare that |
forms 10K and 10Q) with the Securities and Exchange Commission have informed the petitioner that [he or she] may proceed under chapter 7, 11,
pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 12, or 13 of title 11, United States Code, and have explained the relief available
: : : - under each such chapter. | further centify that | delivered to the debtor the notice
and is requesting relief under chapter 11.) required by 11 U.S.C. §342(b).
[ Exhibit A is attached and made a part of this petition. X _/s/ JAMES P. MOON July 3,2013
Signature of Attorney for Debtor(s) (Date)

JAMES P. MOON 14316300

M No.

Exhibit C

Does the debtor own or have possession of any property that poses or is alleged to pose a threat of imminent and identifiable harm to public health or safety?

[ Yes, and Exhibit C is attached and made a part of this petition.

Exhibit D

(To be completed by every individual debtor. If a joint petition is filed, each spouse must complete and attach a separate Exhibit D.)
M Exhibit D completed and signed by the debtor is attached and made a part of this petition.

If this is a joint petition:
M Exhibit D also completed and signed by the joint debtor is attached and made a part of this petition.

m]

Information Regarding the Debtor - Venue
(Check any applicable box)
Debtor has been domiciled or has had a residence, principal place of business, or principal assets in this District for 180
days immediately preceding the date of this petition or for a longer part of such 180 days than in any other District.
There is a bankruptcy case concerning debtor's affiliate, general partner, or partnership pending in this District.

Debtor is a debtor in a foreign proceeding and has its principal place of business or principal assets in the United States in
this District, or has no principal place of business or assets in the United States but is a defendant in an action or
proceeding [in a federal or state court] in this District, or the interests of the parties will be served in regard to the relief

sought in this District.

Certification by a Debtor Who Resides as a Tenant of Residential Property
(Check all applicable boxes)

Landlord has a judgment against the debtor for possession of debtor's residence. (If box checked, complete the following.)

(Name of landlord that obtained judgment)

{Address of landlord)

Debtor claims that under applicable nonbankruptcy law, there are circumstances under which the debtor would be permitted to cure
the entire monetary default that gave rise to the judgment for possession, after the judgment for possession was entered, and
Debtor has included with this petition the deposit with the court of any rent that would become due during the 30-day period

after the filing of the petition.

Debtor certifies that he/she has served the Landlord with this certification. (11 U.S.C. § 362(1)).
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Entered 07/03/13 16:34:22 Desc Main

B1 (Official Form 1)(04/13) Document Page 3 of 3 Page 3
e Name of Debtor(s):
Voluntary Petition BURTON, MICHAEL TRACY
(This page must be completed and filed in every case) BURTON, MICHELLE RENEE
Signatures

Signature(s) of Debtor(s) (Individual/Joint)

I declare under penalty of perjury that the information provided in this
petition is true and correct.

[If petitioner is an individual whose debts are primarily consumer debts and
has chosen to file under chapter 7] [ am aware that | may proceed under
chapter 7, 11, 12, or 13 of title 11, United States Code, understand the relief
available under each such chapter, and choose to proceed under chapter 7.
[If no attomey represents me and no bankruptcy petition preparer signs the
petition] | have obtained and read the notice required by 11 U.S.C. §342(b).

| request relief in accordance with the chapter of title 11, United States Code,
specified in this petition.

X /s/ MICHAEL TRACY BURTON
Signature of Debtor MICHAEL TRACY BURTON

X /s/ MICHELLE RENEE BURTON
Signature of Joint Debtor MICHELLE RENEE BURTON

Telephone Number (If not represented by attorney)

July 3,2013
Date

Signature of a Foreign Representative

I declare under penalty of perjury that the information provided in this petition
is true and correct, that I am the foreign representative of a debtor in a foreign
proceeding, and that I am authorized to file this petition.

(Check only one box.)
[0 1 request relief in accordance with chapter 15 of title 11. United States Code.
Centified copies of the documents required by 11 U.S.C. §1515 are attached.

[J Pursuant to 11 US.C. §1511, I request relief in accordance with the chapter
of title 11 specified in this petition. A certified copy of the order granting
recognition of the foreign main proceeding is attached.

X

Signature of Foreign Representative

Printed Name of Foreign Representative

Date

Signature of Non-Attorney Bankruptey Petition Preparer

I declare under penalty of perjury that: (1) [ am a bankruptcy petition
preparer as defined in 11 US.C. § 110: (2) I prepared this document for

Signature of Attorney*

X _/s/ JAMES P. MOON
Signature of Attorney for Debtor(s)

JAMES P. MOON 14316300
Printed Name of Attorney for Debtor(s)

JAMES P. MOON PLLC
Firm Name

3102 Maple Ave.

Suite 200

Dallas, TX 75201

Address

Email: jpmplic@gmail.com
214-522-4900 Fax: 800-930-7112

Telephone Number

July 3,2013
Date

*In a case in which § 707(b)(4)(D) applies, this signature also constitutes a
certification that the attorney has no knowledge after an inquiry that the
information in the schedules is incorrect.

compensation and have provided the debtor with a copy of this document
and the notices and information required under 11 U.S.C. §§ 110(b),
110(h), and 342(b). and, (3) if rules or guidelines have been promulgated
pursuant to 11 U.S.C. § 110(h) setting a maximum fee for services
chargeable by bankruptcy petition preparers, | have given the debtor notice
of the maximum amount before preparing any document for filing for a
debtor or accepting any fee from the debtor, as required in that section.
Official Form 19 is attached.

Printed Name and title, if any, of Bankruptcy Petition Preparer

Social-Security number (If the bankrutpcy petition preparer is not
an individual. state the Social Security number of the officer,
principal, responsible person or partner of the bankruptey petition
preparer.)(Required by 11 U.S.C. § 110.)

Address

Date

Signature of Debtor (Corporation/Partnership)

I declare under penalty of perjury that the information provided in this
petition is true and correct, and that [ have been authorized to file this petition
on behalf of the debtor.

The debtor requests relief in accordance with the chapter of title 11, United
States Code, specified in this petition.

X

Signature of Authorized Individual

Printed Name of Authorized Individual

Title of Authorized Individual

Date

Signature of bankrupicy petition preparer or officer, principal, responsible
person,or partner whose Social Security number is provided above.

Names and Social-Security numbers of all other individuals who prepared or
assisted in preparing this document unless the bankruptcy petition preparer is
not an individual:

If more than one person prepared this document, attach additional sheets
conforming to the appropriate official form for each person.

A bankrupicy petition preparer's failure to comply with the provisions of
title 11 and the Federal Rules of Bankruptcy Procedure may result in
Jines or imprisonment or both. 11 US.C. §110; 18 US.C. §156.
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B6 Summary (Official Form 6 - Summary) (12/07)

United States Bankruptcy Court
Eastern District of Texas

In re MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7

MICHELLE RENEE BURTON

Debtors Chapter, 7

SUMMARY OF SCHEDULES

Indicate as to each schedule whether that schedule is attached and state the number of pages in each. Report the totals from Schedules A,
B.D. E, F. I, and I in the boxes provided. Add the amounts from Schedules A and B to determine the total amount of the debtor’s assets.
Add the amounts of all claims from Schedules D. E, and F to determine the total amount of the debtor’s liabilities. Individual debtors must

also complete the "Statistical Summary of Certain Liabilities and Related Data" if they file a case under chapter 7, 11, or 13.

NAME OF SCHEDULE ATTACHED | NO.OF ASSETS LIABILITIES OTHER
(YES/NO) SHEETS
A - Real Property Yes 1 0.00
B - Personal Property Yes 5 74,135.92
C - Property Claimed as Exempt Yes 2
D - Creditors Holding Secured Claims Yes 1 18,554.36
E - Creditors Holding Unsecured Yes 2 63,410.57
Priority Claims (Total of Claims on Schedule E)
F - Creditors Holding Unsecured Yes 25 7,065,928.62
Nonpriority Claims
G - Executory Contracts and Yes 1
Unexpired Leases
H - Codebtors Yes 1
I - Current Income of Individual Yes 1 13,000.00
Debtor(s)
J - Current Expenditures of Individual Yes 2 13,921.00
Debtor(s)
Total Number of Sheets of ALL Schedules 41
Total Assets 74,135.92
Total Liabilities 7,147,893.55

Software Copyright (c) 1996-2013 - Best Case, LLC - www besicase.com

Best Case Bankruplcy
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Form 6 - Statistical Summary (12/07)

United States Bankruptcy Court
Eastern District of Texas

Inre MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7
MICHELLE RENEE BURTON

Debtors Chapter, 7

STATISTICAL SUMMARY OF CERTAIN LIABILITIES AND RELATED DATA (28 U.S.C. § 159)

If you are an individual debtor whose debts are primarily consumer debts, as defined in § 101(8) of the Bankruptcy Code (11 U.S.C.§ 101(8)), filing
a case under chapter 7, 11 or 13, you must report all information requested below.

B Check this box if you are an individual debtor whose debts are NOT primarily consumer debts. You are not required to
report any information here.

This information is for statistical purposes only under 28 U.S.C. § 159.
Summarize the following types of liabilities, as reported in the Schedules, and total them.

Type of Liability Amount

Domestic Support Obligations (from Schedule E)

Taxes and Certain Other Debts Owed to Governmental Units
(from Schedule E)

Claims for Death or Personal Injury While Debtor Was Intoxicated
(from Schedule E) (whether disputed or undisputed)

Student Loan Obligations (from Schedule F)

Domestic Support, Separation Agreement, and Divorce Decree
Obligations Not Reported on Schedule E

Obligations to Pension or Profit-Sharing, and Other Similar Obligations
(from Schedule F)

TOTAL

State the following:

Average Income (from Schedule 1, Line 16)

Average Expenses (from Schedule J, Line 18)

Current Monthly Income (from Form 22A Line 12; OR,
Form 22B Line 11: OR, Form 22C Line 20 )

State the following:
1. Total from Schedule D, "UNSECURED PORTION, IF ANY"
column

2. Total from Schedule E, "AMOUNT ENTITLED TO PRIORITY" ]
column

3. Total from Schedule E, "AMOUNT NOT ENTITLED TO
PRIORITY, IF ANY" column

4. Total from Schedule F

5. Total of non-priority unsecured debt (sum of 1, 3, and 4)

Software Copyright (c) 1996-2013 - Best Case, LLC - www.beslcase.com Best Case Bankruptcy
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B6A (Official Form 6A) (12/07)

Inre MICHAEL TRACY BURTON, Case No. _13-41669-BTR-7

MICHELLE RENEE BURTON

Debtors
SCHEDULE A - REAL PROPERTY

Except as directed below, list all real property in which the debtor has any legal, equitable, or future interest, including all property owned as a
cotenant, community property, or in which the debtor has a life estate. Include any property in which the debtor holds rights and powers exercisable for
the debtor's own benefit. If the debtor is married, state whether husband. wife. both, or the marital community own the property by placing an "H," "W."
"J," or "C" in the column labeled "Husband. Wife, Joint. or Community." If the debtor holds no interest in real property, write "None” under
"Description and Location of Property."

Do not include interests in executory contracts and unexpired leases on this schedule. List them in Schedule G - Executory Contracts and
Unexpired Leases.

If an entity claims to have a lien or hold a secured interest in any property, state the amount of the secured claim. See Schedule D. If no entity
claims to hold a secured interest in the property, write "None" in the column labeled "Amount of Secured Claim." If the debtor is an individual or
if a joint petition is filed. state the amount of any exemption claimed in the property only in Schedule C - Property Claimed as Exempt.

Husband DCttl)n'erfn ?’a[uc of
e - Nature of Debtor’s Wife, ebtor’s Interost in Amount of
Description and Location of Property Interest in Property Joint.or o gﬁgﬁgyén‘;‘g’é’c“l}m d Secured Claim
Community Claim or Exemption
None
Sub-Total > 0.00 (Total of this page)
Total > 0.00

0 _ continuation sheets attached to the Schedule of Real Property Rsporealso o Suminis of Sehediitgs)

Software Copyright (c) 1996-2013 - Best Case, LLC - www bestcase.com Best Case Bankruptcy



Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main
Document Page 4 of 44

B6B (Official Form 6B) (12/07)

Inre MICHAEL TRACY BURTON, Case No._13-41669-BTR-7

MICHELLE RENEE BURTON

Debtors

SCHEDULE B - PERSONAL PROPERTY

Except as directed below, list all personal property of the debtor of whatever kind. If the debtor has no property in one or more of the categories, place
an "x" in the appropriate position in the column labeled "None." If additional space is needed in any category, attach a separate sheet properly identified
with the case name, case number, and the number of the category. If the debtor is married, state whether husband, wife, both, or the marital community
own the property by placing an "H." "W," "J.” or "C" in the column labeled "Husband, Wife, Joint, or Community." If the debtor is an individual or a joint
petition is filed. state the amount of any exemptions claimed only in Schedule C - Property Claimed as Exempt,

Do not list interests in executory contracts and unexpired leases on this schedule. List them in Schedule G - Executory Contracts and
Unexpired Leases.

If the property is being held for the debtor by someone else, state that person's name and address under "Description and Location of Property."
If the property is being held for a minor child, simply state the child's initials and the name and address of the child's parent or guardian, such as
"A.B., a minor child, by John Doe, guardian.” Do not disclose the child's name. See. 11 U.S.C. §112 and Fed. R. Bankr. P. 1007(m).

B‘ Huwsbrand, ik Cmirent Value of
e : ife, ebtor's Interest in Property,
Type of Property N Description and Location of Property Joint, or without Deducting aﬁy‘
E Community Secured Claim or Exemption
I. Cash on hand X
2. Checking, savings or other financial Checking Account H 14.92
accounts, certificates of deposit, or JPMorgan Chase Bank, N.A.
shares in banks, savings and loan, Account Ending 8370
thrift, building and loan, and
homestead associations, or credit Checking Account H 25.00
unions. brokerage houses, or JPMorgan Chase Bank, N.A.
cooperatives. Account Ending in 0628
Savings Account H 25.00
JPMorgan Chase Bank. N.A.
Account Ending in 6250
Checking Account w 15.00
JPMorgan Chase Bank. N.A.
Account Ending in 7672
Savings Account w 10.00
JPMorgan Chase Bank. N.A.
Account Ending in 8928
3. Security deposits with public Security Deposit - Bonnie Ansley c 3,000.00
utilities, telephone companies, Property: 3804 Hidden Trial, Flower Mound, Texas
landlords, and others. 75022
Security Deposit - Metro Works Realty (David Cc 1,795.00
Wright)
Property: 353 Hamilton, Lewisville TX 75067
4. Household goods and furnishings, Houshold Goods and Furnishings, Furniture, Etc. c 22,728.00
including audio, video, and (Detailed listing available upon request to Counsel
computer equipment. for Debtors)
5. Books, pictures and other art [See Items included and Values in ltem #4 above] c 0.00

objects, antiques, stamp, coin,
record, tape, compact disc, and
other collections or collectibles.

6. Wearing apparel. [See Items included and Values in Item #4 above] c 0.00

Sub-Total > 27,612.92
(Total of this page)

4__ continuation sheets attached to the Schedule of Personal Property

Software Copyright (c) 1996-2013 - Best Case, LLC - www bestcase.com Best Case Bankruptcy
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Document  Page 5 of 44
B6B (Official Form 6B) (12/07) - Cont.
In re MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7
MICHELLE RENEE BURTON
Debtors

SCHEDULE B - PERSONAL PROPERTY

(Continuation Sheet)

g Hus!:rand, i Current Value of
Type of Property N Description and Location of Property J\:iznf: o B \:gﬂzd?%?ﬁ étr:ni;r{;g;rty,
E Community Secured Claim or Exemption
7. Furs and jewelry. Jewelry c 4,000.00
8. Firearms and sports, photographic, Glock 9mm c 499.00
and other hobby equipment.
Smith-Wesson .357 Magnum C 549.00
9. Interests in insurance policies. Life Insurance Policy (Universal Life) H 0.00
Name insurance company of each Aviva Life and Annuity Company
policy and itemize surrender or Policy Number Ending in 9390
refund value of each. Face Amount: $2,000,000
(Policy has $17,873.87 Cash Value, but can't draw
without paying Surrender Value of $53,274.66)
United Life Insurance w 0.00
Insured: Michelle R. Burton
Policy No. ending in 9164
Face Amount: $750,000.00
(Policy has $7,950.46 Cash Value, but can't draw
without paying Surrender Value of $19,500.00)
10. Annuities. [temize and name each X
issuer.
1. Interests in an education IRA as X
defined in 26 U.S.C. § 530(b)(1) or
under a qualified State tuition plan
as defined in 26 U.S.C. § 529(b)(1).
Give particulars. (File separately the
record(s) of any such interest(s).
11 U.S.C. § 521(c).)
12. Interests in IRA, ERISA, Keogh, or X
other pension or profit sharing
plans. Give particulars.
13. Stock and interests in incorporated Jackson Bo Group, LLC - 100% Membership c Unknown
and unincorporated businesses. Interests
Itemnize. State of Entity Formation: Texas
Location: 3804 Hidden Trail, Flower Mound TX
75022
Privately Held; Non-Marketable Security
Tix Tat Properties, LLC - 40% Membership Interest Cc Unknown
State of Entity Formation: Texas
Location: 3804 Hidden Trail, Flower Mound TX
75022
Privately Held: Non-Marketable Security
Sub-Total > 5,048.00
(Total of this page)
Sheet _1 __of _4  continuation sheets attached

to the Schedule of Personal Property

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase. com Best Case Bankruptcy
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B6B (Official Form 6B) (12/07) - Cont.

In re MICHAEL TRACY BURTON, Case No._13-41669-BTR-7

MICHELLE RENEE BURTON

Debtors

SCHEDULE B - PERSONAL PROPERTY

(Continuation Sheet)

Husband,

Type of Property Description and Location of Property :
Joint. or

mZOoZ

Current Value of

Wife, Debtor's Interest in Property,

without Deducting any

Community Secured Claim or Exemption

Worldwide Nutrition Group, Inc. (Michael Burton) - H
80 Shares Common Stock

Location: 3804 Hidden Trail, Flower Mound TX

75022

Privately Held; Non-Marketable Security

Worldwide Nutrition Group, Inc. (Michelle Burton) - w
10 Shares Common Stock

Location: 353 Hamilton Street, Lewisville, Texas

75067

Privately Held; Non-Marketable Security

Factor Media Group, LLC H
34% Membership Interest

State of Formation: Texas

Privately Held; Non-Marketable Secuity

(Company has no business operations)

Merelle Holdings, Ltd. - 95% LP Interest H
State of Entity Formation: Texas

Location: 3804 Hidden Trail, Flower Mound TX

75022

Privately Held; Non-Marketable Security

Global Card Systems, LLC - 95% Membership H
Interests

State of Entity Formation: Texas

Location: 3804 Hidden Trail, Flower Mound TX

75022

Privately Held; Non-Marketable Security

Bombers Management Group, LLC - 95% H
Membership Interests

State of Entity Formation: Texas

Location: 3804 Hidden Trail, Flower Mound TX

75022

Privately Held; Non-Marketable Security

14. Interests in partnerships or joint X
ventures. Itemize.

15. Government and corporate bonds X
and other negotiable and
nonnegotiable instruments.

16. Accounts receivable. X

Unknown

Unknown

Unknown

0.00

2,500.00

Unknown

Sub-Total >
(Total of this page)

Sheet _2 of _4  continuation sheets attached

to the Schedule of Personal Property

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com

2,500.00

Best Case Bankruptcy
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B6B (Official Form 6B) (12/07) - Cont.

In re MICHAEL TRACY BURTON, Case No. _13-41669-BTR-7

MICHELLE RENEE BURTON

Debtors

SCHEDULE B - PERSONAL PROPERTY

(Continuation Sheet)

Husband, Current Value of
Type of Property Description and Location of Property J‘;\)’iﬁs o Deafggz J?tgge;;‘;gngr%;ny,

Community Secured Claim or Exemption

20.

21

22,

23.

24,

25.

Sheet

X | mZOozZ

Alimony, maintenance. support, and
property settlements to which the
debtor is or may be entitled. Give
particulars.

. Other liquidated debts owed to debtor X

including tax refunds. Give particulars.

Equitable or future interests, life X
estates, and rights or powers

exercisable for the benefit of the

debtor other than those listed in

Schedule A - Real Property.

Contingent and noncontingent X
interests in estate of a decedent,

death benefit plan, life insurance

policy, or trust.

Other contingent and unliquidated X
claims of every nature, including

tax refunds, counterclaims of the

debtor, and rights to setoff claims.

Give estimated value of each.

Patents, copyrights, and other X

intellectual property. Give

particulars.

Licenses, franchises, and other Herbalife Distributorship - Contingent Reversion H 0.00
general intangibles. Give Rights under Corporate Distributorship Agreement

particulars. and Shareholder Guaranty and Imdemnity, dated

February 29, 2012

[Distributorship, if reverted, constitutes Personal
Service Contract that is not assignable under 11
U.S.C, section 365(c)]

Customer lists or other compilations X
containing personally identifiable
information (as defined in 11 U.S.C.

§ 101(41A)) provided to the debtor

by individuals in connection with
obtaining a product or service from

the debtor primarily for personal,

family, or household purposes.

Automobiles, trucks, trailers, and 2012 BMW Sedan SUV Cc 38,000.00
other vehicles and accessories. Location: 3804 Hidden Trail, Flower Mound TX
75022
Sub-Total > 38,000.00

(Total of this page)

3 of _4  continuation sheets attached

to the Schedule of Personal Property

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase com Best Case Bankruptcy
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B6B (Official Form 6B) (12/07) - Cont.

Inre MICHAEL TRACY BURTON, Case No._13-41669-BTR-7

MICHELLE RENEE BURTON

Debtors

SCHEDULE B - PERSONAL PROPERTY

(Continuation Sheet)

g Hl\.uﬁ%&nd, ik l(;u:irent Value};:nf
g i ife, 1 t t s
Type of Property N Description and Location of Property Toint or ehhout D Sﬂngrgﬁ‘)’,"y
E Community Secured Claim or Exemption
Open Utility Trailer C 200.00
Closed Utility Trailer c 200.00
26. Boats, motors, and accessories. X
27. Aircraft and accessories. X
28. Office equipment, furnishings, and X
supplies.
29. Machinery, fixtures, equipment, and X
supplies used in business.
30. Inventory. X
31. Animals. 2 Toy Poodles C 575.00
Chocolate Lab
White Lab
Rotweiller
1 Cats
Pet Accessories
32. Crops - growing or harvested. Give X
particulars.
33. Farming equipment and X
implements,
34. Farm supplies, chemicals, and feed. X
35. Other personal property of any kind X
not already listed. Itemize.
Sub-Total > 975.00
(Total of this page)
Total > 74,135.92
Sheet _4 _of _4 _ continuation sheets attached
to the Schedule of Personal Property (Report also on Summary of Schedules)

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com Best Case Bankruptcy
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B6C (Official Form 6C) (4/13)

Inre MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7

MICHELLE RENEE BURTON

Debtors

SCHEDULE C - PROPERTY CLAIMED AS EXEMPT

Debtor claims the exemptions to which debtor is entitled under: O Check if debtor claims a homestead exemption that exceeds
(Check one box) $155.675. (Amount subject 1o adjustment on + 1 16, and every three years thereafier
W11USC. 85 22(b)(2) with respect to cases commenced on or afier the date of adjustment.)

O 11 U.S.C. §522(b)(3)

: g Value of Current Value of
Description of Property Specify Law Providing Claimed Property Without
Each Exemption Exemption Deducting Exemption

Household Goods and Furnishings
Houshold Goods and Furnishings, Furniture, 11 U.S.C. § 522(d)(3) 22,728.00 22,728.00

Etc.
(Detailed listing available upon request to
Counsel for Debtors)

Books, Pictures and Other Art Objects; Collectibles
11 U.S.C. § 522(d)(3) 0.00 0.00

[See Items included and Values in Item #4
above]

Wearing Apparel
[See Items included and Values in ltem #4 11 U.S.C. § 522(d)(3) 0.00 0.00

above]

Furs and Jewelry
Jewelry 11 U.S.C. § 522(d)(4) 3,100.00 4,000.00

Firearms and Sports, Photographic and Other Hobby Equipment
Glock 9mm 11 U.S.C. § 522(d)(5) 499.00 499.00

Smith-Wesson .357 Magnum 11 U.S.C. § 522(d)(5) 549.00 549.00

Stock and Interests in Businesses

Jackson Bo Group, LLC - 100% Membership 11 U.S.C. § 522(d)(5) 0.00 Unknown
Interests

State of Entity Formation: Texas

Location: 3804 Hidden Trail, Flower Mound TX

75022

Privately Held; Non-Marketable Security

Worldwide Nutrition Group, Inc. (Michael 11 U.S.C. § 522(d)(5) Unknown Unknown
Burton) - 80 Shares Common Stock

Location: 3804 Hidden Trail, Flower Mound TX

75022

Privately Held; Non-Marketable Security

Worldwide Nutrition Group, Inc. (Michelle 11 U.S.C. § 522(d)(5) Unknown Unknown
Burton) - 10 Shares Common Stock

Location: 353 Hamilton Street, Lewisville, Texas

75067

Privately Held; Non-Marketable Security

Merelle Holdings, Ltd. - 95% LP Interest 11 U.S.C. § 522(d)(5) 0.00 0.00
State of Entity Formation: Texas

Location: 3804 Hidden Trail, Flower Mound TX

75022

Privately Held; Non-Marketable Security

1__ continuation sheets attached to Schedule of Property Claimed as Exempt
Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com Best Case Bankruptcy
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B6C (Official Form 6C) (4/13) - Cont.

Inre MICHAEL TRACY BURTON,
MICHELLE RENEE BURTON

Document  Page 10 of 44

Debtors

Case No.

SCHEDULE C - PROPERTY CLAIMED AS EXEMPT

(Continuation Sheet)

13-41669-BTR-7

Description of Property

Specity Law Providin
peEagh Exemption 8

Value of
Claimed
Exemption

Current Value of
Property Without
Deducting Exemption

Global Card Systems, LLC - 95% Membership
Interests

State of Entity Formation: Texas

Location: 3804 Hidden Trail, Flower Mound TX
75022

Privately Held; Non-Marketable Security

Bombers Management Group, LLC - 95%
Membership Interests

State of Entity Formation: Texas

Location: 3804 Hidden Trail, Flower Mound TX
75022

Privately Held; Non-Marketable Security

Licenses, Franchises, and Other General Intangibles

Herbalife Distributorship - Contingent Reversion

Rights under Corporate Distributorship
Agreement and Shareholder Guaranty and
Imdemnity, dated February 29, 2012
[Distributorship, if reverted, constitutes

Personal Service Contract that is not assignable

under 11 U.S.C, section 365(c)]

Automobiles, Trucks, Trailers, and Other Vehicles

2012 BMW Sedan SUV
Location: 3804 Hidden Trail, Flower Mound TX
75022

Open Utility Trailer
Closed Utility Trailer

Animals

2 Toy Poodles
Chocolate Lab
White Lab
Rotweiller

1 Cats

Pet Accessories

11 U.S.C. § 522(d)(5)

11 U.S.C. § 522(d)(5)

11 U.S.C. § 522(d)(5)

11 U.S.C. § 522(d)(2) Balance of Value
Exempted by 11 USC Section
522(d)(5)

11 U.S.C. § 522(d)(5)

11 U.S.C. § 522(d)(5)

11 U.S.C. § 522(d)(5)

2,500.00

0.00

0.00

19,445.64

200.00

200.00

575.00

2,500.00

Unknown

0.00

38,000.00

200.00
200.00

5§75.00

Total:

Sheet __1_of _ 1 continuation sheets attached to the Schedule of Property Claimed as Exempt

Softwara Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase com

49,796.64

69,251.00

Best Case Bankruptcy
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B6D (Official Form 6D) (12/07)
Inre  MICHAEL TRACY BURTON, Case No. __13-41669-BTR-7
MICHELLE RENEE BURTON
Debtors

SCHEDULE D - CREDITORS HOLDING SECURED CLAIMS

State the name, mailing address, including zip code, and last four digits of any account number of all entities holding claims secured by property of the debtor as of
the date of filing of the petition. The complete account number of any account the debtor has with the creditor is useful to the trustee and the creditor and may be provided
if the debtor chooses to do so. List creditors holding all types of secured interests such as judgment liens, garnishments, statutory liens, mortgages, deeds of trust, and

other security interests,

List creditors in alphabetical order to the extent practicable. If a minor child is a creditor, the child's initials and the name and address of the child's parent or
guardian, such as "A.B., a minor child. by John Doe, guardian.” Do not disclose the child's name. See, 11 U.S.C. §112 and Fed. R, Bankr. P. 1007(m). If all secured

creditors will not fit on this page, use the continuation sheet provided.

If any entity other than a spouse in a joint case may be jointly liable on a claim, place an "X" in the column labeled "Codebtor" ,include the entity on the appropriate
schedule of creditors, and complete Schedule H - Codebtors. If a joint petition is filed, state whether the husband, wife, both of them, or the marital community may be

liable on each claim by placing an "H", "W", "J", or "C" in the column labeled "Husband, Wife, Joint, or Community".

If the claim is contingent, place an "X" in the column labeled "Contingent". If the claim is unliquidated, place an "X" in the column labeled "Unliquidated”. If the

claim is disputed, place an "X" in the column labeled "Disputed”. (You may need to place an "X" in more than one of these three columns.)

Total the columns labeled "Amount of Claim Without Deducting Value of Collateral” and "Unsecured Portion, if Any" in the boxes labeled "Total(s)" on the last
sheet of the completed schedule. Report the total from the column labeled "Amount of Claim” also on the Summary of Schedules and, if the debtor is an individual with
primarily consumer debts, report the total from the column labeled "Unsecured Portion" on the Statistical Summary of Certain Liabilities and Related Data.

[0 Check this box if debtor has no creditors holding secured claims to report on this Schedule D.

C | Husband, Wife, Joint, or Communit clufo AMOUNT OF
' o| —= . ofN|1
AND MAILING ADDRESS 2w DATE CLAIM WAS INCURRED,  |N|t|sf —  CLAIM UNSECURED
INCLUDING ZIP CODE B|W NATURE OF LIEN, AND it1alul  DEDUCTING PORTION, IF
AND ACCOUNT NUMBER L DESCRIPTION AND VALUE ol VALUE OF ANY
(See instructions above.) R[C SO e ek E|D|0| COLLATERAL
Account No. Purchase Money Security ¥ ;
D
EECU 2012 BMW Sedan SUV
Location: 3804 Hidden Trail, Flower
Mound TX 75022
C
Value $ 38,000.00 18,554.36 0.00
Account No.
Value $
Account No.
Value $
Account No.
Value §
Subtotal
0 inuati : :
continuation sheets attached (Total of ihis page) 18,554.36 0.00
Total 18,554.36 0.00
(Report on Summary of Schedules)

Software Copyright (c) 1996-2013 - Best Case, LLC - www bestcase com

Best Case Bankruptcy
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Document  Page 12 of 44

B6E (Official Form 6E) (4/13)

Inre MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7
MICHELLE RENEE BURTON

Debtors

SCHEDULE E - CREDITORS HOLDING UNSECURED PRIORITY CLAIMS

A complete list of claims entitled to priority, listed separately by type of priority, is to be set forth on the sheets provided. Only holders of unsecured claims entitled
to priority should be listed in this schedule. In the boxes provided on the attached sheets, state the name, mailing address, including zip code, and last four digits of the
account number, if any, of all entities holding priority claims against the debtor or the property of the debtor, as of the date of the filing of the petition. Use a separate
continuation sheet for each type of priority and label each with the type of priority.

The complete account number of any account the debtor has with the creditor is useful to the trustee and the creditor and may be provided if the debtor chooses to do
s0. If' a minor child is a creditor. state the child's initials and the name and address of the child's parent or guardian, such as "A.B., a minor child, by John Doe, guardian.”
Do not disclose the child's name. See, 11 U.S.C. §112 and Fed. R. Bankr. P. 1007(m).

If any entity other than a spouse in a joint case may be jointly liable on a claim, place an "X" in the column labeled "Codebtor," include the entity on the appropriate
schedule of creditors, and complete Schedule H-Codebtors. If a joint petition is filed, state whether the husband, wife, both of them., or the marital community may be
liable on each claim by placing an "H." "W," "J." or "C" in the column labeled "Husband, Wife, Joint, or Community." If the claim is contingent, place an "X" in the
column labeled "Contingent." If the claim is unliquidated, place an "X" in the column labeled "Unliquidated.” If the claim is disputed, place an "X" in the column labeled
"Disputed.” (You may need to place an "X" in more than one of these three columns.)

Report the total of claims listed on each sheet in the box labeled "Subtotals” on each sheet. Report the total of all claims listed on this Schedule E in the box labeled
"Total" on the last sheet of the completed schedule. Report this total also on the Summary of Schedules.

Report the total of amounts entitled to priority listed on each sheet in the box labeled "Subtotals" on each sheet. Report the total of all amounts entitled to priority
listed on this Schedule E in the box labeled "Totals" on the last sheet of the completed schedule. Individual debtors with primarily consumer debts report this total
also on the Statistical Summary of Certain Liabilities and Related Data.

Report the total of amounts not entitled to priority listed on each sheet in the box labeled "Subtotals" on each sheet. Report the total of all amounts not entitled to
priority listed on this Schedule E in the box labeled "Totals" on the last sheet of the completed schedule. Individual debtors with primarily consumer debts report this
total also on the Statistical Summary of Certain Liabilities and Related Data.

[ Check this box if debtor has no creditors holding unsecured priority claims to report on this Schedule E.

TYPES OF PRIORITY CLAIMS (Check the appropriate box(es) below if claims in that category are listed on the attached sheets)

[0 Domestic support obligations

Claims for domestic support that are owed to or recoverable by a spouse, former spouse, or child of the debtor, or the parent, legal guardian, or responsible relative
of such a child, or a governmental unit to whom such a domestic support claim has been assigned to the extent provided in 11 U.S.C. § 507(a)(1).

[ Extensions of credit in an involuntary case
Claims arising in the ordinary course of the debtor's business or financial affairs after the commencement of the case but before the earlier of the appointment of a
trustee or the order for relief. 11 U.S.C. § 507(a)3).

[0 Wages, salaries, and commissions

Wages, salaries, and commissions, including vacation, severance, and sick leave pay owing to employees and commissions owing to qualifying independent sales
representatives up to $12,475* per person earned within 180 days immediately preceding the filing of the original petition, or the cessation of business, whichever
occurred first, to the extent provided in 11 U.S.C. § 507(a)(4).

[0 Contributions to employee benefit plans
Money owed to employee benefit plans for services rendered within 180 days immediately preceding the filing of the original petition, or the cessation of business,
whichever occurred first, to the extent provided in 11 U.S.C. § 507(a)(5).

O Certain farmers and fishermen
Claims of certain farmers and fishermen, up to $6,150* per farmer or fisherman, against the debtor, as provided in 11 U.S.C. § 507(a)(6).

[0 Deposits by individuals
Claims of individuals up to $2,775* for deposits for the purchase, lease, or rental of property or services for personal, family, or household use, that were not
delivered or provided. 11 US.C. § 507(a)7).

B Taxes and certain other debts owed to governmental units
Taxes, customs duties, and penalties owing to federal, state, and local governmental units as set forth in 11 U.S.C. § 507(a)(8).

O Commitments to maintain the capital of an insured depository institution

Claims based on commitments to the FDIC, RTC, Director of the Office of Thrift Supervision, Comptroller of the Currency, or Board of Governors of the Federal
Reserve System, or their predecessors or successors, to maintain the capital of an insured depository institution. 11 U.S.C. § 507 (a)(9).

[ Claims for death or personal injury while debtor was intoxicated

Claims for death or personal injury resulting from the operation of a motor vehicle or vessel while the debtor was intoxicated from using alcohol, a drug, or
another substance. 11 U.S.C. § 507(a)(10).

* Amount subject 1o adjustment on 4 01 16, and every three years thereafter with respect (o cases commenced on or after the date of adjustment,
1 continuation sheets attached

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com Best Case Bankruptcy
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B6E (Official Form 6E) (4/13) - Cont.

MICHAEL TRACY BURTON,
MICHELLE RENEE BURTON

Inre

Document

Page 13 of 44

Case No.

Debtors

13-41669-BTR-7

SCHEDULE E - CREDITORS HOLDING UNSECURED PRIORITY CLAIMS

(Continuation Sheet)

Taxes and Certain Other Debts
Owed to Governmental Units

TYPE OF PRIORITY

CREDITOR'S NAME, g Husband, Wife, Joint, or Community g h' F égdﬁ%JFgDN]QJ
ARD MAILING ADDRESS E # DATE CLAIM WAS INCURRED l’%‘ L E AMOUNT | PRIORITY, IF ANY
Pt EoRat 0 S 7|\'| AND CONSIDERATION FOR CLAIM n[9]7| OFcLAM prrrre)
(See instructions.) rR|C 5 R o ENT;E%P[{)I;[\Q
Account No. Income Taxes (Federal) - Amount listed ¥ E
for 2009. Amounts for 2010-2012 to be D
Internal Revenue Service determined.
P.O. Box 7346 0.00
Philadelphia, PA 19101-7346 c x| x
63,410.57 63,410.57
Account No.
Account No.
Account No.
Account No.
Sheet 1 of 1 continuation sheets attached to Subtotal 0.00
Schedule of Creditors Holding Unsecured Priority Claims (Total of this page) 63,410.57 63,410.57
Total 0.00
(Report on Summary of Schedules) 63,410.57 63,410.57

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com
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Document  Page 14 of 44

B6F (Official Form 6F) (12/07)

Inre : MICHAEL TRACY BURTON,
MICHELLE RENEE BURTON

Case No.

13-41669-BTR-7

Debtors

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

State the name, mailing address, including zip code, and last four digits of any account number, of all entities holding unsecured claims without priority against the
debtor or the property of the debtor, as of the date of filing of the petition. The complete account number of any account the debtor has with the creditor is useful to the
trustee and the creditor and may be provided if the debtor chooses to do so. If a minor child is a creditor, state the child's initials and the name and address of the child's
parent or guardian, such as "A.B., a minor child, by John Doe, guardian." Do not disclose the child's name. See, 11 U.S.C. §112 and Fed. R. Bankr. P. 1007(m). Do not
include claims listed in Schedules D and E. If all creditors will not fit on this page, use the continuation sheet provided.

If any entity other than a spouse in a joint case may be jointly liable on a claim, place an "X" in the column labeled "Codebtor," include the entity on the appropriate
schedule of creditors, and complete Schedule H - Codebtors. If a joint petition is filed, state whether the husband, wife, both of them, or the marital community may be
liable on each claim by placing an "H," "W," "J.," or "C" in the column labeled "Husband, Wife, Joint, or Community."

If the claim is contingent, place an "X" in the column labeled "Contingent.” If the claim is unliquidated, place an "X" in the column labeled "Unliquidated." If the
claim is disputed, place an "X" in the column labeled "Disputed.” (You may need to place an "X" in more than one of these three columns.)

Report the total of all claims listed on this schedule in the box labeled "Total" on the last sheet of the completed schedule. Report this total also on the Summary of
Schedules and, if the debtor is an individual with primarily consumer debts, report this total also on the Statistical Summary of Certain Liabilities and Related Data.

[0  Check this box if debtor has no creditors holding unsecured claims to report on this Schedule F.

CREDITOR'S NAME,
MAILING ADDRESS
INCLUDING ZIP CODE,
AND ACCOUNT NUMBER
(See instructions above.)

DOHOmMOOO

Husband, Wife, Joint, or Community

OS5I

DATE CLAIM WAS INCURRED AND
CONSIDERATION FOR CLAIM. IF CLAIM
IS SUBJECT TO SETOFF, SO STATE.

AMOUNT OF CLAIM

om-<HCcUown—0

—HZmeOZ—-HZOoO

Account No. Acct: 27373034, 28599561; 2858

Account Services
1802 NE Loop 410, Suite 400
San Antonio, TX 78217

om-Hr»0TCOoTrzc

847.00

Account No.

Accountants Inc.
PO Box 60000
San Francisco, CA 94160

45,000.00

Account No.

ADT
PO BOX 371490
Pittsburgh, PA 15250

Unknown

Account No. ACCT: 2270-96-1202

Affiliated Acceptance Corporation
PO BOX 790001
Sunrise Beach, MO 65079-9001

1,352.00

24 continuation sheets attached

Software Copyright () 1986-2013 - Best Case, LLC - www.bestcase.com

(Total of this page)

Subtotal
47,199.00

SIN:25005-130626 Best Case Bankrupicy
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Document  Page 15 of 44

B6F (Official Form 6F) (12/07) - Cont.

Inre MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7

MICHELLE RENEE BURTON

Debtors

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

(Continuation Sheet)

Husband, Wife, Joint, or Community

CREDITOR'S NAME,
MAILING ADDRESS
INCLUDING ZIP CODE,
AND ACCOUNT NUMBER
(See instructions above.)

H DATE CLAIM WAS INCURRED AND
CONSIDERATION FOR CLAIM. IF CLAIM

IS SUBJECT TO SETOFF. SO STATE. AMOUNT OF CLAIM

VO—WMOOO
om-Hcowu—g

==
HZMAZ—=-HZOoO

Account No.

om-H»O0-CcOo—rzc

Albart Industrial Center
4021 SW 103d Lane H
Ocala, FL 34476

>
>

Unknown

Account No.

Andrew Park
13 Rosalita Lane H
Millbrae, CA 94030

50,000.00

Account No.

Atmos
PO BOX 790311 X
St. Louis, MO 63179

Unknown

Account No.

Aviva USA
7700 Mills Civic Parkway West H
Des Moines, |IA 50266

Unknown

Account No. Credit card purchases

Bank of America
PO Box 45224 C
Jacksonville, FL 32232

51,567.56

Sheetno. 1 of 24 sheets attached to Schedule of Subtotal
101,567.56

Creditors Holding Unsecured Nonpriority Claims (Total of this page)

Software Copyright (c) 1996-2013 - Best Case, LLC - www bestcase com Best Case Bankruplcy
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Inre

13-41669-BTR-7

Document  Page 16 of 44
B6F (Official Form 6F) (12/07) - Cont.
MICHAEL TRACY BURTON, Case No.
MICHELLE RENEE BURTON
Debtors

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

(Continuation Sheet)

CREDITOR'S NAME. g Husband, Wife, Joint, or Community 8 lri :3
D
NGRS, ] conarectanwas neumen o I
3 FOR CLAIM. IF CLAIM .
AND ACCOUNT NUMBER T : NIUIT [ AMOUNT OF CLAIM
(See instructions above.) g c IS SUBJECT TO SETOFF, SO STATE. E I|J E
N A
Account No. Bank Services i b
D
Bank of America- Safe Deposit box
PO BOX 2518 c
Houston, TX 77252
26.00
Account No. Credit card purchases
Bank of America-9789
PO BOX 15019 Cc
Wilmington, DE 19866-5019
15,941.42
Account No. Unsecured Loan/Obligation
Bay Gulf Credit Union
3202 W. Waters Ave. c X[ X
Tampa, FL 33164
120,519.18
Account No. Medical Expenses
Blue Cross Blue Shield
PO BOX 731428 c X
Dallas, TX 75373
Unknown
Account No. Household Services
Bob's Pool Service
100 Cross Timbers Drive Cc X
Double Qak, TX 75077
Unknown
Sheetno. 2  of 24 sheets attached to Schedule of Subtotal
136,486.60

Creditors Holding Unsecured Nonpriority Claims

Software Copyright (c) 1996-2013 - Best Case, LLC - www bestcase.com

(Total of this page)

Best Case Bankruptcy
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Document  Page 17 of 44

B6F (Official Form 6F) (12/07) - Cont.

Inre MICHAEL TRACY BURTON, Case No. _13-41669-BTR-7

MICHELLE RENEE BURTON

Debtors
SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

(Continuation Sheet)

CREDITOR'S NAME 8 Husband, Wife, Joint, or Commurity 8 H ID
: 8 N S
R SOLRERS el DATE CLAIM WAS INCURRED AND [T |1 |
AND ACCOUNT NUMBER 7| CO‘;‘SSg%EBf}Qg‘TO}“OFgERTS'gQIg‘O JoaM N[0]7| AMOUNT OF CLAIM
(See instructions above.) HE ' ' A
N[a
Account No. Lease Obligation I
D
Bonnie Ansley
1235 S. Prairie Ave. #2805 H X
Chicago, IL 60605
Unknown
Account No.
Bruce Nagal
3 Chekee Drive H
Wallington, NJ 07057
25,000.00
Account No.
Burton Irrovocable Life Insurance
Trust = %
601 Cross Timbers, Suite 118-7716
Flower Mound, TX 75028
Unknown
Account No. Debt of Corporate Affiliate
Burton Marketing International,
PO BOX 2569 H X[ X
Grapevine, TX 76099
Unknown
Account No.
C. James Jensen
650 Bellevue Way NE, Suite 3704 H
Bellevue, WA 98004
50,000.00
Sheetno. 3  of 24 sheets attached to Schedule of Subtotal 75.000.00
Creditors Holding Unsecured Nonpriority Claims (Total of this page) S
pag

Software Copyright (c) 1996-2013 - Best Case, LLC - www. bestcase.com Best Case Bankruptcy
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B6F (Official Form 6F) (12/07) - Cont.

Inre MICHAEL TRACY BURTON,
MICHELLE RENEE BURTON

Document  Page 18 of 44

Case No.__13-41669-BTR-7

Debtors

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

(Continuation Sheet)

CREDITOR'S NAME,
MAILING ADDRESS
INCLUDING ZIP CODE,
AND ACCOUNT NUMBER
(See instructions above.)

Jo—H@mMOooo

Husband, Wife, Jeint, or Community

o-=sxT

DATE CLAIM WAS INCURRED AND
CONSIDERATION FOR CLAIM. IF CLAIM
IS SUBJECT TO SETOFF, SO STATE.

om—HcoDw—0

AMOUNT OF CLAIM

Account No.

CBRE Investors
909 Lake Carolyn, Lock Box 730024
Dallas, TX 75373-0024

sHZmMEZ"HZOoO

Debt of Corporate Affiliate

om-r»0—Cp—rzc

>
>

63,524.13

Account No.

Central Parking System
PO BOX 790402
St. Louis, MO 63179-0402

Business Expense

Unknown

Account No.

Cherry Lane Music Publishing Co.,
Inc.

6 E. 32nd St.

11th Floor

New York, NY 10016

Debt of Business Affiliate

Unknown

Account No.

CIT Technology
PO BOX 550599
Jacksonville, FL 32255

1,209.60

Account No.

CitiCorp
PO BOX 7247-0118
Philadelphia, PA 19170-0118

Credit card purchases

490.28

Sheetno. 4  of 24 sheets attached to Schedule of
Creditors Holding Unsecured Nonpriority Claims

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com

Subtotal

(Total of this page)

65,224.01

Best Case Bankruptcy
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Document  Page 19 of 44

B6F (Official Form 6F) (12/07) - Cont.

Inre MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7

MICHELLE RENEE BURTON

Debtors
SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

(Continuation Sheet)

Husband, Wife, Joint, or Community

CREDITOR'S NAME,
MAILING ADDRESS
INCLUDING ZIP CODE,
AND ACCOUNT NUMBER
(See instructions above.)

i DATE CLAIM WAS INCURRED AND
CONSIDERATION FOR CLAIM. IF CLAIM

IS SUBJECT TO SETOFF, SO STATE. AMOUNT OF CLAIM

Ao-Hmmoon
om-HCcTown—T0

oez=
ZMOHZ——HZOo0

Account No. Utilities

om~r»0—cpo=rzc

City of Flower Mound Utilities
2121 Cross Timbers c
Flower Mound, TX 75028

>

Unknown

Account No. Utilities

City of Lewisville Utilities
151 W. Church St c X
Lewisville, TX 75057

Unknown

Account No.

Core Fund LP 201
One SW Columbia St, Suite 900 H
Portland, OR 97258

50,000.00

Account No. Debt of Corporate Affiliate

Core Fund Management LP
David Baker c X|X|X
3120 NW Metke Place
Bend, OR 97701

Unknown

Account No. Utilities

CoServ
PO BOX 650785 c X|X
Dallas, TX 75265

Unknown

Sheetno. 5  of 24 sheets attached to Schedule of Subtotal

Creditors Holding Unsecured Nonpriority Claims (Total of this page) i

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com Best Case Bankruptcy
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Document  Page 20 of 44
B6F (Official Form 6F) (12/07) - Cont.
Inre MICHAEL TRACY BURTON, Case No.__1341669-BTR-7
MICHELLE RENEE BURTON
Debtors
SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS
(Continuation Sheet)
CREDITOR'S NAME g Husband, Wife, Joint, or Community g H 'D
; D N s
NCLUDING 21 CODE: I e o (Y
AND ACCOLINT NUMBER 5e IS SUBJECT TO SETOFF. SO STATE.  |§ |V |& | AMOUNT OF CLAIM
(See instructions above.) R Elolo
N|A
Account No. Household Services Ll e
D
Cox Cable
PO BOX 9001077 H X[ X] X
Louisville, KY 40290-1077
59.79
Account No. Business Trade Debt (Affiliate)
Daintree Holdings Inc.
3rd Floor, Montague Sterling Centre H
E. Bay St.
Nassau
25,000.00
Account No. Business Trade Debt (Affiliate)
Dell Commercial Credit
PO BOX 689020 H X[X|X
Des Moines, |IA 50368-9020
684.00
Account No. Business Trade Debt (Affiliate)
Dell Financial Services
4307 Collection Center Dr H X|X|X
Chicago, IL 60693
1,433.49
Account No. Business Trade Debt (Affiliate)
DHL Express USA
PO BOX 277264 H X|X| X
Atlanta, GA 30384-7264
382.42
Sheetno. 6  of 24 sheets attached to Schedule of Subtotal 27 550.70
Creditors Holding Unsecured Nonpriority Claims (Total of this page) ——
Best Case Bankruptcy

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com
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Document  Page 21 of 44
B6F (Official Form 6F) (12/07) - Cont.
In re MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7
MICHELLE RENEE BURTON
Debtors

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

{Continuation Sheet)

CREDITOR'S NAME, 8 Husband, Wife, Joint, or Community 8 H ID
D N|[L|s
e e [% DATE CLAIM WAS INCURRED AND | ¥ |1 |3
AND ACCOUNT NUMBER 7l S SUBTAPN FOR CLAIM. IECLAIM | 18 1% | s pouNT OF CLAIM
(See instructions above.) 2 c i * E ,'3 E
N|A
Account No. Business Expense L b
D
Domain Listing Services
27 N. Wacker Dr., Suite 650 H X[ X|X
Chicago, IL 60606
75.00
Account No. Acct: 4968987; 4969154 Medical Expenses
Dr's Reporting Service of Texas
800 E. Campbell Rd, Suite 399 c
Richardson, TX 75081
197.08
Account No. Auto Loan
EECU Credit Union- BMW X5
PO BOX 1777 c X
Fort Worth, TX 76101
Unknown
Account No. Business Trade Debt (Affiliate)
Ehome Business Network
156333 N. Pima Rd, Suite 235 H X[ X|X
Scottsdale, AZ 85260
Unknown
Account No.
Embark
PO BOX 219100 H XXX
Kansas City, MO 64121-9100
105.48
Sheetno. 7  of 24 sheets attached to Schedule of Subtotal 377.56
Creditors Holding Unsecured Nonpriority Claims (Total of this page) ’

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com
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B6F (Official Form 6F) (12/07) - Cont.

Inre MICHAEL TRACY BURTON,
MICHELLE RENEE BURTON

Document  Page 22 of 44

Case No.__13-41669-BTR-7

Debtors

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

(Continuation Sheet)

CREDITOR'S NAME,
MAILING ADDRESS
INCLUDING ZIP CODE,
AND ACCOUNT NUMBER
(See instructions above.)

Ao—Hwmooo

Husband, Wife, Joint, or Community

H

ows

DATE CLAIM WAS INCURRED AND
CONSIDERATION FOR CLAIM. IF CLAIM
IS SUBJECT TO SETOFF, SO STATE.

HZmMOZ-—HZo0
omHAcCToen—T0

AMOUNT OF CLAIM

Account No.

EMC Mortgage
PO BOX 141358
Irving, TX 75014-1358

OmH»0TCOoO—rZc

Real Property Loan

950,000.00

Account No.

FEDEX
PO BOX 94515
Palatine, IL 60094-4515

Business Trade Debt (Affiliate)

196,110.33

Account No.

Fighters Management Group, LLC
PO BOX 2569, Grapevine
Grapevine, TX 76099

Unknown

Account No.

Flat Universal, LLC
3120 NW Metke Place
Bend, OR 97701

Debt of Corporate Affiliate

50,000.00

Account No.

Florida Department of Revenue
5050 West Tennessee Street
Tallahassee, FL 32399

Taxes

343.75

Sheetno. 8 of 24 sheets attached to Schedule of

Creditors Holding Unsecured Nonpriority Claims

Software Copynght (c) 1996-2013 - Best Case, LLC - www.bestcase com

Subtotal
(Total of this page)

1,196,454.08

Best Casa Bankruptcy
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B6F (Official Form 6F) (12/07) - Cont.

Document

Page 23 of 44

Inre MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7
MICHELLE RENEE BURTON
Debtors
SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS
(Continuation Sheet)
CREDITOR'S NAME, 8 Husband, Wife, Joint, or Community g “ F
D
LU G st | DATE CLAIM WAS INCURRED AND (T |1 |#
INCLUDING ZIk CODE, 8 ™[ CONSIDERATION FOR CLAIM. IF CLAIM  |L [a|u
AND ACCOUNT NUMBER g J IS SUBJECT TO SETOFF S'f) STATE g u E AMOUNT OF CLAIM
(See instructions above.) alc : . e1blE
N(A
Account No. Debt of Business Affiliate A Ve
D
Freemantle Media
4000 West Alameda Ave. H XXX
3rd Floor
Burbank, CA 91505
Unknown
Account No. Taxes
George Albright, Marion County Tax
Asses H X
PO BOX 970
Ocala, FL 34478
Unknown
Account No. Taxes
George Albright, Tax Collector
PO BOX 1178 C
Ocala, FL 34478
22.75
Account No. Business Trade Debt (Affiliate)
Global Card Systems, LLC
601 Cross Timbers, Suite 118-7716 H X| X[ X
Flower Mound, TX 75028
Unknown
Account No. Business Trade Debt (Affiliate)
Global Vision Entertainment, LLC
PO BOX 2569 H X[ XX
Grapevine, TX 76099
Unknown
Sheetno. 9  of 24 sheets attached to Schedule of Subtotal 22.75

Creditors Holding Unsecured Nonpriority Claims

Software Copyright (c) 1996-2013 - Best Case, LLC - www bestcase.com

(Total of this page)

Best Case Bankruptcy




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main

Document Page 24 of 44
B6F (Official Form 6F) (12/07) - Cont.
Inre MICHAEL TRACY BURTON, Case No. _13-41669-BTR-7
MICHELLE RENEE BURTON
Debtors
SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS
(Continuation Sheet)
CREDITOR'S NAME, g Husband, Wife, Joint, or Community g S ?
. D N|L|S
NG oo i cobumemmamsncmepang (14 G
3 N FOR CLAIM. IF CLAIM
AND ACCOUNT NUMBER T NfUIT| AMOUNT OF CLAIM
(See instructions above.) g c IS SUBJECT TO SETOFF, SO STATE. g |g S
N|A
Account No. Taxes LA
D
Grapevine Collier Prperty Tax/School
Tax c
3072 Mustang Drive
Grapevine, TX 76051
990.00
Account No. Trade debt
GreatAmerica Leasing
8742 Innovation Way H
Chicago, IL 60682
18,000.00
Account No. Trade debt
Greenburg Trauig
200 Park Ave, 14th Floor H
New York, NY 10166
38,897.44
Account No. Debt of Business Affiliate
Grimes & Reese
615 Hoopes Ave H X[ X|X
Idaho Fallis, ID 83401
Unknown
Account No. Medical Expenses
Gronberg Orthodontics
3000 Village Parkway, Suite 430 c X
Highland Village, TX 75077
Unknown
Sheetno. 10 of 24 sheets attached to Schedule of Subtotal
57,887.44

Creditors Holding Unsecured Nonpriority Claims

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com

(Total of this page)

Best Case Bankruplcy




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main

Document  Page 25 of 44
B6F (Official Form 6F) (12/07) - Cont.
Inre MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7
MICHELLE RENEE BURTON
Debtors
SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS
(Continuation Sheet)
CREDITOR'S NAME, 8 Husband, Wife, Joint, or Community g ﬁ F
D N L |s
Bk e |¥, DATE CLAIM WAS INCURRED AND [T [I [?
; i B CONSIDERATION FOR CLAIM. IF CLAIM B ]
AND ACCOUNT NUMBER 5 J IS SUBJECT TO SETOFF. SO STATE g :J T| AMOUNT OF CLAIM
(See instructions above.) R|C . : o i
N|A
Account No. Debt of Corporate Affiliate T
D
Guerra Communications
PO BOX 2569 H
Grapevine, TX 76099
350,000.00
Account No. Trade debt
HC Wainwright & Co
52 Vanderbilt Ave, 12th Floor H X|X|X
New York, NY 10017
17,861.79
Account No. Debt of Business Affiliate
Hee K. Park
6708 Barcelona H X[ X|X
Irving, TX 75039
Unknown
Account No. February 29, 2012
Personal Guaranty of Corporate
Herbalife International of America, Inc. Distributorship Agreement
800 West Olympic Blvd. X|C XX
Suite 406
Los Angeles, CA 90015
Unknown
Account No. Debt of Corporate Affiliate
Herman Miller Capital
PO BOX 7247-0118 H X[ X[X
Philadelphia, PA 19170-0118
983.10
Sheetno. 11 of 24 sheets attached to Schedule of Subtotal 368 844.89
Creditors Holding Unsecured Nonpriority Claims (Total of this page) i

Software Copyright (c) 1996-2013 - Best Case, LLC - www bestcase.com

Best Case Bankruptcy




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main

B6F (Official Form 6F) (12/07) - Cont.

In re MICHAEL TRACY BURTON,
MICHELLE RENEE BURTON

Document  Page 26 of 44

Case No. __13-41669-BTR-7

Debtors

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

(Continuation Sheet)

CREDITOR'S NAME,
MAILING ADDRESS
INCLUDING ZIP CODE,
AND ACCOUNT NUMBER
(See instructions above.)

AoHmmooo

Husband, Wife, Joint, or Community

H

0O«3=

DATE CLAIM WAS INCURRED AND
CONSIDERATION FOR CLAIM. IF CLAIM
IS SUBJECT TO SETOFF, SO STATE.

omacTown—0

AMOUNT OF CLAIM

Account No.,

ID Wholesalers
16526 W. 78th St., Suite 239
Eden Prairie, MN 55346

HZmMOQZT—=HZOO

Trade debt

om-H>®»0~"co—rzc

710.50

Account No.

Ingen Systems
PO BOX 703542
Dallas, TX 75370

Debt of Corporate Affiliate

7,495.00

Account No.

Internal Revenue Service
P.O. Box 7346
Philadelphia, PA 19101-7346

Federal Income Taxes 2004-2008

938,096.73

Account No.

Internap - Dept. 0526
PO BOX 120526
Dallas, TX 75312-0526

Trade debt

7,114.38

Account No.

Invent Data Solutions, LLC
PO BOX 2569
Grapevine, TX 76099

Debt of Corporate Affiliate

Unknown

Sheetno. _12 of 24 sheets attached to Schedule of
Creditors Holding Unsecured Nonpriority Claims

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com

Subtotal
(Total of this page)

953,416.61

Besl Case Bankruptcy




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main

Document  Page 27 of 44
B6F (Official Form 6F) (12/07) - Cont.
In re MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7
MICHELLE RENEE BURTON
Debtors
SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS
(Continuation Sheet)
CREDITOR'S NAME 8 Husband, Wife, Joint, or Community 8 g rD
D N S
DR e o DATE CLAIM WAS INCURRED AND TIEl®
AND ACCOUNT NUMBER Tl O O oM. [E CLAIM 101017 | AMOUNT OF CLAIM
(See instructions above.) 2le : : SR
N|A
Account No. Business Trade Debt (Affiliate) g
D
Jackson Bo Group, LLC
601 Cross Timbers, Suite 118-7716 H X| X
Flower Mound, TX 75028
Unknown
Account No. Auto Loan
Jaguar Credit
PO BOX 55000 c X
Detroit, Ml 48255-1939
20,040.54
Account No. Debt of Corporate Affiliate
Last Second Media
827 Kenny Way H
Las Vegas, NV 89107
12,475.73
Account No. Debt of Corporate Affiliate
LG Technology
32840 Wolf Store Rd, Suite C H X[ X| X
Temecula, CA 92592
1,472,203.50
Account No. Business Trade Debt (Affiliate)
LineLogix Technologies, LLC
601 Cross Timbers, Suite 118-7716 H X[ X
Flower Mound, TX 75028
Unknown
Sheet no. f 24 sheets attached to Schedule of I
eetno. 13 of 2 sheets attached to Schedule o Subtota 1,504,719.77

Creditors Holding Unsecured Nonpriority Claims

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com

(Total of this page)

Best Case Bankruptcy




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main

B6F (Official Form 6F) (12/07) - Cont.

Inre MICHAEL TRACY BURTON,
MICHELLE RENEE BURTON

Document

Page 28 of 44

Case No.

13-41669-BTR-7

Debtors

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

(Continuation Sheet)

CREDITOR'S NAME,
MAILING ADDRESS
INCLUDING ZIP CODE,
AND ACCOUNT NUMBER
(See instructions above.)

DO-WMOCO

Husband, Wife, Joint, or Community

L i i 3

DATE CLAIM WAS INCURRED AND

CONSIDERATION FOR CLAIM. IF CLAIM

IS SUBJECT TO SETOFF, SO STATE.

HZMQZTHZOO

gom-Hcuw—0o

AMOUNT OF CLAIM

Account No.

Lofts at Las Colinas
1000 Lake Carolyn Pkwy.
Irving, TX 75039

Lease Obligation - Apt. Nos. 4120 & 1330

Om-Ppo—CO~rZc

>
>

Unknown

Account No.

Logix
PO BOX 3608
Houston, TX 77253

Business Trade Debt (Affiliate)

3,472.47

Account No.

Malnory/McNeal & Company
5551 Yale Blvd.
Dallas, TX 75206

Debt of Corporate Affiliate

1,019.75

Account No.

Mark Litwin
919 Sir Frances Drake Blvd, Suite 202
Kentfield, CA 94904

Debt of Corporate Affiliate

50,000.00

Account No.

Matryx Marketing, LLC
601 Cross Timbers, Suite 118-7716
Flower Mound, TX 75028

Debt of Corporate Affiliate

Unknown

Sheetno. 14 of 24 sheets attached to Schedule of
Creditors Holding Unsecured Nonpriority Claims

Software Copyright (c) 1986-2013 - Best Case, LLC - www bestcase.com

Subtotal

(Total of this page)

54,492.22

Best Case Bankruptcy




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main
Document  Page 29 of 44

B6F (Official Form 6F) (12/07) - Cont.

Inre MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7

MICHELLE RENEE BURTON

Debtors

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

(Continuation Sheet)

CREDITOR'S NAME 8 Husband, Wife, Joint, or Community g H F
] D NiL (s
LG AE Chrs e DATE CLAIM WAS INCURRED AND [T |1 |3
AND ACCOUNT NUMBER 7 [ SR ATON FOR LA IeCLA |, 1017 | mounT oF cLA
(See instructions above.) 2l L : :Ej qE
A
Account No. Debt of Corporate Affiliate L
D
MB3 Motorsports, LLC
PO BOX 2569, Grapevine H X[ X
Grapevine, TX 76099
Unknown
Account No. Debt of Corporate Affiliate
MediaCor, LLC
PO BOX 2569, Grapevine H X[ X
Grapevine, TX 76099
Unknown
Account No. Debt of Corporate Affiliate
Merelle Worldwide, LLC
601 Cross Timbers, Suite 118-7716 H X[ X| X
Flower Mound, TX 75028
Unknown
Account No. Debt of Business Affiliate
Meryl & Stephen Eddy
2206 Mt. Hebron Dr. H X|X|X
Ellicott City, MD 21042
Unknown
Account No. Business Expense
Metro Works Reality
9500 Ray White Rd, Floor 2 H X
Keller, TX 76244
Unknown
Sheetno. 15 of 24 sheets attached to Schedule of Subtotal 0.00
Creditors Holding Unsecured Nonpriority Claims (Total of this page) ’

Software Copyright (c) 1996-2013 - Best Case, LLC - www bestcase.com Best Case Bankruptcy



Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main

B6F (Official Form 6F) (12/07) - Cont.

Document

Page 30 of 44

Inre MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7
MICHELLE RENEE BURTON
Debtors
SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS
(Continuation Sheet)
CREDITOR'S NAME, 8 Husband, Wife, Joint, or Community g g ID
D NiL|s
o T s e Y DATE CLAIM WAS INCURRED AND [T |1 [P
: B CONSIDERATION FOR CLAIM. IF CLAIM Liay
AND ACCOUNT NUMBER T (J IS SUBJECT TO SETOEF. SO STATE NIU E AMOUNT OF CLAIM
(See instructions above.) alc ? g glbls
N A
Account No. Business Trade Debt (Affiliate) i
D
Mixed Martial Arts Authority Magazine
26246 US Highway 19 N H
Clearwater, FL 33761
1,000.00
Account No. Lease Obligation
Muhammad & Sadaf Aliasim C/O Law
Office c X
115 West 2nd Street, Suite 201
Fort Worth, TX 78102
77,933.33
Account No. Business Trade Debt (Affiliate)
National Registered Agents
100 Canal Pointe Blvd, Suite 212 H
Princeton, NJ 08540
159.00
Account No. Debt of Corporate Affiliate
On-Line Marketing
Solutions/Centurion Ma H
246 Fifth Ave, Penthouse
New York, NY 10001
116,800.00
Account No. Debt of Corporate Affiliate
Panell Kerr & Forester
5847 San Felipe, Suite 2400 H
Houston, TX 77057-3092
113,671.74
Sheet no. 1 f sheets attached to Schedule of Subtot
eet no 6 of 24 sheets attached to Schedule o ubtotal 309,564.07

Creditors Holding Unsecured Nonpriority Claims

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase com

(Total of this page)

Best Case Bankruptcy




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main
Document  Page 31 of 44

B6F (Official Form 6F) (12/07) - Cont,

Inre MICHAEL TRACY BURTON, Case No._1341669-BTR-7

MICHELLE RENEE BURTON

Debtors

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

(Continuation Sheet)

CREDITOR'S NAME, g Husband, Wife, Joint, or Community g H :3
D N s
MAILING ADDRESS g [H DATE CLAIM WAS INCURRED AND ANE
INCLUDING ZIP CODE, 5[¥|  CONSIDERATION FOR CLAIM. IF CLAIM  |! |a]u
AND ACCOUNT NUMBER 5 J IS SUBJECT TO SETOFF S(j STATE g Ird E AMOUNT OF CLAIM
(See instructions above.) a|€ . ’ elolo
N|A
Account No. Debt of Corporate Affiliate Ll
D
Prospect Performance, LLC
PO BOX 2569 H X|X| X
Grapevine, TX 76099
Unknown
Account No. Debt of Corporate Affiliate
PTPC
1916 Stafford Rd H
Grapevine, TX 76051
32,916.00
Account No. Debt of Corporate Affiliate
Rack Space
PO BOX 671337 H X[ XX
Dallas, TX 75267-1337
Unknown
Account No. Debt of Corporate Affiliate
Responsive Data
3514 N. Power Rd, Suite 115 H X[ X| X
Mesa, AZ 85215
Unknown
Account No. Debt of Corporate Affiliate
Revshare
32836 Wolf Store Rd H X[ X[ X
Temecula, CA 92592
746,374.00
Sheetno. _17 of 24 sheets attached to Schedule of Subtotal 779.290.00
Creditors Holding Unsecured Nonpriority Claims (Total of this page) e

Software Copyright (c) 1996-2013 - Best Case, LLC - www._bestcase.com Best Case Barkruptcy




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main

Document  Page 32 of 44
B6F (Official Form 6F) (12/07) - Cont.
Inre MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7
MICHELLE RENEE BURTON
Debtors
SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS
(Continuation Sheet)
CREDITOR'S NAME 8 Husband, Wife, Joint, or Community g H F
D N[L|s
L e (4 DATE CLAIM WAS INCURRED AND [T |1 |
AND ACCOUNT NUMBER |y B e o M N[0]7| AMOUNT OF cLAIM
(See instructions above.) el : ’ glb]5
N|A
Account No. Business Trade Debt (Affiliate) bl
D
Richardson & Patel LLP
10900 Willshire Bivd., Suite 500 H X| X| X
Los Angeles, CA 90024
271,450.78
Account No. Debt of Business Affiliate
Rick Sanjek
825 19th Ave. South H X|X|X
Nashville, TN 37203
Unknown
Account No. Debt of Business Affiliate
ROAR, LLC
clo Fulton & Meyer H X[ X|X
17530 Venture Blvd.
Suite 201
Encino, CA 91316 Unknown
Account No. Debt of Corporate Affiliate
Robert Penderson
2873 Tolcate H X| X[ X
Salt Lake City, UT 84121
50,000.00
Account No. Business Expense
Silver Meadows Home Owners
Assocciation c X|X|X
PO BOX 1709
Silver Springs, FL 34489-1709
Unknown
Sheetno. 1 heets attached to Schedule of Subtotal
eet no 8 of 24 sheets attached to Schedule o ubtota 321.450.78

Creditors Holding Unsecured Nonpriority Claims

Software Copyright (c) 1996-2013 - Best Case, LLC - www bestcase com

(Total of this page)

Best Case Bankruptcy




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main

B6F (Official Form 6F) (12/07) - Cont.

Document

Page 33 of 44

Creditors Holding Unsecured Nonpriority Claims

Software Copyright (c) 1996-2013 - Best Case, LLC - www_bestcase.com

(Total of this page)

Inre MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7
MICHELLE RENEE BURTON
Debtors
SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS
(Continuation Sheet)
CREDITOR'S NAME g Husband, Wife, Joint, or Community 8 H :)
D N|L|s
O e E o DATE CLAIM WAS INCURRED AND [T |1 |3
AND ACCOUNT NUMBER )] COMDTERATION FORCLAIM. FCLAM [ 1819] 4 nounr OFCLaIN
(See instructions above.) S c IS SUBJECT TO SETOFF, SO STATE. S :3 E
N|A
Account No. Household Services T
D
Silver Springs Bottled Water
PO BOX 926 C X| X
Silver Springs, FL 34489
Unknown
Account No. Debt of Business Affiliate
Southwest M & S Investments
11205 W. Trinity Mills Rd. H X|X|X
Suite 106
Carroliton, TX 75006
Unknown
Account No, Acct:242163 Medical Expenses
Southwestern Medical Center
PO BOX 845347 c
Dallas, TX 75284
418.87
Account No. Medical Expenses
Southwestern Medical Center
PO BOX 3475 C
Toledo, OH 43607
1,647.80
Account No. Debt of Business Affiliate
Spotlight Pranks, LLC
clo Greenberg Traurig H X|X| X
200 Parl Ave.
New York, NY 10166
Unknown
Sheetno. _19 of 24 sheets attached to Schedule of Subtotal
=i 2,066.67

Best Case Bankruptey




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main

B6F (Official Form 6F) (12/07) - Cont.

Document

Page 34 of 44

Inre MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7
MICHELLE RENEE BURTON
Debtors
SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS
(Continuation Sheet)
CREDITOR'S NAME, P N R o T HH
D
mhétgéN!ﬁGAng]é%SDSE E :, DATE CLAIM WAS INCURRED AND ? E; E
AND ACCOUNT NUMBER Tl O TON PR Cha v SSEAIM -y U [T | AMOUNT OF CLAIM
(See instructions above.) R |C > ’ glh 15
N|[A
Account No, Business Trade Debt (Affiliate) TIg
D
Sprocket Networks
c/o John Clutter H X| X|X
2020 Live Oak
Suite 100
Dallas, TX 75201 Unknown
Account No. Business Expense
State Farm
3018 N. Belt Line Rd H x| x
Irving, TX 75062
Unknown
Account No. Debt of Corporate Affiliate
Steve Shun
12278 NW Hibbard Drive H
Portland, OR 97229
50,000.00
Account No. Business Expense
Steven Gummer
9023 Pinewood Dr. H
Dallas, TX 75243
990.00
Account No. Household Services
Terminex
4601 Langland Rd c X
Dallas, TX 75244
Unknown
Sheetno. 20 of 24 sheets attached to Schedule of Subtotal 50.990.00
Creditors Holding Unsecured Nonpriority Claims (Total of this page) YA

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com

Best Case Bankruptcy




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main
Document  Page 35 of 44

B6F (Official Form 6F) (12/07) - Cont.

Inre MICHAEL TRACY BURTON, Case No._13-41669-BTR-7

MICHELLE RENEE BURTON

Debtors
SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

(Continuation Sheet)

CREDITOR'S NAME g Husband, Wife, Joint, or Community 8 H :J
] D N(L|s
B ln L e % DATE CLAIM WAS INCURRED AND [T [ [P
AND ACCOUNT NUMBER T|s|  CONSIDERATION FOR CLAIM. IF CLAM (4 |817 | AMOUNT OF CLAIM
(See i . ole IS SUBJECT TO SETOFF, SO STATE. G|I [E
ee instructions above.) R Elolp
N|A
Account No. Medical Expenses Ll 1!
D
Texas Health Presbyterian
PO BOX 677300 Cc
Dallas, TX 75267
3,078.72
Account No. Debt of Business Affiliate
The O'Donnell Group. Ltd.
P.O. Box 1671 c X[ XX
Addison, TX 75001
Unknown
Account No. Business Expense
TL Thompson & Associates
330 Oaks Trail, Suite 200 c X|X|X
Garland, TX 75043
2,729.88
Account No. Debt of Corporate Affiliate
Trow Appelget & Perry
Orleans Building H
Second floor
21 N. Magnolia Ave
Ocala, FL 34475 3,065.38
Account No. Debt of Corporate Affiliate
Twin Falis LTD
3rd Floor, Montague Sterling Centre H X|X| X
E. Bay St.
Nassau
100,000.00
Sheetno. _21 of 24 sheets attached to Schedule of Subtotal 108.873.98
Creditors Holding Unsecured Nonpriority Claims (Total of this page) T

Software Copyright (c) 1996-2013 - Best Case, LLC - www.besicase.com Best Case Bankruptcy



Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main

B6F (Official Form 6F) (12/07) - Cont.

MICHAEL TRACY BURTON,
MICHELLE RENEE BURTON

Inre

Document

Page 36 of 44

Case No._13-41669-BTR-7

Debtors

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

(Continuation Sheet)

CREDITOR'S NAME,
MAILING ADDRESS
INCLUDING ZIP CODE,
AND ACCOUNT NUMBER
(See instructions above.)

DO-HDIMOOO

Husband, Wife, Joint, or Community

H
w
J
c

DATE CLAIM WAS INCURRED AND
CONSIDERATION FOR CLAIM. IF CLAIM
IS SUBJECT TO SETOFF, SO STATE.

—ZMOZ——HZOO

om-Hcown=9

AMOUNT OF CLAIM

Account No.

XU
PO BOX 650700
Dallas, TX 75265

Utilities

om-=H>»0-Cco—rzc

>

Unknown

Account No.

Universal Systems
2960 Wesley Way
Fort Worth, TX 76118

Unknown

Account No. Acct: 13421839

University Hospital- Lipshy
PO BOX 849927
Dallas, TX 75284

Medical Expenses

1,855.32

Account No. Acct: 6140164-2

University Hospital- St. Paul
PO BOX 849228
Dallas, TX 75284

Medical Expenses

2,128.53

Account No.

UPS
PO BOX 7247-0244
Philadelphia, PA 19170-0001

Debt of Corporate Affiliate

405,311.83

Sheetno. _22 of 24 sheets attached to Schedule of
Creditors Holding Unsecured Nonpriority Claims

Software Copyright (c) 1996-2013 - Best Case, LLC - www bestcase.com

Subtotal
(Total of this page)

409,295.68

Best Case Banknuptcy




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main

Inre

Case No.__13-41669-BTR-7

Document  Page 37 of 44
B6F (Official Form 6F) (12/07) - Cont.
MICHAEL TRACY BURTON,
MICHELLE RENEE BURTON
Debtors

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

(Continuation Sheet)

CREDITOR'S NAME,
MAILING ADDRESS
INCLUDING ZIP CODE,
AND ACCOUNT NUMBER
(See instructions above.)

AO-HLMOOO

Husband, Wife, Joint, or Community

Lo 8 3

DATE CLAIM WAS INCURRED AND
CONSIDERATION FOR CLAIM. IF CLAIM
IS SUBJECT TO SETOFF, SO STATE.

=HZMQZ—-ZOoO0O

Account No. Acct: M73965936

UT Southwestern Medical Service Plan
PO BOX 845347
Dallas, TX 78284

Medical Expenses

omHro-CcoTrzc

om-HCcUw—O

AMOUNT OF CLAIM

2,851.25

Account No.

Verizon
PO BOX 11328
St. Petersburg, FL 33733

Business Expense

Unknown

Account No.

Water Event
2109 Luna Rd, Suite 100
Carroliton, TX 75006

Unknown

Account No.

Work At Home Institute, LLC
PO BOX 2569, Grapevine
Grapevine, TX 76099

Business Trade Debt (Affiliate)

Unknown

Account No.

Worldwide Express
c/o David Otey

732 Lexington Ave
Coppell, TX 75019

Business Trade Debt (Affiliate)

288,000.00

Sheetno. 23 of 24 sheets attached to Schedule of
Creditors Holding Unsecured Nonpriority Claims

Software Copyright (c) 1996-2013 - Best Case, LLC - www bestcase.com

Subtotal

(Total of this page)

290,851.25

Best Case Bankruptcy




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main

Document  Page 38 of 44
B6F (Official Form 6F) (12/07) - Cont.
Inre MICHAEL TRACY BURTON, Case No.__13-41669-BTR-7
MICHELLE RENEE BURTON
Debtors
SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS
(Continuation Sheet)
EARED!TgR‘S NAME, § Husband, Wife, Joint, or Community g E :J
NfL (s
B St E [ DATE CLAIM WAS INCURRED AND [T |1 [
AND ACCOUNT NUMBER 7 s CONSIDERATION FOR CLAIM. IF CLAIM |\ | §|¥ | AMOUNT OF CLAIM
(Sée instactions above.) g c IS SUBJECT TO SETOFF, SO STATE. g E g
A
Account No. Shareholder/Partner Advances L [
D
Worldwide Nutrition Group, Inc
601 Cross Timbers, Suite 118-7716 H
Flower Mound, TX 75028
154,294.00
Account No. Business Expense
XO Communications
14239 Collections Center Drive H X| X
Chicago, IL 60693
Unknown
Account No.
Account No.
Account No.
Sheetno. 24 of 24 sheets attached to Schedule of Subtotal
Creditors Holding Unsecured Nonpriority Claims (Total of this page) 184,204.00
Total
7,065,928.62

Software Copyright (c) 1986-2013 - Best Case, LLC - www.bestcase.com

(Report on Summary of Schedules)

Best Case Bankruplcy




Case 13-41669 Doc 14 Filed 07/29/13 Entered 07/29/13 21:37:01 Desc Main

Document

B6G (Official Form 6G) (12/07)

Inre MICHAEL TRACY BURTON,
MICHELLE RENEE BURTON

Page 39 of 44

Case No. _13-41669-BTR-7

Debtors

SCHEDULE G - EXECUTORY CONTRACTS AND UNEXPIRED LEASES

Describe all executory contracts of any nature and all unexpired leases of real or personal property. Include any timeshare interests. State nature
of debtor's interest in contract, i.e., "Purchaser”, "Agent". etc. State whether debtor is the lessor or lessee of a lease. Provide the names and
complete mailing addresses of all other parties to each lease or contract described. If a minor child is a party to one of the leases or contracts,
state the child's initials and the name and address of the child's parent or guardian, such as "A.B., a minor child, by John Doe, guardian." Do not
disclose the child's name. See, 11 U.S.C. §112 and Fed. R. Bankr. P. 1007(m).

[ Check this box if debtor has no executory contracts or unexpired leases.

Name and Mailing Address. Including Zip Code,

of Other Parties to Lease or Contract

Description of Contract or Lease and Nature of Debtor's Interest.

State whether lease is for nonresidential real property.
State contract number of any government contract.

Bonnie Ansley
1235 S. Prairie Ave.
Unit # 2805
Chicago, IL 60605

David Wright

Metro Works Realty

9500 Ray White Rd., 2nd Floor
Keller, TX 76244

Herbalife International of America, Inc.

800 West Olympic Bivd.
Suite 406
Los Angeles, CA 90015

Worldwide Nutrition Group, Inc
601 Cross Timbers, Suite 118-7716
Flower Mound, TX 75028

0

Lease Agreement - 3804 Hidden Trail, Flower
Mound, Texas

Lease Term: 12 Months

Monthly Rental: $3,000.00

Lease Agreement - 353 Hamilton Street,
Lewisville, Texas 75067

Lease Term: 12 months

Monthly Rental: $1,795.00

Personal Guarantee of corporate distributorship
agreement

Other Contracting Parties: Worldwide Nutrition
Group, Inc.

Date of Agreement: February 29, 2012

Agreement on Repayment of Shareholder
Advances

continuation sheets attached to Schedule of Executory Contracts and Unexpired Leases
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B&H (Official Form 6H) (12/07)

Case No.__13-41669-BTR-7

Inre MICHAEL TRACY BURTON,
MICHELLE RENEE BURTON

Debtors
SCHEDULE H - CODEBTORS

Provide the information requested concerning any person or entity, other than a spouse in a joint case, that is also liable on any debts listed
by debtor in the schedules of creditors. Include all guarantors and co-signers. If the debtor resides or resided in a community property state,
commonwealth, or territory (including Alaska, Arizona, California, [daho, Louisiana, Nevada, New Mexico, Puerto Rico, Texas, Washington, or
Wisconsin) within the eight year period immediately preceding the commencement of the case, identify the name of the debtor's spouse and of
any former spouse who resides or resided with the debtor in the community property state, commonwealth, or territory. Include all names used
by the nondebtor spouse during the eight years immediately preceding the commencement of this case. If a minor child is a codebtor or a creditor,
state the child's initials and the name and address of the child's parent or guardian, such as "A.B., a minor child, by John Doe, guardian." Do not
disclose the child's name. See, 11 U.S.C. §112 and Fed. R. Bankr. P. 1007(m). :

0 Check this box if debtor has no codebtors.

NAME AND ADDRESS OF CODEBTOR NAME AND ADDRESS OF CREDITOR
Worldwide Nutrition Group, Inc. Herbalife International of America, Inc.
250 North Main St. 800 West Olympic Bivd.

Grapevine, TX 76051 Suite 406

Los Angeles, CA 90015

0
continuation sheets attached to Schedule of Codebtors

Software Copyright (c) 1996-2013 - Best Case, LLC - www.bestcase.com Best Case Bankruptcy
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Bé61 (Official Form 61) (12/07)
MICHAEL TRACY BURTON
Inre  MICHELLE RENEE BURTON Case No. 13-41669-BTR-7

Debtor(s)

SCHEDULE I - CURRENT INCOME OF INDIVIDUAL DEBTOR(S)

The column labeled "Spouse" must be completed in all cases filed by joint debtors and by every married debtor, whether or not a joint petition is
filed, unless the spouses are separated and a joint petition is not filed. Do not state the name of any minor child. The average monthly income

calculated on this form may differ from the current monthly income calculated on Form 22A, 22B, or 22C.

Debtor's Marital Status: DEPENDENTS OF DEBTOR AND SPOUSE
RELATIONSHIP(S): AGE(S):
Separated None.
Employment: DEBTOR SPOUSE
Occupation Manager
Name of Employer Worldwide Nutrition Group, Inc.
How long employed 17 months
Address of Employer 601 Cross Timbers
Suite 126
Flower Mound, TX 75028
INCOME: (Estimate of average or projected monthly income at time case filed) DEBTOR SPOUSE
1. Monthly gross wages, salary, and commissions (Prorate if not paid monthly) $ 12,000.00 $ N/A
2. Estimate monthly overtime $ 0.00 $ N/A
3. SUBTOTAL $ 12,000.00 $ N/A
4. LESS PAYROLL DEDUCTIONS
a. Payroll taxes and social security b 4,000.00 $ N/A
b. Insurance $ 0.00 3 N/A
¢. Union dues $ 0.00 § N/A
d. Other (Specify): S 0.00 5 N/A
$ 0.00 $ N/A
5. SUBTOTAL OF PAYROLL DEDUCTIONS $ 4,000.00 $ N/A
6. TOTAL NET MONTHLY TAKE HOME PAY $ 8,000.00 $ N/A
7. Regular income from operation of business or profession or farm (Attach detailed statement) $ 0.00 $ N/A
8. Income from real property $ 0.00 $ N/A
9. Interest and dividends $ 0.00 b N/A
10. Alimony, maintenance or support payments payable to the debtor for the debtor's use or that of
dependents listed above $ 0.00 $ N/A
11. Social security or government assistance
(Specify): § 0.00 $ N/A
§ 0.00 $ N/A
12. Pension or retirement income § 0.00 § N/A
13. Other monthly income
(Specify): Bonuses (Estimated) - WWNG $ 5,000.00 $ N/A
5 0.00 $ N/A
14, SUBTOTAL OF LINES 7 THROUGH 13 $ 5,000.00 $ N/A
15. AVERAGE MONTHLY INCOME (Add amounts shown on lines 6 and 14) $ 13,000.00 $ N/A
16. COMBINED AVERAGE MONTHLY INCOME: (Combine column totals from line 15) $ 13,000.00

(Report also on Summary of Schedules and, if applicable, on
Statistical Summary of Certain Liabilities and Related Data)

17. Describe any increase or decrease in income reasonably anticipated to occur within the year following the filing of this document:
Debtor expects to take one-time charge against ordinary income of $50,00.00 in payment of shareholders advances.
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B6J (Official Form 6J) (12/07)
MICHAEL TRACY BURTON
Inre MICHELLE RENEE BURTON Case No. 13-41669-BTR-7

Debtor(s)

SCHEDULE J - CURRENT EXPENDITURES OF INDIVIDUAL DEBTOR(S)

Complete this schedule by estimating the average or projected monthly expenses of the debtor and the debtor's family at time
case filed. Prorate any payments made bi-weekly, quarterly, semi-annually, or annually to show monthly rate. The average monthly
expenses calculated on this form may differ from the deductions from income allowed on Form 22A or 22C.

B Check this box if a joint petition is filed and debtor's spouse maintains a separate household. Complete a separate schedule of
expenditures labeled "Spouse."

1. Rent or home mortgage payment (include lot rented for mobile home) $ 1,795.00
a. Are real estate taxes included? Wes: . No_X
b. Is property insurance included? Yes No X
2. Utilities: a. Electricity and heating fuel $ 300.00
b. Water and sewer $ 50.00
c. Telephone $ 300.00
d. Other Gas $ 50.00
3. Home maintenance (repairs and upkeep) $ 48.00
4. Food $ 500.00
5. Clothing $ 200.00
6. Laundry and dry cleaning $ 0.00
7. Medical and dental expenses h) 250.00
8. Transportation (not including car payments) 5 0.00
9. Recreation, clubs and entertainment, newspapers, magazines, etc. $ 200.00
10. Charitable contributions $ 0.00
I 1. Insurance (not deducted from wages or included in home mortgage payments)
a. Homeowner's or renter's $ 130.00
b. Life $ 2,500.00
c. Health $ 0.00
d. Auto b 108.00
e. Other Trust $ 500.00
12. Taxes (not deducted from wages or included in home mortgage payments)
(Specify) $ 0.00
13. Installment payments: (In chapter 11, 12, and 13 cases, do not list payments to be included in the
plan)
a. Auto $ 0.00
b. Other $ 0.00
c. Other 5 0.00
14. Alimony, maintenance, and support paid to others 3 0.00
15. Payments for support of additional dependents not living at your home $ 0.00
16. Regular expenses from operation of business, profession, or farm (attach detailed statement) $ 0.00
17. Other $ 0.00
Other $ 0.00
18. AVERAGE MONTHLY EXPENSES (Total lines 1-17. Report also on Summary of Schedules and, | § 6,931.00
if applicable, on the Statistical Summary of Certain Liabilities and Related Data.)
19. Describe any increase or decrease in expenditures reasonably anticipated to occur within the year
following the filing of this document:
20. STATEMENT OF MONTHLY NET INCOME
a. Average monthly income from Line 15 of Schedule I $ 13,000.00
b. Average monthly expenses from Line 18 above $ 13,921.00
c. Monthly net income (a. minus b.) $ -921.00
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B6J (Official Form 6J) (12/07)
MICHAEL TRACY BURTON
Inre MICHELLE RENEE BURTON CaseNo.  13-41669-BTR-7

Debtor(s)

SCHEDULE J - CURRENT EXPENDITURES OF INDIVIDUAL DEBTOR(S)

(Spouse's Schedule)
1. Rent or home mortgage payment (include lot rented for mobile home) $ 3,300.00
a. Are real estate taxes included? Yes No_X
b. Is property insurance included? Yes No_X
2. Utilities: a. Electricity and heating fuel $ 450.00
b. Water and sewer $ 0.00
c. Telephone $ 400.00
d. Other Gas $ 60.00
3. Home maintenance (repairs and upkeep) $ 0.00
4. Food $ 400.00
5. Clothing $ 100.00
6. Laundry and dry cleaning $ 0.00
7. Medical and dental expenses $ 250.00
8. Transportation (not including car payments) b 150.00
9. Recreation, clubs and entertainment, newspapers, magazines, etc. § 200.00
10. Charitable contributions h) 0.00
11. Insurance (not deducted from wages or included in home mortgage payments)
a. Homeowner's or renter's $ 0.00
b. Life $ 965.00
c. Health $ 0.00
d. Auto $ 0.00
e. Other $ 0.00
12. Taxes (not deducted from wages or included in home mortgage payments)
(Specify) $ 0.00
13. Installment payments: (In chapter 12 and 13 cases, do not list payments to be included in the plan.)
a. Auto S 525.00
b. Other $ 0.00
c. Other $ 0.00
14. Alimony, maintenance, and support paid to others $ 0.00
15. Payments for support of additional dependents not living at your home b 0.00
16. Regular expenses from operation of business, profession, or farm (attach detailed statement) $ 0.00
17. Other Alarm (ADT) $ 50.00
Other _Pool Service 3 140.00
18. AVERAGE MONTHLY EXPENSES (Total lines 1-17. Report also on Summary of Schedules and, | $ 6,990.00

if applicable, on the Statistical Summary of Certain Liabilities and Related Data.)

19. Describe any increase or decrease in expenditures anticipated to occur within the year following the
filing of this document:
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B6 Declaration (Official Form 6 - Declaration). (12/07)
United States Bankruptcy Court
Eastern District of Texas

MICHAEL TRACY BURTON
Inte  MICHELLE RENEE BURTON Case No.  13-41669-BTR-7

Debtor(s) Chapter 7

DECLARATION CONCERNING DEBTOR'S SCHEDULES

DECLARATION UNDER PENALTY OF PERJURY BY INDIVIDUAL DEBTOR

I declare under penalty of perjury that [ have read the foregoing summary and schedules, consisting of
43 sheets, and that they are true and correct to the best of my knowledge, information, and belief.

Date July 29, 2013 Signature /s/ MICHAEL TRACY BURTON
MICHAEL TRACY BURTON
Debtor

Date July 29, 2013 Signature /s/ MICHELLE RENEE BURTON
MICHELLE RENEE BURTON

Joint Debtor

Penalty for making a false statement or concealing property: Fine of up to $500,000 or imprisonment for up to 5 years or both.
18 U.S.C. §§ 152 and 3571.

Software Copyright (c) 1996-2013 Best Case, LLC - www.bestcase.com Best Case Bankruptcy



Michael Burton




Who is Michael Burton?

Michael & Michelle Burton - USA

Like other senior Herbalife
distributors, Burton often emphasizes
his humble beginnings.

He and his wife Michelle tell recruits
they owned a chain of automobile
dealerships and lost everything after
the financial crisis.

“We were heavily in debt and had no
idea what the future would hold. . ..
We followed the [Herbalife] business
model and duplicated what works.
Now we live the life of our dreams,
thanks to Herbalife.”

Michael and Michelle Burton owned a chain of automobile dealerships, but lost everything when the economy took a downturn.
“We were heavily in debt and had no idea what the future would hold,” Michael recalls. Then, they were introduced to Herbalife
and realized it was exactly what they were looking for. “We followed the business model and duplicated what works,” Michael

says. “Now we live the life of our dreams, thanks to Herbalife.

N

About Michael

Michael began his career in business at the age 27 when things were financially at
rock bottom. Being introduced to the Network Marketing industry at that time
changed his life, Just two short years of learning and building his business allowed
him to quit his job to pursue the industry full time! He has now built a Multi-Million
dollar Networking business, which has allowed him to pursue other investment and
business ventures. He also now travels around the country teaching and training
others to have success in business as well. Now, with Michael becoming one of the
most powerful Success Coaches in the world today, he is also in the process of
writing his first book on achieving success. Michael is definitely an individual that
the world will hear more from!

“Michael began his career in business at the
age 27 when things were financially at rock
bottom. ... He now has built a Multi-Million
dollar Networking business . ...



Who is Michael Burton?

2009 2010
Executive 15K Senior Executive
President’s Team President’s Team

Michael Burton
Executive President's Team Member




Burton Pretends He Rose to the Top by
Selling Herbalife Products
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How Did Burton Really Get to the Top?

* Burton controls the lead generation and online Merelle Worldwide
recruiting business called Merelle Worldwide.

* Merelle Worldwide owns the trademark “LineLogix.”
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From left to right: Dan Waldron (“Work From Home!”, The 2-4-1- Plan), Eric Do
(“Chief architect” of Linelogix), Dan Penick (former LinelLogix Director of
Operations, Merelle Worldwide Business Operations Manager), Michael Burton



LineLogix “Powers” Numerous
Lead Generation Websites

The following websites state (or stated) that they are “Powered by LinelLogix”:

4incomeathome.com buddyupncww.com ez101biz.com jhphomebiz.us
amdhomebusiness.com carolinanutrition.net fromhomeopportunity.com wfhinternational.com
bbhonlinebiz.com dallassts.com gatewaytowealth.com linelogixtraining.com
bestwebbiz.com earn-extra-income.ws | genasmission4success.com lovethiswork.com
bizathome.us eteampro.com yourhomebasedincome.com ncwwresources.com
bskhomebiz.com excitingbiz4you.com incomeathome1000.com nutritionclubsworldwide.com
nutritionclubsworldwide.net | onlinesystem241.com rewardinglifestyles.com slimhealthyandfit.com
tenpoundsiniweek.com thephoenixsts.com usafreedomonline.com westernhealthandwealth.com




LineLogix “Powered” a Lead Generation Business
Called “Nutrition Clubs Worldwide”

Nutritionedz b7

Worldwide

Three Easy Steps

Prospects go to your
website and register

= F

+/ Send prospects to your lead generating
website to view a persuasive presentation

+ Our tracking tools notify you of every visitor

Core Features

Customer | Prospect Manager
d oL

Store prospe
one nandy spot.

Ustomer informaton in

Member Login :

HOME

w/ Once a prospect is in
©  your system, we help
n M you turn them into a
Retailer

+/ Use our custom phone scripts to follow up
with warm leads and tum them into
customers or Retailers

/' Organize yourself like a CEQ. Our calendar
system schedules and notifies you (and
your prospect) of appointments

2 Marketing Website
11'[3 Profe:

that p

ting wabsites
nd presant for you 24/7

HOW IT WORKS

WHAT YOU

 Send prospects to your lead generating
website to view a persuasive presentation

When your prospect
enrolls as a Retailer,
we run them through
our state of the art
training.

+/ When you sign up a new Retailer, you can
send them through a full training course at
the push of a button. Watch your team sell
more and your commissions grow.

Tracking & Reports

All the business

Main Features

Persuasive Lead
* . Capture Pages

These web pages act as a sales and recruiting team who
persuade people to listen to your presentation and

business information. This means no more cold calling




Burton Promotes an Online Recruiting Business
Called “Global Home Business System”

Burton’s lavish income claims are bogus.

“We understood that there was a system and that
it was duplicate-able and we had a coach and we
had a mentor and we got really excited and we
got started and | tell you, it has been
unbelievable for us over the last 9 years. Just
after the six months in the business, our income
was over $6,000 a month, and by the eleventh
month in the business, we were over $12,000 a
month.... It’s just gotten incredible since then as
well. After 16 months in the business, we were
over $25,000 a month and that number’s
staggering—the type of lifestyle you can have
with that income. And since then, the income’s
doubled, tripled and quadrupled, it’s just been
absolutely exciting. And over the last 9 years, we
have made millions, we have been paid millions
of dollars for doing this business. And what |
know, you can have the same opportunity as we
had.”

-Michael Burton, 2007-2008



Burton Also Promotes Nutrition Clubs

e Burton is an owner of Nutrition Addiction, which operates a network of Herbalife
Nutrition Clubs.

* These nutrition clubs recruit new Herbalife distributors by telling them they can
make money as weight loss challenge coaches.

We are looking for Weight
Loss Challenge Coaches.

Would you like to make an
extra $500 - $1500/month
working 1 or 2 evenings
per week?

FUELED BY @ HERBALIFE

We will give you all
necessary training,
contact us for details.




Burton Emphasizes Recruiting through Nutrition Clubs

“Sharing with you guys a little bit about mine
and my wife’s incredible Herbalife journey over
the last fourteen years, and really what we’re
doing in American right now that’s really
working . ...

“Very excited to share what we’re doing here in
America in our Nutrition Clubs . ... We call it
‘social marketing.” All of those things we're
doing to drive the business every day, to create
more new customers, and create more new
distributors, and health coaches and wellness
coaches on our team. So things are out of
control here in the United States. ...

“It’s great times at Herbalife right now. Better
times than ever.”

-Video posted to YouTube in July 2012, before Burton’s
trip to Croatia and Slovenia

10



Burton Organizes Lavish Events for
His Distributor Organization

Bur’ron Orgumzuhon

[ Register Now 1 ]

Cruise was scheduled on October 17, 2012,
two days prior to Herbalife Extravaganza.

Cruise attendees required to attend
Herbalife Extravaganza and be part of the
Burton Organization (either downline or
upline).



Burton’s Public Image Is Designed to
Project Wealth and Success

12



The Reality

2005: $528,320.64 federal tax lien filed against
Burton in Florida

2008: Mortgage on Burton’s residence at 6192
North East 72" Street Place in Silver Springs,
Florida is foreclosed upon — principal outstanding
balance: $949,693

2013: three federal tax liens filed in Texas against
Burton and his wife for the tax years 2004 to 2009
— total owed: $1,155,073.72

2013: 516,138 federal tax lien filed against
Merelle Worldwide

2013: Burton and his wife file for personal
bankruptcy with total liabilities of $7.1 million
and total assets of only $74,000

Burton tells recruits he has made “millions of dollars” as an Herbalife
distributor, but the truth is that he is more than $7 million in debt.



Herbalife’s Response to Burton’s Misconduct

 What has Herbalife done to halt the predatory and deceptive conduct of
Burton through Merelle Worldwide, LineLogix, Global Home Business
System and Nutrition Addiction?

NOTHING

* Instead, Herbalife holds Burton out as the paradigm of a successful
distributor.



Herbalife Promotes Burton as the
Personification of Success

&) HERBALIFE

Congratulations Qualifiers of

Michael & Michelle Burton - USA

Michael and Michelle Burton owned a chain of automobile dealerships, but lost everything when the economy took a downturn.
“We were heavily in debt and had no idea what the future would hold,” Michael recalls. Then, they were introduced to Herbalife
and realized it was exactly what they were looking for. “We followed the business model and duplicated what works,” Michael

says. “Now we live the life of our dreams, thanks to Herbalife."*

In May 2012, Herbalife congratulated
Burton as a “Distributor on the Rise.”

15



Herbalife Promotes Burton as the
Personification of Success

* In August 2012, Herbalife featured AFRICAN-AMERICAN RECRUITING Tour 2012

Burton as a speaker on its African- Bu [ Id YOUI‘ S
American Recruiting Tour. Commun|ty zba'i'f?

Raleigh-Durham Alrport/Brier Creek

Encourage healthy living in your community while building 8001 Arco Corpaorate Dr.
your business. Attend our African-American Recruiting Tour Raleigh, NC, 27617
this August. Invite your family and friends to izam about 918-572-2200

Herbafife's innovative, science-based nufrition products, as well
as the amazing business opportunity behind them. Our experis
will show how you can make a significant impact in the African-
American community, In both health and financial success.

spanish transiation will be available

al all evenis

SPEAKER

Michael Burton
Senior Executive
President’s Team Member 15K

in the 1800s, Michasl and Michelie Burton owned a chan of automobie
dealerships, but lost everything when the economy took a tum for the worsa,
"We were foroed 1o close and file bankruptey,” Michasl recalls. "Those were
iough days. We were heavily n debt and had no ides what the future would hald”
Fortuniately, they were introduced te Herbalife during that chabenging time, and
raalized it was exacty what they were looking for. “We followed the business
model and duplcated what works,” Michagl says. *It's great to se= your diligence
pay off into such a bright future. Herbakfe is our way of Hel™

mw_gmmyuv‘ﬂmummmmw::mmm
s

Events open to all Distributors who purchase a ticket.

Agenda Tickets SKU #D814
BODam-10:00am.  Registration, Advance: $20

Greet Guests {Pemiiabie uril five businsss

days prios to the sven)

10:00 am~11:30 am.  Herbalife Opportuni

Meeting (HOM) = At the Door: $30
(i Boam iR - Sk Sinek SIS
12:00 pm-6:00 prm.  Training ER EE i
5:00 p.m.~8:00 p.m. Mixer for _’_;' aule 4 - “Free schmission for gussts sppliss onfy to the HOM.

Purchase your advance tickets today at
HerbalifeEvents.com or by calling 866-866-4744!

0 217 Hntballs intesratined o Americs, Jae. Allrighes renernd LISA. VT 1700 LISEN G712

& HERBALIFE. Nutrition for a better life. -




Herbalife Promotes Burton as the
Personification of Success

2012 Jamalca

Business Meths

S 2 E

et in-depth training on Business Methods that have helped
successful Distributors build robust organizations.

Learn how to include Business Methods such as:

+  Weight Loss Challenges * Social Events

= Nutrition Clubs *  And much, much more

‘This informative tour is sure to inspire you on your way up to the next level!

QUALIFICATION
Open to all Distributors who purchasa a ticket.

SPEAKER:
MICHAEL BURTON

Senior Executive President’'s Team 15K

Tickat sabes arw final - thay mr= nontransfarable asd nonrefondable. Video cameras ars not afowed . Children are
nof perrrrad

calling 866-866-4744!

i e I T M

Q) HERBALIFE.

BATES In the 1330a, Michas| and Michelle Burton owned 2
by T bl darshps, but lost i

August 18 August 19 when the econamy taok a fum for the worse.
MONTEGO BAY KINGSTON ool e
SKU #E935 SKU #E941 ::c& what :?H o looking fer. :L w
The Ritz-Carlton Golf & Spa Resort,  Jamaica Pegasus Hotel Michgel says. “H's great to ses your digence pay
Rose Hall, Jamaica 81 Knutsford Blvd. ofl inko such a bright future. Herbalite is ou way
1 Ritz-Cariton Dr. Kingston 5, Jamaica ok
Rose Hall, St. James 876-926-5199 v :
Jamaica -
876-953-2800

TICKETS
sl $20 Advance
B:00 2M—10:00 &M, coovvvrreerrressseemmrssssmsseses (Avaadail theae (3 business day prise 10 the avent)
9:00 am—10:00 8. .eovoveveceerrcssescnies TAB Team Meeting
000 8m—500 pm. s $30 At the Door

Buy your tickets now by

Nutrition for a better life.

In 2012, Herbalife featured Burton as a

speaker on its Jamaica Business

Methods Tour.
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Herbalife Facilitates Burton’s Misconduct
Featuring Him at Company Events

Europe (EMEA) Extravaganza Barcelona 2012

Burton featured at 2012
Herbalife Extravaganza in
Barcelona, Spain
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Herbalife Facilitates Burton’s Misconduct
Featuring Him at Company Events

Burton featured at an event in
Jacksonville, Florida in 2012.

In the 19905, Michacl and Michelle Burton
owned & chain of automobile dealerships, bt
lost everything when the economy took 2 turn
for the worse. “We were forced fo closs and
file banknpiey” Michael recalls, “Those were
tough days. We were heavily in debt and had no
idea what the flure would hold.” Fortunately,
they wore mtroduced to Herbalife during that
challenging time, and realized it was exactly what
ey were looking for. “We followed the business
‘model and dupiicated what works.” Michael says.
“it's great fo see your diigence pay off info such a
bright ftura. Herbalife is ourway of Ife!™

Hyatte Regency Jacksonvilie Riverfront
225 East Coastine Drive, Jacksonville, FL 32202 » 904-588- 1234

Darvid Hayes worked a5 a bandscaper by day and
aspiring mesican by night. A friend recommendad
Herbalile® products and after David expenienced
postve results, ho shared the products with his
family and friends. He apemed 3 Nubrition Club as.
poople wore making New Yoar's resolations to
impeove their wellness, His cestomers’ posifive
reauity foeled Duvids busmess. Mow, he hes
achseved hiz dresm of improving his music caresr,
i weliness and his mcame. He shares: “By fighting
for other people’s dreams, we in fact put curselves.
‘within reach of cur own dreams!™

prive 5

PURCHASE YOUR
ORB

FEEVENTS,COM

T fckty it ot Tnftiutorstic. Tkt sghes

Wil canare

y e
Divick on ere net partaaed. pheted pror i the Oy of e e

/) HERBALIFE.

©2017 et Imerrtions of e, bue AT gees ressvel UG 1 TR -UBN GWTF

JACKSONVILLE, FL \-M/
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Herbalife Facilitates Burton’s Misconduct
Featuring Him at Company Events

* Orange County, CA
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Burton featured at Herbalife
event in Orange County,
California in January 2013
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SULLIVAN & CROMWELL LLP

TELEPHONE: 1-212-558-4000
FACSIMILE: 1-212-558-3588 126 PBroad Sireet
WWW,.SULLCROM.COM
New York, NY 10004-2498
LO8 ANGELES » PALO ALTO » WASHINGTON, D.C.
FRANKFURT » LONDON * PARIS
BEIJING * HONG KONG * TOKYO
MELBOURNE * SYDMNEY
October 29, 2013
Via FedEx

Lois C. Greisman, Esq.,
Associate Director, Division of Marketing Practices,
Federal Trade Commission — Bureau of Consumer Protection,
600 Pennsylvania Avenue, N.W.,
Washington, D.C. 20580.

Re:  Herbalife
Dear Lois:

[ write on behalf of our client Pershing Square Capital Management, L.P.
(“Pershing Square”) to provide you with a memorandum describing an ongoing
investigation being conducted at the direction of Pershing Square into Herbalife’s
deceptive recruiting practices, as well as a disc of supporting materials that are referenced
in that memorandum.

I also enclose another memorandum regarding an investor alert issued by
the Securities & Exchange Commission on October 17, 2013, which describes ways to
distinguish a legitimate multi-level marketing firm from an illegal pyramid scheme. In
our view, Herbalife displays all seven hallmarks of a pyramid scheme that are listed in
the Commission’s investor alert.

Yours sincerely,

gt

Steven L. Holley

(Enclosures)



THE dMk TEAM: A CASE STUDY IN
DECEPTIVE HERBALIFE RECRUITING

This memorandum analyzes materials which show, among other things,
that businesses associated with senior Herbalife distributors, including at least one
member of Herbalife’s board of directors, continue to promote the predatory practice of
lead generation, despite Herbalife’s purported ban on that practice.' These materials,
which are enclosed with this memorandum, also illustrate more generally the deceptive

manner in which unsuspecting recruits continue to be lured into the Herbalife scheme.

L Background

On October 4 and October 6, 2013, an undercover investigator posing as a
potential Herbalife recruit named “Sam” participated in two calls with Herbalife
distributor Kari Taylor and her “coach” Joe Kirkendoll. During those calls, Taylor and
Kirkendoll attempted to recruit Sam as an Herbalife distributor and persuade her to join
the “dMk Team,” which is associated with Herbalife Millionaire Team members David
and Karen DeSaegher.” In addition to making various representations to Sam over the
telephone, Taylor and Kirkendoll also directed Sam to a website associated with the dMk

Team, www.96billion.com, where she downloaded a “workbook” purporting to describe

the business opportunity being offered by Herbalife and the dMk Team (the “dMk Team
Workbook” or “Workbook™).

After the October 4 and October 6 calls, Sam agreed to sign up as an
Herbalife distributor and to become a member of the dMk Team. The dMk Team

' Herbalife supported lead generation as early as 2001, when then-President of Herbalife
Francis X. Tirelli sent a memorandum (a copy of which is enclosed) to members of
Herbalife’s President’s Team stating that Lead Generation was “[o]ne of our greatest
opportunities” and that “Herbalife is committed to take full advantage of all the collective
innovative and creative solutions in the marketplace with respect to Lead Generation
Systems.” Many senior Herbalife distributors in the President’s Team, Chairman’s Club
and Founder’s Circle have profited handsomely from the practice of lead generation for
at least a decade.

2 The “d” and “k” refer to David and Karen DeSaegher, respectively, and the “M” refers
to Mark Hughes, Herbalife’s founder.



requires its new members to proceed through a series of “steps,” in which, among other
things, they purchase access to various business tools and lead generation systems.
Additional information about the dMk Team may become available as Sam proceeds

through the dMk Team’s required steps.

Upon signing up, Sam paid $399 for access to an account shared among

members of the dMk Team on the website www.fssebc.com, which is operated by Doran

Andry’s Financial Success System (“FSS”), and individual accounts with the dMk Team

websites www . 96billion.com and www.dmktrillion.com. She also received a small

package of Herbalife products. Sam was also required to pay $499 for an individual

account on the website www.myobsoffice.com, which is operated by Shawn Dahl’s

Online Business Systems (“OBS”).> On October 10, Sam downloaded from the OBS
website an audio recording of a conference call during which Phil Keogh, a senior
distributor involved with OBS, discussed the history of OBS and recent tensions between

Shawn Dahl and the management of Herbalife (the “Keogh Recording”).

To date, Sam has not been able to purchase leads, but she has been
encouraged to do so, and she has been charged substantial amounts of money to join a
system that is supposed to allow her to purchase leads. This investigation is ongoing, and

additional materials may become available as the investigation proceeds.

Enclosed with this memorandum is a disc containing the dMk Team
Workbook, recordings of the October 4 and October 6 calls,* screenshots of the OBS
website, and the Keogh Recording. Among other things, these materials confirm that
new Herbalife distributors are recruited into the Herbalife scheme by means of promises
that even the financially unsophisticated can earn passive income for life through systems

developed by more senior distributors. These systems rely on the efforts of those that

* Sam was pressured to “upgrade” her OBS account for $100 plus an $80 monthly fee.

* The undercover investigator who recorded the October 4 and October 6 calls was
located at the time in New Jersey, which permits surreptitious recording of telephone
calls with the consent of one party to the call. N.J. Stat. Ann. § 2A:156A-4(d).
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distributors recruit into the scheme, thus confirming that the Herbalife business
opportunity is an “investment contract” under SEC v. W.J. Howey Co., 328 U.S. 293
(1946). The marketing and promotion of that investment contract is deceptive in many

ways.

The enclosed materials are remarkable in a number of respects, as

discussed in the following sections of this memorandum.

II. Herbalife’s Recent Rule Changes Are Ineffective and the Promotion of Lead
Generation Continues.

The enclosed materials demonstrate that the promotion of lead generation
continues despite Herbalife’s purported ban on that practice. By way of background,
until recently, Herbalife required all third-party sellers of business methods, including
lead generation systems, to be registered with Herbalife. In order to register, the
sponsoring distributor was required to provide Herbalife with a letter from legal counsel
describing, among other things, the business method’s “content, method of operation,
advertising and promotion and terms of sale and use.” (Herbalife Sales & Marketing
Plan at 91.) As a result of these registration requirements, Herbalife was made aware that
members of its Founder’s Circle and Chairman’s Club own and/or operate lead
generation systems. In addition, if Herbalife was enforcing its own registration
requirements, it was also aware of the recruiting tactics being engaged in by these lead
generation systems—which, as Pershing Square has shown in the past, are highly

misleading and rely on exaggerated earnings claims.

On April 5, 2013, under intense scrutiny of its business practices from
Pershing Square and others, Herbalife revised its longstanding policy on lead generation
and now purports to prohibit the sale or purchase of leads altogether. This change in
policy did not include an enforcement mechanism of any kind, which Herbalife should
have known would be necessary if it truly wanted to halt a practice as lucrative and well-
established as lead generation. Shortly after announcing its supposed ban on lead
generation, Herbalife attempted to wash its hands of the practice altogether. On June 18,

2013, Herbalife announced that the company “will no longer require registration of
3



Business Tools,” including lead generation systems, in light of “the potential exposure to
Herbalife.” This is willful blindness on Herbalife’s part because it knows—or could

easily discover—that lead generation systems remain in operation.

The enclosed materials demonstrate that, despite Herbalife’s announced
rule changes, new distributors continue to be recruited into the Herbalife scheme—and
pressured to invest thousands of dollars or more—through promises that they can make
large amounts of money with little effort through lead generation. For example, the dMk
Team Workbook encourages new recruits to pay $500 for access to a “Multi-Million-
Dollar Automated ‘Turn-Key’ Radio & Television Advertising Internet & MAIL
ORDER Recruiting System!!” and a “Private Personal Lead Store, Unlimited Access to
Exclusive Decision Packs Leads + CML Leads generated from the Radio & T.V.
Commercials/Infomercials.” (Workbook at 3.) These are precisely the sorts of leads
Pershing Square has described in the past, the vast majority of which prove to be
worthless because the persons who have provided their contact details (and, in some
instances, credit card information) in order to become “leads” have no interest in
becoming Herbalife distributors once they realize that Herbalife is the business

opportunity being promoted.

During the October 4 call, Kirkendoll told Sam that “[w]e have something
called a lead system. OK? Once again, you’re gonna learn all the different ways to
attract people to you so you don’t have to go looking for people. OK? And that’s the
beauty of what we have here, people will come right in—we have a system where people
come right into your computer.” (Oct. 4 Recording at 18:13-29.) During the same call,
Kirkendoll told Sam that “we’re pretty lucky because should you join you'll be a part of
Herbalife the Company but you’ll also be a part of a system called OBS, that’s called
Online Business Systems.” (Oct. 4 Recording at 33:48-58.) Kirkendoll explained that

“[w]hat’s really unique about being a part of OBS is that we have a system where leads

> In making this statement, Herbalife conceded both the predatory nature of lead
generation and Herbalife’s potential liability for that practice.
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come right into our computer” and “they will also bring their credit card with them when
they come in, meaning you will open your computer and there will be Sally Smith and
her credit card, she’s waiting on you to give her a call. So, pretty unique.” (Oct. 4
Recording at 34:04-59.) Note that there is no mention of selling weight loss powder or

any other Herbalife products; this is all about recruitment.

Further, Kirkendoll told Sam that by participating in lead generation she

could earn thousands of dollars a month:

“What’s exciting about the lead system is this. We’ve done
all the numbers . . ., 500 DVDs into the mail, 500 DVDs—
and you’ll begin to see a lot of this stuff in the workbook
by the way—500 DVDs into the mail will get you $5,000 a
month for the rest of your life.”

(Oct. 4 Recording at 39:14-39.) Of course, the notion that putting S00 DVDs containing
recruiting videos in the mail is all that is required to generate $5,000 of what Doran
Andry calls “passive residual income” for the rest of a distributor’s life is preposterous,

and such a claim is emblematic of the deceptive nature of lead generation.

During the October 6 call, Kirkendoll made similar statements, telling
Sam that (i) her ability to participate in a lead generation system “mean(s] you don’t have
to go out and try to find retail, you don’t have to do any of that stuff” (Oct. 6 Recording
at 27:46-57), (ii) by sending out 500 Decision Packs per month she could generate
*$5,000 a month for the rest of your life” (Oct. 6 Recording at 28:43-50), and (iii) if she
agreed to participate, “as many credit cards as you want will be coming in your
computer” (Oct. 6 Recording at 45:51-54). When Sam indicated some interest in
participating in a lead generation system, Kirkendoll responded, “[T]hat’s all that I do,
that’s all Kari do[es], and that’s all everybody’s doing.” (Oct. 6 Recording at 1:06:14-
39.) Such candor about the recruiting focus of the Herbalife scheme stands in stark
contrast to Herbalife’s insistence that it is a consumer products company focused on

making retail sales.



Screenshots of the OBS website, to which Sam bought access through the
dMk Team, feature a “Recruiting” tab that appears to track, among other things, the

6 a distributor has shipped and the number of “Call Me

number of “Decision Packs
Leads” available. Additionally, the OBS website offers bundles of Decision Packs for

sale.” Thus, it appears that Herbalife distributors are still purchasing leads and recruiting
materials from OBS,* despite an express instruction from Herbalife that they not do so.”
Given the ease with which Herbalife could confirm this fact, its purported ignorance of
what senior distributors like David and Karen DeSaegher are doing is akin to Captain

Renault’s famous line in the movie Casablanca: “I am shocked—shocked—to find that

gambling is going on in here.”

The Keogh Recording is not entirely clear with respect to the current
relationship between Herbalife and OBS. On the one hand, Keogh acknowledges that
senior distributors in his upline who were involved with OBS were suspended by
Herbalife on December 27, 2012 (one week after Pershing Square’s December 20, 2012
presentation, which featured numerous screenshots of OBS marketing and training

materials). (Keogh Recording at 40:55-41:24.) Keogh states that those distributors were

S “Decision Packs” are promotional materials that distributors send to leads they are
attempting to recruit into the Herbalife scheme. The Decision Packs encourage
prospective recruits to become wealthy as independent business owners, but they
generally do not mention Herbalife.

’ Notably, the OBS store also sells materials that explain how Herbalife distributors can
minimize their tax burden. Pershing Square has not evaluated whether the advice being
provided to distributors about ways to reduce their taxes is legitimate or is instead
encouraging distributors to engage in tax fraud.

%In addition, during calls with David and Karen DeSaegher, Sam was told that members
of the dMk Team also use FSS to purchase leads. Sam has not yet been provided access
to the lead generation components of FSS, which is run by Chairman’s Club member
Doran Andry.

?On February 14, 2013, Herbalife issued a notice informing distributors that OBS and
Centurion Media Group, another business operated by Shawn Dahl which operated two
OBS websites and hundreds of other websites affiliated with Dahl’s businesses, were no
longer registered providers of “leads or advertising.”
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later “reinstated™ by Herbalife, but he claims that Shawn Dahl continued to be “kicked
and beaten” by the company. (Keogh Recording at 41:24-42:15.) Further, Keogh
describes a divergence of interests between Herbalife and the leadership of OBS with
respect to business methods, as Herbalife emphasizes nutrition clubs and OBS continues
to emphasize lead generation. (Keogh Recording at 8:19-9:17.) On the other hand,
Keogh indicates that OBS members continue to order Herbalife products from the
company (Keogh Recording at 25:17-19),'? that “Herbalife knows all about this” (Keogh
Recording at 24:16-26), and that “[t]here were meetings this week with the president of
Herbalife, all is good” (Keogh Recording at 24:27-31). In any event, Taylor and
Kirkendoll repeatedly told Sam that dMk Team Members—who are Herbalife

distributors—purchase recruiting leads through OBS."!

In short, the predatory practice of lead generation continues despite
Herbalife’s touted “Build It Better” campaign. Herbalife’s new policies concerning lead
generation are window dressing designed to deflect criticism of deceptive methods
routinely used by senior Herbalife distributors to lure new distributors into the Herbalife

scheme.

'% Interestingly, Keogh also notes that, “by the way, if there ever was a problem and we
couldn’t keep getting the products that we wanted to, you can always get everything
cheaper on eBay anyway.” (Keogh Recording at 25:23-30.) This underscores what
Pershing Square has been saying for the last ten months—Herbalife products are widely
available on the Internet at prices lower than the supposedly discounted prices at which
Herbalife sells those products to new distributors.

"' Additionally, in explaining his own history with OBS, Keogh refers to “the pre-version
of OBS that attracted us to this industry.” (Keogh Recording at 2:19-48.) Keogh may
have been referring to Global Online Systems (“GOS”), the lead generation business that
was run by Shawn Dahl’s mother-in-law Deborah Stoltz and her sister Marilyn Thom and
was shut down by the Canadian Competition Bureau in 2004. If so, Keogh’s reference to
GOS as a “pre-version of OBS” confirms that OBS is merely a continuation of the
unlawful GOS business under another name.

A



I11. Business Associated with Senior Herbalife Distributors and at Least One
Herbalife Board Member Are Involved in Aggressive Online Recruiting and
Lead Generation.

The recordings of the October 4 and October 6 calls demonstrate the
ongoing involvement of businesses associated with senior Herbalife distributors,
including current Herbalife board member and Chairman’s Club member John Tartol,
former Herbalife board member and current Founder’s Circle member Leslie Stanford,
and current Chairman’s Club member Doran Andry, in aggressive online recruiting and
lead generation. Indeed, the lead generation system being offered to Sam through the
dMk Team was designed by Andry, who continues to promote the system, and is
operated by David and Karen DeSaegher, who are senior members of the downlines of
John Tartol and Leslie Stanford. In other words, lead generation systems like those
promoted by the dMk Team are not operating in obscure outposts beyond the reach of
Herbalife—they are connected to senior distributors at the very top of the Herbalife

pyramid.

A. John Tartol and Leslie Stanford

During the October 4 call, Kirkendoll told Sam that John Tartol would be
one of her “upline people” and invoked his rags-to-riches story in attempting to recruit

Sam:

John Tartol, who was—the landlord was beating on the
roof, “I want my rent!” He and his wife trying to sneak out
the back door, but they didn’t have the rent. OK? Driving
an old Subaru, you know, driving down the freeway, afraid
the tires were gonna to burst ‘cause they were so thin. You
know what I mean? So, but now he makes over $350,000 a
month. So there are gonna be many, many, many, many
stories, you know what I mean, and we just average
people—that’s all this is—who decided that they want life
to change.

(Oct. 4 Recording at 52:40-53:30.) Kirkendoll further stated that Tartol is David
DeSaegher’s “mentor.” (Oct. 4 Recording at 58:04-25.) In subsequent follow-up calls



with Karen and Michael DeSaegher, the DeSaeghers explained that John Tartol is in

David’s upline and Leslie Stanford is in Karen’s upline.

[t is very unlikely that Tartol and Stanford are ignorant of what the
DeSaeghers are doing with the dMk Team. In fact, the dMk Team website to which

Taylor and Kirkendoll referred Sam, www.96billion.com, features photographs of Tartol

and Stanford, as well as Susan Peterson, a member of the Herbalife Founder’s Circle.

The website refers to Tartol, Stanford and Peterson as “Our multi-millionaire U.S.

mentors.”'?

B. Doran Andry
During the October 4 call, Kirkendoll emphasized Andry’s financial
success (Oct. 4 Recording at 19:07-27) and explained that Andry played an instrumental

role in setting up the lead generation system being offered through the dMk Team: "

So Sally Smith comes in with her credit card and all she’s
sayin’ to you is, “Please send me a DVD.” And at that
point she’ll get an extended version of what you’ve already
seen. OK? And that’s Doran, once again, the number one
distributor in North America, laying everything out for
them. So you don’t even have to give the pitch to Sally
Smith.

(Oct. 4 Recording at 35:17-40.) Kirkendoll also told Sam that “Doran invited us to be a

"2 That website can be accessed using the username “Tamwealthy” and the password
“1Prosper.” It is worth spending some time perusing the website because it confirms
what Pershing Square has been saying, namely, that unwitting people are duped into
becoming Supervisors in the Herbalife scheme—often at a cost of more than $3,000—
based on false promises that they can earn thousands of dollars a month in their spare
time with little or no effort. The website is notable in other respects. It includes comical
disclaimers, which appear after pages of outlandish income claims and say things like
“*Special Note* This is not a Lottery Ticket, there is work involved.” The website goes
on to display a mock-up of a trillion dollar bill. In addition, the website includes a
number of outlandish medicinal and nutritional claims about Herbalife products.

" Kirkendoll may have been referring to the lead generation system offered by FSS, to
which Sam does not yet have access.



part of this amazing system” and that “often times David and Karen, they’re on calls with
Doran, and once in a while we’re on calls with Doran.” (Oct. 4 Recording at 1:10:50-

1:11:03:05.)

During the October 6 call, Kirkendoll described in lurid detail Andry’s
responsibility for—and ongoing efforts to promote—the lead generation system being

offered through the dMk Team:

I saw Doran myself, [ saw Doran. Right? I saw this with
my physical eyes. He was walking in the back of a group,
it’s only about 500 people, it’s people who are part of this
lead generating system thing, ‘cause it’s not the whole
Herbalife world. Right? And he actually had a hood on his
head, and he actually started crying. I want you to
understand, here’s a guy who makes $300,000 a month,
he’s sitting in the back row, they got a spotlight on him, he
had a hoodie on his head so nobody knew who he was, and
he took the hood off and he’s talking to us about the lead
system, letting us know our life can change, and he actually
started crying, with tears coming down his eyes. Here’s a
guy, at that very moment, had a Rolls Royce in the lobby of
the hotel, had a Bentley in the lobby of the hotel, and had a
Ferarri in the lobby of the hotel. You know, just in the lo—
I got no idea how they got those cars in there. And what he
said—and he had a $150,000 motorcycle outside, think he
had about two of those outside. And what he said to us,
“Guys, I brought these things here not to show off, not to
show off, but to show you what’s possible.” OK? So
basically, he’s the one that let David [DeSaegher] come
into the lead system, ‘cause a lot of people wanted to come
in, but he didn’t let ‘em in. OK? But David bugged him
for about three months and Doran finally said, “OK, man.
I’ll let you come in.” OK? So that’s what you have a
chance to become part of.

(Oct. 6 Recording at 1:13:43-1:15:12.) Later in the call, Kirkendoll again explained that
lead generation “is something that Doran, Doran, he put together for you, meaning he
orchestrated all of the newspaper—not newspapers, but radio stations, he put all the TV
advertisements together, he put his money—you know, he’s the one that put all of that

together to make this happen for his team.” (Oct. 6 Recording at 1:19:02-22.)
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IV.  New Herbalife Distributors Are Encouraged to Focus on Recruiting.

The enclosed materials leave no doubt about the recruiting focus of the
Herbalife business opportunity. For example, despite formulaic disclaimers that
“Herbalife is a company based on the quality of its health-related products and the use of
these products by its consumer” and that “dMk Team members are reminded that every
Herbalife Distributor should emphasize and focus his or her efforts on the retail sale of
Herbalife products for use by the purchaser” (Workbook at 1), the dMk Team Workbook
tells new distributors that “Position Determines Your Pay” and teaches them that the way
to make money with Herbalife is to qualify for Supervisor immediately and then build a
downline by sending out large numbers of Decision Packs to recruit others into the
scheme (Workbook at 4-11). There is no mention of making money by selling Herbalife

products at retail.

The pressure on new distributors to become supervisors immediately—
often at a cost of $3,000—is pervasive. The Workbook depicts large earnings from
“Royalty Checks coming in” (Workbook at 5) and entices recruits with depictions of
“$SMONEY$ YOU WILL EARN as a SUPERVISOR when you bring-in (Sponsor)
Distributors” (Workbook at 9). The Workbook tells recruits, “If you are planning on
working/doing the Business NEXT month, You Need to Be a Supervisor THIS Month!!!”
(Workbook at 10) and “No Supervisor No Check” (Workbook at 11).

The Workbook explicitly promotes the pyramidal nature of the Herbalife
scheme, asking recruits to “Imagine Sponsoring 3 Distributors who Become
SUPERVISORS & they each Duplicate Your Effort and Sponsor 3 Distributors who
Become SUPERVISORS...and so on Infinite Levels!” (Workbook at 15.) Indeed, the
Workbook invites recruits to play the “Power Recruit Numbers Game.” (Workbook at
18.) Read as a whole, the message conveyed by the Workbook is unmistakable—the
Herbalife business opportunity is not about trying to make money selling weight loss

powder at retail; it is about recruiting new distributors.

-11-



The recordings are even clearer than the Workbook that new distributors
are told to focus on recruiting if they want to make money. During the October 4 call,

Kirkendoll told Sam that “one of the main things that we focus on in OBS is that you

don’t have to focus on retailing.” (Oct. 4 Recording at 35:51-57.) Later in the call,

Kirkendoll was even more direct:

“We mostly focus on recruiting. OK? So, recruiting is
what gets you rich. Recruiting is what gets you rich.
That’s what’s called duplicating yourself.”

(Oct. 4 Recording at 40:36-49.)

“Remember, you get rich from recruiting. You don’t get
rich from retail.”

(Oct. 4 Recording at 59:13-18.) Kirkendoll made similar comments during the October 6
call:

“Your true money is going to come from as people coming
into your business. That’s where the true money is going to
come. As you begin to build a business. As you get
distributors who are excited. That’s where it really—that’s
where the true money comes in, when you begin to
understand the marketing plan.”

(Oct. 6 Recording at 1:35:17-33.) The dichotomy between the Herbalife party line and

the reality of what is going on in the marketplace could not be sharper.

V. New Recruits Are Pressured to Take on Large Amounts of Debt to Qualify
for Supervisor and Recruit Others into the Herbalife Scheme.

Herbalife has said repeatedly that the only purchase required to become an
Herbalife distributor is the purchase of the International Business Pack or mini-IBP. The
Workbook, however, demonstrates that the pernicious practice of encouraging new
distributors to go deeply into debt in order to become a Supervisor continues. Recruits
are encouraged to use “Other People’s Money” to qualify for Supervisor and advance up
the steps of the Herbalife Sales & Marketing Plan, including by applying for multiple
credit cards. (Workbook at 13.) Indeed, the Workbook provides recruits with a list of

potential funding sources and encourages them to “[a]pply to 100 sources in one calendar
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day to help increase the opportunity to obtain the operating capital.” (Workbook at 13.)
The Workbook tells recruits that they should obtain $10,000 to $30,000 in “operating
capital” if they “want to build fast,” and that “$50,000 funding would not be too much.”
(Workbook at 19.)

The pressure exerted by the dMk Team on new distributors to borrow
large sums of money violates Herbalife’s Rule 1-C, revised in May 2013, which purports
to prohibit distributors from going into debt (or encouraging others to do so) in order to
pursue the Herbalife business opportunity. Herbalife knows—or could easily discover—
that Rule 1-C is being ignored on a routine basis by senior distributors like the

DeSaeghers.

The enclosed materials also demonstrate that new distributors are
pressured to incur large amounts of debt in order to recruit others into the Herbalife
scheme. The dMk Team Workbook tells new distributors that the only way to “Duplicate
Your Efforts,” “Create Residual Income” and “Create[] Exponential Growth™ is to send
out at least 500 Decision Packs to so-called “Paid Pack Leads” or “Decision Pack Leads.”
(Workbook at 20-21.) These leads cost $115 each (Workbook at 19), so purchasing 500
such leads requires an investment of “up to $57,500” (Workbook at 21). In addition, the
Decision Packs themselves cost $39.95 each, requiring the new distributor pursuing this
strategy to invest an additional $20,000. (Workbook at 21.) This explains why failed
Herbalife distributors often report having lost tens of thousands of dollars before
dropping out of the scheme. New members of the dMk Team are encouraged to invest
nearly $80,000 just to get started. Indeed, the Workbook goes on to encourage dMk
Team members to quickly get “Another Round of 500+ DP’s out.” (Workbook at 22.)

The Workbook assures distributors that, if they send out 500 DVDs, 75 of
the recipients will sign up as distributors, and 25 of those new distributors will qualify for
Supervisor immediately. (Workbook at 20.) The Workbook also assumes that
distributors pursuing this strategy will recoup the full cost of the Decision Packs they
send out. (Workbook at 21.) Indeed, the Workbook tells those distributors that, for each

round of 500 Decision Packs, they can expect to earn $80,000 to $100,000 “PLUS 5%
15



Royalties & 2% Bonus!” (Workbook at 21.) Of course, the suggestion that new
distributors can earn six figures by putting 500 DVDs in the mail is absurd, but the

Workbook presents these figures as if they are realistically achievable.

On the October 6 call, Kirkendoll expressed similar confidence in the dMk

Team approach to recruiting:

So the thing that excited me with the lead system is I saw
that it was a mathematical equation that I could get to
where [ wanted to go. And that’s what totally blew my
mind. And that’s why I’ve been walking on air for the last
couple of years. It’s a mathematical equation that you will
get to where you want to go.

(Oct. 4 Recording at 1:15:37-54.) It is difficult to imagine clearer evidence that the
Herbalife business opportunity, as promoted by senior distributors like David and Karen
DeSaegher, is a wealth transfer scheme in which Herbalife products are ancillary to the
main goal of bringing new people into the scheme and getting them to invest large
amounts of money as quickly as possible—before they realize that the deck is stacked

against them.

* * *

In sum, the enclosed materials provide a glimpse behind the curtain at how
the Herbalife scheme actually functions in practice. What you see is a dramatically
different picture than the rosy one painted by Herbalife and its senior executives. As a
result, Herbalife is well aware that—despite cosmetic efforts to stop the most egregious
practices in the United States—thousands of people every day are persuaded by means of
calculated deception to become Herbalife distributors. Like huge numbers of people who
preceded them, these new distributors are destined to fail because Herbalife is an illegal

pyramid scheme.
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MELBOURNE * SYDNEY

July 29, 2013

Via FedEx

Christine M. Todaro, Esq.,
Division of Marketing Practices,
Federal Trade Commission,
600 Pennsylvania Avenue, N.W.,
Washington, D.C. 20580.

Re: Herbalife

Dear Christine:

On behalf of Pershing Square Capital Management, L.P., I enclose five
copies of slides