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Jason W. Hardin (admitted Pro Hac Vice)

Attorneys for Plaintiffs Dana Bostick, Anita Vasko,
Judi Trotter, Beverly Molnar, and Chester Cote

IN THE UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

Case No.: 2:13-cv-02488-BRO-RZ

FIRST AMENDED CLASS
ACTION COMPLAINT

DEMAND FOR JURY TRIAL
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INTRODUCTION TO THE CASE
1. Herbalife told Plaintiffs Dana Bostick, Anita Vasko, Judi Trotter,

Beverly Molnar, and Chester Cote that if they “put in the time, effort, and
commitment,” they could make money from retail sales and, by recruiting others to
become Herbalife distributors, they could make money off them.

2. Plaintiffs all purchased International Business Packs and became
distributors. They ordered Herbalife products — enough products that they jumped
up the chain and qualified for additional discounts and commissions from potential
recruits’ purchases.

3. However, they did not make money as promised. Like the hundreds
of thousands of Herbalife distributors before and after, they failed. They failed
even though they were committed and put in the time and effort. They failed
because they were doomed from the start by an Herbalife marketing plan that
systematically rewards recruiting distributors over retail sales of product. A
marketing plan in which Herbalife pays a significant portion of every dollar that
Plaintiffs and other distributors pay for Herbalife product to others in the form of
recruiting rewards, regardless of the distributors’ actual retail sales. A marketing
plan that pays millions to those few at the top in recruiting rewards at the expense
of the many at the bottom.

4, Accordingly, Plaintiffs, for themselves, all others similarly situated,
and the general public, allege:

TYPE OF ACTION

5. Plaintiffs sue for themselves and for all persons who were Herbalife
distributors from April 2009 until the present under California’s Endless Chain
Scheme Law (California’s Penal Code § 327 and California Civil Code § 1689.2),
California’s Unfair Competition Law (Business and Professions Code Section
17200 et seq.), and False Advertising Law (Business and Professions Code §

17500), against Herbalife International, Inc., Herbalife International of America,
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Inc., and Herbalife, Ltd for the operation and promotion of an inherently fraudulent
endless chain scheme.
PARTIES

6. Plaintiff Dana Bostick is and at all relevant times was an individual
who resides in Los Angeles County, California. Bostick entered into an Agreement
of Distribution with Herbalife and became an Herbalife distributor in April of
2012.

7. Plaintiff Anita Vasko is and at all relevant times was an individual
who resides in Chester County, Pennsylvania. Vasko entered into an Agreement of
Distribution with Herbalife and became an Herbalife distributor in December of
2012.

8. Plaintiff Judi Trotter is and at all relevant times was an individual
who resides in King County, Washington. Trotter entered into an Agreement of
Distribution with Herbalife and became an Herbalife distributor in January of
2012.

9. Beverly Molnar is and at all relevant times was an individual residing
in Allegheny County, Pennsylvania. Molnar entered into an Agreement of
Distribution with Herbalife and became an Herbalife distributor in June 2011.
Molnar is still registered as an Herbalife distributor although she is not active.

10.  Plaintiff Chester G. Cote is an individual who resides in Bellows
Falls, Vermont. When he became an Herbalife distributor he was a resident of
Connecticut. When his Herbalife distributorship expired, he was a resident of
Missouri. He became a distributor in 2009.

11. Defendant Herbalife International of America, Inc. is and at all
material times was a Nevada corporation headquartered in Los Angeles. Defendant
Herbalife International of America, Inc. is a wholly-owned subsidiary of Herbalife
International, Inc. and an indirectly wholly-owned subsidiary of Herbalife, Ltd,

and is employed by those entities to conduct their U.S. operations.
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12. Defendant Herbalife International, Inc. 1s and at all material times
was a Nevada corporation headquartered in Los Angeles. Herbalife International,
Inc. is an indirect wholly-owned subsidiary of Herbalife Ltd. Herbalife
International, Inc. was the former parent company of “Herbalife” but it and its
subsidiaries were acquired on July 31, 2002 by an entity that became Herbalife
Ltd.

13. Herbalife Ltd. is “one of the largest network marketing companies in
the world.” Herbalife Ltd. is and at all material times was a corporation organized
under the laws of the Cayman Islands with its corporate headquarters in Los
Angeles. Herbalife Ltd. is a publicly held corporation traded on the NYSE as
“HLF.”

JURISDICTION AND VENUE

14. Defendants Herbalife International, Inc., Herbalife International of
America, Inc., and Herbalife Ltd. are subject to the jurisdiction of this Court. They
have been engaged in continuous and systematic business in California.
Defendants have designated agents for service of process in this State or have their
principal place of business here and have committed tortious acts in this State.
Plaintiff Bostick is a resident of California.

15.  As Plaintiffs bring a putative class action where the amount in
controversy exceeds $5 million, and in which members of the class of plaintiffs are
citizens of a state different than from any Defendant, the Court has jurisdiction
over these claims under 28 U.S.C. § 1332(d).

16. At all material times, Herbalife Ltd. owned, controlled, and had
common and/or overlapping management with Herbalife International Inc.;
Herbalife International, Inc., owned, controlled, and had common and/or
overlapping management with Herbalife International of America, Inc.; and
Herbalife Ltd. indirectly owned, directly controlled, and had common and/or

overlapping management with Herbalife International of America, Inc. Herbalife

4

FIRST AMENDED COMPLAINT




Cad

O 0 9 O n A~ W N =

N NN N N N N N N e e e e e e e
o N N »n kA~ W NN = ©O OV 0O N N R W NN = O

e 2:13-cv-02488-BRO-SH Document 78 Filed 07/07/14 Page 5 of 75 Page ID #:2193

Ltd., Herbalife International, Inc., and Herbalife International of America, Inc. are
the principals, agents, affiliates, partners, co-conspirators or alter-egos of each
other, and each acted within the course, scope and authority of such relationships so
that Herbalife Ltd., Herbalife International, Inc., and Herbalife International, Inc.,
are alter egos of one another and are jointly and severally liable for the acts alleged
herein. In Herbalife’s dealings with Plaintiffs and the Class, Herbalife generally
does not distinguish between the three corporate entities but instead refers to itself
singularly as “Herbalife.” This Complaint, therefore, also refers to Herbalife Ltd.,
Herbalife International, Inc., and Herbalife International of America, Inc.
collectively as “Herbalife.”

17.  Venue is proper in this District under 28 U.S.C. § 1391(b) and (¢)
because a substantial number of the acts and transactions that established the
claims of the Plaintiff and the class occurred within this District. Defendants
conducted business and solicited business relating to the illegal scheme in this
district. Defendants transacted their affairs, resided within California and this
judicial district, and Defendants’ wrongful acts occurred in this District and have
directly impacted the general public of this district.

18. Plaintiffs and the class have also executed an “Agreement of
Distributorship” with Herbalife, which requires claims to be “resolved exclusively
in a judicial proceeding in either the Superior Court or the United States Court,
both located in Los Angeles, California.”

FACTS
SUMMARY OF FACTS

19. From 2009-2013, Herbalife made disclosures of “Statements of
Average Gross Compensation of U.S. Supervisors” that were deceptive and
misleading as to the likelihood that a distributor could reach the level of Supervisor
and earn money from the scheme. Herbalife included these disclosures in the Sales

and Marketing Plan received by Plaintiffs and the class. Herbalife also posted these
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1 || disclosures online. None of these disclosures provided any information that would
2 || allow a potential or actual distributor to meaningfully evaluate their likelihood of
3 || success in the scheme. Copies of the disclosures made from 2009-February 2013
4 || are attached as Exhibit A and are referred to as the “2008-2011 Statements”

5 20. Asrecently disclosed by Herbalife in February 2013 in their

6 || Statement of Average Gross Compensation Paid by Herbalife to United States
7 || Distributors in 2012 (attached as Exhibit B, and referred to as the “2012

8 || Statement”) the majority of Herbalife’s U.S. distributors earn nothing from

9 || Herbalife. In 2012, Herbalife’s real business opportunity was:

10 a. Herbalife paid nothing to over 87.9% of all distributors;

11 b. Herbalife paid $1 to $1,000 to 8.43% of all distributors;

12 c. Herbalife paid $1,001 to $5,000 to 2.2% of all distributors;

13 d. Herbalife paid $5,001 to $10,000 to 0.5% of all distributors;

14 ¢. Herbalife paid $10,000 to $25,000 to 0.393% of all distributors;

15 f. Herbalife paid $25,001-$50,000 to 0.230% of all distributors;

16 g. Herbalife paid $50,000-$100,000 to 0.109% of all distributors;

17 h. Herbalife paid $100,001-$250,000 to 0.092% of all distributors; and

18 i. Herbalife paid more than $250,000 to 0.039% of all distributors.

19 21. These real numbers are in direct contrast to the deceptive earning

20 || claims referenced in Herbalife’s promotional materials, including videos on

21 || Herbalife’s website, YouTube, and Herbalife distributors’ websites, often featuring

22 || prominent distributors and promoters of the Herbalife scheme, and Herbalife’s

23 || prior Statements of Average Gross Compensations distributed to Plaintiffs and the

24| class.

25 22.  Anundisclosed fact is that there is little to no opportunity for an

26 || Herbalife distributor to earn a “retail profit” on the sales of Herbalife products

27 || because Herbalife sets the “Suggested Retail Price” (“SRP”) at a price so high that

28 || few if any Herbalife distributors can earn retail profits.
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23. Herbalife sets the SRP so high because for every dollar a distributor
paid Herbalife for Herbalife product (not including packaging, handling, shipping,
and tax) Herbalife paid out $0.46 to $0.64 to its top distributors as recruiting
bonuses. Herbalife made these payments upline whether or not the distributor sells
the product at retail and whether or not the distributor sells the product at SRP.

24. Besides setting the SRP at an inflated price, Herbalife charges its
distributors a 7% fee for “Packaging and Handling” and a 2.5% to 4% fee for
shipping, based solely on the inflated SRP and not on Herbalife’s actual or
estimated costs for packaging, handling, and shipping. This makes it even harder
for a distributor to make retail profits as it drives their retail price even higher.

25.  Anundisclosed fact (from at least April 2009 to February 2013) is
that a large majority of all distributors (approximately 71%) make few if any retail
sales and are forced to self-consume the Herbalife products.

26. An undisclosed material fact is that the vast majority of participants
in Herbalife’s endless chain scheme drop out within one year of becoming
Herbalife distributors and have usually lost most, if not all, of their investment and
thousands of dollars expended to build their supposed “business opportunity.”

27. To avoid being an endless chains scheme, a multi-level marketing
plan must have effective provisions to ensure that its distributors sell most
products to consumers not a part of the marketing system. Herbalife does or did
not employ or enforce such provisions.

THE HERBALIFE SALES AND MARKETING PLAN

28.  As adirect-sales company, Herbalife operates a multi-level
distribution system — the Herbalife Sales and Marketing Plan — relying on
individual distributors to market, promote, and sell its products.

29. A copy of the Herbalife “Sales and Marketing Plan and Business
Rules” (“Sales and Marketing Plan”) purchased by Bostick as part of his
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International Business Pack is attached as Exhibit C. The Sales and Marketing
Plan is an incredibly complex set of rules and regulations.

30. Anyone can become an Herbalife distributor if they purchase an
Herbalife International Business Pack (“IBP”) or a mini-IBP at a cost of $95.95 or
$57.75 respectively, apply to become a distributor, and are sponsored by an
existing Herbalife distributor.

31. Herbalife recruits prospective participants by offering them the
opportunity to participate in a “tested proven business plan” “designed to
maximize rewards for effort and provide substantial and ongoing income.”

32.  Herbalife recruits prospective participants by promising them
“Immediate Retail Profit,” “Daily Wholesale Profit,” “Monthly Override Income,”
“Monthly Production Bonuses,” “Annual Bonuses” for Top Achievers, and
“Special Vacations and Training Events” that will “teach you how to meet your
goals, increase your earning power and build an international business without
leaving the comfort of your own home!”

33. Herbalife’s distributors promise recruits and other distributors that
they can “be your own boss — take charge of your life,” achieve “financial

99 <6

freedom,” earn “extra income,” “retirement/pension,” and “leave a legacy.”

34.  Herbalife recruits prospective participants by boasting that the
Herbalife Sales and Marketing Plan is “[t]he best Marketing Plan in the industry”
and that it pays out up to 73% of product revenues to distributors in “Retail and
Wholesale Profits, Royalty and bonus income and incentives.” Herbalife stresses:

Each Distributor’s success is dependent on two primary factors: The time,

effort and commitment a Distributor puts into their Herbalife business and

the product sales made by a Distributor and their downline organization.

These two factors raise the importance of a Distributor’s responsibility to

train, support and motivate their downline organization.
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35. Herbalife divides the “73% of product revenue” by apportioning 23%
of the SRP to “Royalty, bonus income, and incentives” and 50% to “Retail and
Wholesale Profits.” Herbalife’s 73% payout claim depends on a distributor
reselling the product at 100% of the SRP.

36. By basing these “Retail and Wholesale Profits, Royalty and bonus
income and incentives” off the SRP, Herbalife masked that for every dollar the
purchasing distributor spent on Herbalife product, Herbalife paid from $0.46 to
$0.64 upline in the form of recruiting rewards.

37. Because so much money is paid upline in recruiting bonuses so that
Herbalife can retain its “most active and productive distributors,” Herbalife’s SRP
is an inflated price that bears no relation to the actual market price distributors can
get for Herbalife’s products in sales to retail customers.

BOSTICK IS RECRUITED TO HERBALIFE

“Position Determines the Pay,” “You Determine Your Position”

38. Dana Bostick responded to an internet advertisement for a “trial
offer.” It offered an “Internet Business Starter Pack” where Bostick paid $9.95 in
Shipping and Handling and would be charged an additional $39.95 if he did not
return the package within fourteen days. Interested in earning monthly and residual
income, Bostick signed up for the pack. The Internet Business Starter Pack was
mailed to Bostick sometime between late-March and early-April 2012.

39. Bostick reviewed the pack, which is attached as Exhibit D, and the
DVD video enclosed in that pack, which revealed the “business” as Herbalife.

40. Bostick watched the DVD. A spokeswoman explained that within
Herbalife, “the position determines the pay - meaning, the higher you start the
more money you can make.”

41.  On the video, Maurice Smith reiterates that “position determines the
pay” and that “you determine your position.” Smith tells viewers that an average

Herbalife distributor earns “between $100 and $300 per month — part-time.” And
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Success Builders “have the opportunity to earn between $400-$600 part-time.”
Smith encourages recruits to become a “Supervisor,” a level in the Herbalife
endless chain that requires a significant purchase of product but where distributors,
if they have a downline, can start to earn recruiting rewards:

Supervisor is the highest level you can choose to position yourself at

today. And, this is very important to know, Supervisor is the gateway

to the rest of the levels of the marketing plan. You cannot get to the

higher income levels without first becoming a Supervisor.

42.  The graphics on the video display that Supervisors can earn between
$500-$1500 a month. Smith explains that a World Team member can earn $1,500-
$3000 a month, GET Team member can earn $3,500-$7,000 a month, Millionaire
Team can earn between $7,500-$15,000 a month, and President’s Team members
typically earn between $25,000-$100,000+ a month. Images of Smith’s
presentation and representations of potential distributor’s earnings are attached as
Exhibit E.

43.  Smith explains why it is so important to become a Supervisor: “It’s
the highest paying position that you can start at today. You’ve set yourself up for
retail profits of 50% so you’ve doubled your money for the same work you’ve
been doing.” A Supervisor is at the “gateway to the rest of the marketing plan,”
because Supervisors can begin to get royalties, production bonuses, spontaneous
bonuses, 1% annual bonus pool, and paid vacations.

44. Bostick viewed this video, Herbalife’s website, and various other
Herbalife related websites. Upon viewing these materials, Bostick believed that
retailing Herbalife products and recruiting distributors would be a way for him to
build a business where he could earn both monthly income and residual income.

45.  Bostick ordered and paid for an IBP. It was sent to him by Federal
Express. The IBP contained the magazine, Live the Good Life! Herbalife (relevant

portions of which are attached as Exhibit F) and four distributor workbooks:
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“Your Business Basics” (relevant portions of which are attached as Exhibit G to
the Complaint); “Using and Retailing Your Products”; “Building Your Business”
(relevant portions of which are attached as Exhibit H to the Complaint); and the
“Sales & Marketing Plan and Business Rules” (Exhibit C). Bostick reviewed the
IBP and the materials in the IBP.

46. On April 6, 2012, Bostick went online and signed an Agreement of
Distribution. That agreement is attached as Exhibit I.

47.  Bostick worked hard to build his business. He bought and used
products himself so he would know what he was selling. He set up three websites.
Two were set up to sell Herbalife products to the public and one was to recruit
downline distributors. He paid for “coaching” sessions where the coaches “taught”
him how to recruit downline distributors to build a downline. In spite of his hard
work, the only recruit he made was a long-time friend.

48. On April 6, and 26, 2012, May 21, 2012, June 18, 19, 22, and 27,
2012, and July 20, 2012, Plaintiff Bostick ordered products from Herbalife.
Besides the purchase price for product, Herbalife added a 7% “Packaging and
Handling” fee and a shipping fee of anywhere from 2.5% to 4%, solely based on
the SRP of the product and not on the actual or estimated costs.

49.  On June 22, 2012, he attempted to “pay for his position” by
coordinating with his friend. They were supposed to both purchase enough
product to become a Supervisor, the “gateway to the rest of the marketing plan.”
On June 22, 2012, he made a single order that cost him $2,133.72. Bostick’s
downline did not make the purchase and Bostick did not advance to Supervisor.

50.  When he tried to resell the product he purchased to qualify as a
Supervisor, Bostick learned that there was little opportunity for him to earn
monthly income or residual income with Herbalife. The SRP alone was an
uncompetitive price in the market, and, when Bostick would add the shipping,

handling, and packaging fees to recoup his costs, the retail price was so high that
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there were virtually no retail purchasers willing to pay the full retail price. And
other distributors were selling Herbalife products online on Craigslist and EBay at
or below their cost, making retail profits in the amounts promised by Herbalife
even more difficult to achieve.

51.  Asto the over $3,000 (SRP) worth of Herbalife products that Bostick
purchased that he has not self-consumed or given away, Plaintiff Bostick has tried
to sell it on Craigslist at or around his purchase cost.

ANITA VASKO IS RECRUITED TO HERBALIFE
The Nutrition Club

52. Anita Vasko was looking to reenter the workforce after being a
homemaker for some years. With two children in their early teens and with a
health-coach certificate, she went to a “nutrition club” operated by another
Herbalife distributor in a nearby town.

53.  She told the owner of the Herbalife nutrition club she was looking for
a job. He explained the multi-level-marketing concept to her and she thought it
sounded interesting. Late December 2012, Vasko purchased an IBP and signed the
distributor agreement.

54.  She reviewed the IBP and she thought it sounded and looked like a
good opportunity. Based on the representations in the IBP, including the
Statement of Average Gross Compensation, she thought that she could earn retail
profits by reselling Herbalife products and that she could recruit other distributors
and earn profits off of their purchases and sales. She wanted a part-time and
eventual full-time job and Herbalife sounded like it would provide her with that
opportunity.

55.  She kept “training” at the nutrition club for around four months and
became familiar with the products and how to prepare the shakes by consuming

them herself.
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56. In late January/early-February of 2013, Vasko decided to open her
own nutrition club. She sub-leased a prime commercial location in Westchester,
Pennsylvania. The rent was $725 a month plus common area maintenance charges
plus utilities for seven months. She then entered into a three year lease and from
August 2013 until January 2014 she shared the rent, which cost a total of $1500 a
month with another Herbalife distributor to operate the club. When she opened the
Nutrition club in the winter of 2013, Vasko became a Supervisor, purchasing
enough products to qualify under the one-month qualification.

57.  The rules for operating the nutrition club made it hard for her to get
business. She could only have people come into her club by “invitation,” so she
would have to go on the street to invite people into the club. Few people
responded to her invitation. Under the rules, there could be no sign indicating she
was affiliated with Herbalife. She had to place curtains on the windows of the
storefront as well. The logo they initially selected was rejected by Herbalife as
being “too similar” to Herbalife’s logo.

58.  Vasko worked six days a week and sometimes seven, often from
eight a.m. to late in the evening. In November of 2013 she had a meeting with her
upline distributor and her husband regarding the lack of sales and the lack of
interest in the club. Her upline suggested she continue to hand out invites on the
street. Later her upline stopped calling her back when she sought additional help.

59. When Vasco was actively working on her Herbalife distributorship,
she had never seen a copy of the Statement of Average Gross Compensation for
2012, Exhibit B. Vasco Last year Vasko calculated a loss of approximately
$12,000 in 2013 on her Herbalife nutrition club, not including the hundreds to
thousands of hours spent working at the club. Vasko is also stuck with unopened
Herbalife product that cost her over $2,000 to purchase and that she cannot return

to Herbalife because it is past the one-year return policy.
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JUDI TROTTER IS RECRUITED TO HERBALIFE
Retirement Gone Wrong

60. In January of 2012 Judi Trotter saw an advertisement about how to
make money at home. She had just retired but her husband was still working. She
was bored and looking to earn some extra money so she got in contact with the
company, Online Business Systems.

61. The person recruiting her gave her a high pressure sales pitch, telling
her that if she did not have the money to join she should call her bank to get a
credit card limit raised. On the first call with her upline, Trotter signed up and
paid for enough products to immediately qualify as a Supervisor.

62. The product and the IBP were delivered to her. When Trotter
reviewed the IBP, including the statement of average gross compensation it
contained, she believed the IBP when it said Herbalife provided a full-time or
part-time opportunity. After reviewing the IBP, including the representations of
income, testimonials, and the Statement of Average Gross Compensation, she
thought “I could do this.” Based on the representations of the IBP, Trotter thought
she would be able to make retail profits and recruit other Herbalife distributors
and earn money off of their purchases and sales.

63. She bought leads of prospective recruits from Online Business
System. She signed up other recruits. She sent the product that she purchased to
the people that she signed up from her leads — they all got a selection of products
provided by Trotter and paid for it as part of their sign up, which cost (including
the IBP) the leads around $200. All but one of them cancelled.

64. Trotter reached the level of “World Team” without ever filling out a
10 Customer Form or a 70% Rule Form. She earned “mailbox money,” or a
Royalty Override check, and she never filled a 10 Customer Form or a 70% Form.

Trotter reached the level of World Team without making 10 retail sales.
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65.  Trotter felt uncomfortable following the Online Business System
scripts as she felt they were too high pressure. The leads that she purchased were
usually very poor quality leads — the leads would be very ignorant about starting a
business. By March 2012 she decided she could not in good conscious recruit any
more people and that she needed to try to resell product in order to work off the
debt she had incurred.

66. Sometime in May 2012 she went to a conference sponsored by
Herbalife. There were Herbalife ethics people there, and she told them about her
concerns with recruiting and her difficulty in retailing. When they asked how she
became a Supervisor, she told them that she was following the Online Business
System way. The Herbalife representatives told her that they did not condone
what Online Business Systems was doing.

67. After that conference, Trotter went back and read her IBP to see if
Online Business Systems was legitimate. She found language allowing business
and methods tools, which she took to mean that Online Business System was not
prohibited under the Herbalife rules. She tried for another couple of months to sell
the product that she had not personally consumed or provided to her “leads,” and
found that it was very difficult to sell. When she ultimately tried to sell her
product on Craigslist she found that people were heavily discounting the product.
At this point she had lost $8842.11 in pursuing her Herbalife distributorship for
product, leads, booklets to send to leads, websites, and other tools.

68.  Trotter resigned from her distributorship in the fall of 2012 and
returned the product she had leftover to Herbalife. Trotter did not realize that she
had a cause of action against Herbalife until she learned of this action.

BEVERLY MOLNAR IS RECRUITED TO HERBALIFE
The Lead Game
69. InJune 2011, Beverly Molnar ordered the $9.95 Online Business

System brochure and DVD. She was looking to make some money on the side.
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She called the upline and from that call she jumped into the program, buying the
IBP and enough volume points to become a Supervisor.

70.  Molnar reviewed the IBP when it was sent to her. She read the
statement of average gross compensation, income projections, and testimonials
and thought that she could make money as a Supervisor, both by selling products
for retail profit and by recruiting distributors underneath her.

71.  The first six months she tried hard to sell product to earn back her
initial investment. But she had to give purchasers significant discounts off the
suggested retail price in order to sell the product. After that first large purchase,
Molnar stopped trying to resell product and just consumed it.

72.  She also purchased leads from Online Business System. Molnar was
required to purchase packages to send to the leads, which cost a fee for each lead.
Molnar had little success with the leads. Online Business System would handle all
the shipping of the lead packages and DVD’s, but when the leads would return
product and the lead package, Molnar was required to pay for their return. The
leads that Molnar purchased were often of low quality, with phone numbers and
emails that were frequently wrong. If Molnar did not contact the lead within two
weeks she lost the lead. Molnar estimates she spent over $11,000 on leads and on
other bundled services, such as websites, training, and coaching.

73.  Molnar stopped buying leads over a year ago and is trying to pay-
down her credit card debt incurred in chasing the Herbalife opportunity. Molnar
did not realize that she had a cause of action against Herbalife until she learned of
this action.

CHESTER COTE IS RECRUITED TO HERBALIFE
“Closet Qualified”

74.  In 2009 Chester Cote was laid off. He saw an online opportunity and

he called about it. A man from Minnesota returned Cote’s call and convinced

Chester to join Herbalife as a distributor.
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75.  Cote bought an IBP and reviewed it. He liked what he saw and read.
Based on his review of the IBP and the representations contained in it, including
the Statement of Average Gross Compensation, Cote thought that Herbalife would
be a good way to earn money by selling products and earning retail profits and by
recruiting other distributors and earning based on those distributors purchases and
sales.

76.  Cote bought enough Herbalife product in a single purchase to
become a Supervisor.

77.  Cote had trouble recruiting his friends and family into Herbalife.

78.  Cote went to two training programs — one in Minneapolis, Minnesota
and one in Phoenix, Arizona. There, Herbalife representatives gave them pep talks
about how much money they could earn being Herbalife distributors.

79.  Cote wanted to earn the kind of money these people described, so he
tried to recruit online. He also sent out fliers, which he purchased from senior
members in his upline.

80.  Cote tried to sell products online, but he found it was difficult
because the prices were depressed by other distributors who were selling their
products at a significant discount off SRP. Cote still has canisters of Herbalife
product that he would like to return but the return period has ended. Cote did not
realize he had a cause of action against Herbalife until he learned of this action —
he thought his failure as an Herbalife distributor was due to his own shortcomings
as an Herbalife distributor.

81.  All of these Plaintiffs’ experience is the same as most Herbalife
distributors. As Herbalife’s 2012 Statement shows, most Herbalife distributors
earn nothing from Herbalife and only 33% of Newly Qualified Supervisors
requalify.

82.  Plaintiffs’ failure and the other distributors’ failure are not for lack of

time, effort, or commitment to Herbalife. These failures are due to a marketing
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plan that, by its design, systematically rewards recruiting over retailing and
systematically rewards those distributors at the top at the expense of the many
distributors at the bottom.

MECHANICS OF THE SALES AND MARKETING PROGRAM

83.  Within the Herbalife endless chain, there are 11 levels of Herbalife
distributors. The bottom four categories are Distributors," Senior Consultants,
Success Builders, and Qualified Producers. Herbalife calls the bottom four
categories ‘“Non-Sales Leaders” (“NSL”). The top seven categories are
Supervisors, World Team, Global Expansion Team, Millionaire’s Team,
President’s Team, Chairman’s Club, and Founders Circle. Herbalife calls these
distributors “Sales Leaders” (“SL”).” Bostick was an NSL and Vasko, Trotter,
Molnar, and Cote were all SLs.

84. Herbalife assigns a new distributor to an existing “line of
sponsorship” to which the recruiting distributor already belongs. A line of
sponsorship includes a hierarchy of distributors starting with the newly-recruited
distributor and proceeding by seniority up to a distributor heading the line of
sponsorship. These distributors at the heads of the lines of sponsorship are
Beneficiaries and Promoters.

85.  Junior (or “downline”) distributors purchase products from more
senior (or “upline”) distributors within their line of sponsorship or from Herbalife
directly. Herbalife pays bonuses upline to distributors based on purchases from
Herbalife by downline distributors. Any distributor at any level may sponsor new

distributors.

" The use of a lower-case “distributor” refers to all Herbalife distributors,
regardless of level. The use of a capitalized “Distributor” refers to the first-level
Herbalife distributor.

> Members of the Millionaire’s Team, President’s Team, Chairman’s Club and
Founders Circle are the primary beneficiaries and promoters of the Herbalife
endless chain (“Beneficiaries and Promoters”).
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86.  Herbalife protects its distributors’ downlines. A distributor who
wants to change their sponsor must obtain a written, notarized release from their
Sponsor and upline distributors. Herbalife can still deny the request. The
distributor changing sponsors can only keep their downline if their upline agrees.

87. To move up the Herbalife endless chain and qualify for higher levels
of compensation, Herbalife requires a distributor to “achieve” (either through their
own purchases of Herbalife products or through their downline’s purchases)
specific “Volume” during specified time-periods.

88.  Herbalife calculates a distributor’s Volume by using “Volume
Points.” Volume Points are point values that Herbalife assigns to each of their
products. In the U.S., Herbalife uses a Volume Point to dollar ratio to assign
Value Points to specific products. It displays a product’s Value Points on the price
sheet.

89. In 2012 the dollar to Volume Point ratio ranged from approximately
$1:0.57VP to approximately $1:0.905VP.

90. If a distributor orders products the distributor collects “Personally
Purchased Volume” points> The Volume Points that a distributor accumulates
either through Personally Purchased Volume or through the Volume Points
purchased by the distributor’s downline become the distributor’s sales production.
Herbalife uses Volume Points to qualify distributors for higher levels, sales
commissions, royalties, bonuses, and other incentives and benefits. Herbalife

calculates Volume Points monthly.

3 “Personally Purchased Volume” is defined as “The volume purchased directly
from Herbalife using your [the distributor’s] Herbalife Identification Number.” All
defined terms from the Sales and Marketing Plan are found on Exhibit C, pp. 21-
22.
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NON-SALES LEADERS: DISTRIBUTORS, SENIOR
CONSULTANTS, SUCCESS BUILDERS, & QUALIFIED PRODUCERS
Distributors (NSL)

91. Herbalife calls its first-level distributors “Distributors.”

92. A Distributor buys Herbalife products at a 25% discount off the SRP

whether for personal use or resale. In its promotional materials, Herbalife
characterizes the 25% discount as an opportunity for the Distributors to earn 25%
in retail profits from reselling the Herbalife products.

93.  Prior to the filing of the Complaint in this case, if a Distributor
purchased a product with an SRP of $100, the cost was $75. Herbalife paid the
Distributor’s upline $48 of the §75 cost — $25 upline in “Wholesale Profits” and
$23 in Royalty Overrides, bonuses, and other incentives — even if the Distributor
could not resell the product for the $100 SRP. For a Distributor’s purchase, $0.64
out of every dollar paid for Herbalife product went upline ($0.33 in Wholesale
Profits and $0.31 in royalties, bonuses, and incentives).

Senior Consultants (NSL)

94. Herbalife promotes a Distributor to “Senior Consultant” if they buy
500 or more Personally Purchased Volume Points, or, if their recruited distributors
provide 500 Volume Points in “Downline Volume.”*

95.  Senior Consultants buy Herbalife product at a 35% discount off SRP
and are eligible for a 10% commission off their downline Distributor’s purchases,
so long as that distributor remains a Distributor. Herbalife calls this commission
“Wholesale Profit.”

96. A Distributor can also qualify for Senior Consultant if the distributor

gets 2,000 Volume Points in a month, either through Personally Purchased

* “Downline Volume” is defined as “As a non-Supervisor, Downline volume is
based on volume which is placed by your downline Distributors directly from
Herbalife or order between 25% to 42% discount.
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Volume or through Downline Volume. That Senior Consultant gets a 42%
discount off of SRP, both on the qualifying purchase and on purchases in the
qualifying month. The next month their discount is 35% off of SRP.

97. A Distributor can become a Senior Consultant without purchasing or
reselling Herbalife product if the Distributor recruits downline distributors and
those distributors purchase the required 500 or 2,000 Volume Points in a month.

98.  Prior to filing the Complaint in this action, if a Senior Consultant

with a 35% discount purchased a product with an SRP of $100, the cost was $65.
Herbalife paid the upline $38 of the $65 cost — $15 in “Wholesale Profits” and $23
in Royalty Overrides, bonuses, and other incentives — even if the Senior
Consultant does not resell the product. For a Senior Consultant’s purchase with a
35% discount, $0.58 out of every dollar paid for Herbalife product went upline
($0.23 in Wholesale Profits and $0.35 in royalties, bonuses, and incentives).

Success Builder (NSL)

99. A Distributor or Senior Consultant becomes a “Success Builder” if
the distributor places a single order of 1,000 Personally Purchased Volume Points.
Success Builders get a 42% discount on that order and on other purchases in the
same month they qualify. A Success Builder becomes a Senior Consultant with a
35% discount the next month.

100. Herbalife and the Beneficiaries and Promoters encourage Distributors
to become Success Builders to get “higher retail profits” because of the discount.
In the video called “Senior Consultant & Success Builder,” which is hosted at

http://www.youtube.com/watch?v=8b2pyw3A6FA and on the official Herbalife

website www.video.herbalife.com, Beneficiaries and Promoters John Tartol and
Leslie Stanford encourage distributors to become Success Builders. Tartol
explains in minutes 5:20-6:18 how a distributor can “qualify right away” for a

35% discount “with just one order” and “enjoy a substantial 42% discount
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immediately.” He tells distributors that “this will get you the highest discount for
the least expenditure.”

Qualified Producer (NSL)

101. A Distributor, Senior Consultant, or Success Builder becomes a
“Qualified Producer” if the distributor purchases 2,500 Personally Purchased
Volume Points within one to three months, or the distributor can combine up to
1,000 Downline Volume (Volume placed by downline distributors) Points and
1,500 Personally Purchased Volume Points in a single month.

102. A Qualified Producer gets a 42% discount off SRP for a full year and
qualifies for up to 7% to 17% of commissions on the Qualified Producer’s
downline distributors’ (below the level of Qualified Producer, Success Builder, or
Senior Consultant with a 42% discount) purchases.

103. Prior to the filing of this action, if a Qualified Producer (or Senior
Consultant or Success Builder) with a 42% discount purchased a product with an
SRP of $100, the cost was $58. Herbalife paid the upline $31 of the $58 cost — $8
upline in “Wholesale Profits” and $23 in Royalty Overrides, bonuses, and other
incentives — even if the Qualified Producer does not resell the product. For
distributors with a 42% discount, $0.53 out of every dollar paid for Herbalife
product went upline (~$0.13 in Wholesale Profits and ~$0.40 in royalties, bonuses,
and incentives).

104. According to Herbalife’s recently revised 2012 Statement,
Distributors, Senior Consultants, Success Builders, and Qualified Producers (all
NSLs) and Supervisors without a downline made up 83% of their total distributors
in 2012.

105. Unless an NSL is participating in the Herbalife Advantage Promotion
(an automatic monthly product shipment program) and has orders for 12
consecutive months, the NSL must pay an Annual Processing Fee of $15.00 on

their “anniversary date” to remain an Herbalife distributor. Supervisors also must
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pay an Annual Processing Fee of $79.99. Herbalife has described this fee as
necessary because “The fee keeps you on our system by letting us know that you
are still enjoying working your Herbalife business. If it is not paid then your
Distributorship is subject to deletion.”

106. In Herbalife’s 2004 and 2005 10-Ks to investors, Herbalife disclosed
that for the reporting year, “more than 90% of our distributors that are not
supervisors turned over.” Herbalife stopped disclosing the turnover rate of Non-
Sales Leaders in their 10-Ks and never disclosed turnover rates of its NSL’s to
Plaintiffs and members of the class. Based on the 2004 and 2005 disclosures and
Plaintiff’s own experience with distributors in his own upline and downline,
Plaintiff is informed and believes that the non-Supervisor turnover rate for 2009-
2013 is approximately 90%.

SALES LEADERS: SUPERVISORS, WORLD TEAM, TAB TEAM,
PRESIDENT’S TEAM, FOUNDER’S CIRCLE, CHAIRMAN’S CLUB
Supervisor (SL)

107. Becoming a “Supervisor’” means a distributor moves from being a
“Non-Sales Leader” to a “Sales Leader,” or “SL.”

108. According to Herbalife’s Statements of Average Compensation
distributed in 2009-2013 (Exhibit A), approximately 25% of Herbalife’s
Distributors become Supervisors and above.

109. A distributor can qualify to become a Supervisor in one of three

ways:
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1 110. One-Month Qualification — by “achieving” 4,000 Volume Points in
2 || a month. A minimum of 1,000 of these Volume Points must be “Unencumbered
3|| Volume™
4 111. Two-Month Qualification — by “achieving” 2,500 Volume Points in
5| each of two consecutive months. A minimum of 1,000 of these Volume Points
6 || must be “Unencumbered.”

7 112. Accumulated Qualification — by buying 5,000 Personally Purchased
8 || Volume Points within 12 months or 1,000 Downline Volume Points with 4,000
9| Personally Purchased Volume.
10 113. Under the One and Two Month Qualifications, a distributor can
11 || qualify as a Supervisor without purchasing or reselling any Herbalife products if
12 {| 1000 of the downline Volume Points are Unencumbered.
13 114. A distributor can also qualify for Supervisor under any method
14 || making no retail sales.
15 115. A distributor who does not become a Supervisor before their
16 || downline distributor becomes a Supervisor has one year to become a Supervisor.
17
18 > “Unencumbered Volume” is defined as “all volume produced by anyone in [a
distributor’s downline], down to the first qualified Supervisor who achieves less
19| than 2,500 Volume Points in one Volume Month,” plus all of the distributor’s
70|| “Personal Volume,” and which is volume that is not used by anyone else for
. Supervisor qualification purposes.
72 || “Personal Volume” is defined as “The volume purchased by you as a Fully
Qualified Supervisor and all others in your downline organization, excluding any
23| 50% orders by Qualifying Supervisors and Qualified Supervisors.”
24
“Encumbered Volume” is all volume produced by any downline distributor
25 qualifying for Supervisor, down to the first qualified Supervisor, who achieves
26 || 2,500 Volume Points or more at a 25% to 42% discount in one Volume Month.
The basic difference between the two forms of volume is that Unencumbered
2711 Volume is volume that no other distributor uses to qualify to become a Supervisor.
28
24
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Otherwise, Herbalife takes away that Supervisor and that Supervisor’s downline
from the distributor and gives them to the first upline Supervisor.

116. Herbalife requires that a Qualifying Supervisor be sponsored by the
first upline Supervisor. The Sponsoring Supervisor must match the Qualifying
Supervisor’s Volume Points in the qualifying month with “Total Volume.”®

117. A Sponsoring Supervisor can sponsor the Qualifying Supervisor
without purchasing or reselling any Herbalife products if their downline generates
sufficient Total Volume to match the Qualifying Supervisor’s Volume Points in
that qualifying month.

118. If the Supervisor sponsors a distributor who becomes a Supervisor
that Supervisor is called a first-level Supervisor. If that first-level Supervisor
sponsors a Supervisor that Supervisor becomes the original Supervisor’s second-
level Supervisor. If that second-level Supervisor sponsors a Supervisor that
Supervisor becomes the original Supervisor’s third-level Supervisor. Supervisors
can earn royalties on all three of these downline level Supervisors’ volume.

Benefits for Supervisors
119. A Supervisor can purchase Herbalife’s product at a 50% discount off
the SRP and can earn from 25% - 15% - 8% in commissions from their
downline’s purchases. The commissions decrease as the Supervisor’s downline
distributors’ discounts increase — 25% - 35% - 42%.
120. Prior to the filing of this action, if a Supervisor purchases a product

with an SRP of $100, the cost was $50. Herbalife paid the upline $23 of that $50

% “Total Volume” is defined as “the combined total of Personal Volume plus
Group Volume.”

“Group Volume” is defined as “Orders purchased at a temporary 50% discount,
by Qualifying Supervisor(s) in a Supervisor’s personal organization.”
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cost in Royalty Overrides, bonuses, and other incentives — even if the Supervisor
does not resell the product.

121. For a Supervisor’s purchase, $0.46 out of every dollar paid for

Herbalife product went upline in Royalty Overrides, bonuses, and other incentives.

122. A Supervisor also qualifies for “Royalty Overrides,” if that
Supervisor has first, or second, or third level Supervisors in their downline.

123. A Royalty Override is a commission that a Supervisor receives on the
Volume Points accrued by that Supervisor’s downline (the First, Second, and
Third Level Supervisors). In its 10-Ks, Herbalife calls Royalty payments
“compensation to distributors for services rendered including the development,
retention and the improved productivity of their sales organizations.”

124. The percentage (1%-5%) of Royalty Overrides that a Supervisor can
earn depends on the number of Total Volume Points the Supervisor accumulates
in that month. Supervisors can qualify for Royalty Overrides from their three
levels of downline Supervisors. In their Sales and Marketing Plan, Exhibit C, p.

13, Herbalife illustrates Royalty Override:

125. To qualify for Royalty Overrides, a Supervisor must certify that they
comply with Herbalife’s “10-Retail Customer Rule” and “70% Rule.” Under these
rules, a Supervisor “must personally make sales to at least 10 separate retail

customers each month,” and “at least 70% of the total value of Herbalife products
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a Distributor purchases each Volume Month must be sold or consumed that
month.” A copy of the Earnings Certificate form is found on page 48 of Exhibit C.

126. Herbalife Supervisors must requalify annually by paying the Annual
Processing Fee and by meeting similar volume requirements as the original
qualification requirements.

127. 1In Herbalife’s 10-Ks, Herbalife reported that for the years 2012,
2011, 2010, and 2009, its Sales Leader retention rate was approximately 51.10%,
48.6%, 43.3%, and 42.2%, respectively.

World Team (SL)

128. Herbalife promotes Supervisors to the World Team if they meet one
of the three following requirements. They achieve 10,000 Total Volume Points in
one month after becoming a Qualifying or a Fully-Qualified Supervisor. Or if they
achieve 2,500 Total Volume Points each month for four consecutive months. Or if
they are awarded 500 Royalty Override Points in one month. World Team
members get special planning and training sessions targeted to accelerate their
progress to TAB Team membership and all the benefits of being a Supervisor.

129. According to Herbalife’s 2012 Statement, World Team members’
average annual earnings are $6,224 and the median compensation is $5,659 in

payments from Herbalife.

TAB Team (SL)

130. Supervisors are eligible to become members of the “Top Achievers
Business Team” (“TAB Team”), which includes three steps: Global Expansion
Team (“GET”), Millionaire Team, and President’s Team.

131. TAB team members are eligible for Production Bonuses. The TAB
Team Production Bonus is a bonus on the downline Organizational Volume (the

volume on which a Supervisor is paid a Royalty Override).
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GET Team (SL)

132. Herbalife promotes a Supervisor to the GET Team if that Supervisor
accrues 1,000 Royalty Override Points each month for three consecutive months.

133. As a GET Team member, the distributor gets all the benefits of a

Supervisor and can earn TAB Team Production Bonuses based on the qualification
level, can qualify for vacation and training events and can participate in special
advanced trainings and conference calls.

134. A GET Team member can qualify for a monthly 2% TAB Team
bonus payment of the downline Organizational Volume, which Herbalife
describes as a partial reward for the team member’s “undivided loyalty” to the
company.

135. According to Herbalife’s 2012 Statement, GET Team members have
an average annual earnings of $22,766 and median compensation of $19,417 in
payments from Herbalife.

Millionaire Team (SL)

136. If a Supervisor achieves 4,000 Royalty Override Points each month
for three consecutive months, Herbalife promotes that Supervisor to the
Millionaire Team the following month and, after a waiting period of two months,
that Millionaire Team member can earn a 2-4% monthly TAB Team bonus off the
downline’s Organizational Volume. Millionaire Team members also get all the
benefits of being a Supervisor.

137. According to Herbalife’s 2012 Statement, Millionaire Team members
earn an average of $100,195 and median of $97,303 in payments from Herbalife.

President’s Team (SL)

138. Herbalife promotes a Supervisor who accrues 10,000 Royalty
Override Points in three consecutive months to the President’s Team where, after
a waiting period of three months the President’s Team member can earn a 2%-6%

Production Bonus.
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139. To qualify for the President’s Team, a Supervisor must accrue 20,000
to 50,000 Royalty Override Points in three months. The TAB Team bonuses range
from 2% to 7%, depending on the number of Royalty Override Points the
Supervisor accrues.

140. For all TAB Team members, the Production Bonus decreases from
the maximum percentage depending on whether there are other TAB Team
members in the Tab Team member’s downline earning Production Bonuses on the
volume.

141. According to Herbalife’s 2012 Statement, President’s Team members
(which include the Chairman’s Club and Founder’s Circle Members) earn an
average of $514,638 and median of $336,901 in payments from Herbalife.

Chairman’s Club (SL)
142. Herbalife promotes a distributor to the Chairman’s Club if the

distributor has five Fully-Qualified President’s Team members in five separate
lines of the distributor’s downline organization.

143. Chairman’s Club Members are eligible for a percentage of
Herbalife’s global sales. This bonus is the “Mark Hughes Bonus Award.”

144. The Mark Hughes Bonus Award is a bonus pool representing a 1% of
Herbalife’s worldwide product sales (calculated using SRP). Herbalife distributes
this bonus annually among the Chairman’s Club and Founder’s Circle Members.
A copy of the 2010 Mark Hughes Bonus Award Qualifications and Rules is
attached as Exhibit J.

145. The rules to qualify for a Mark Hughes Bonus are incredibly
complex. They largely depend on a distributor having President’s Team Members
within their downline who meet certain production requirements, the Royalty
Override Points that Herbalife awards the distributor, and their overall
organization production. Notably, there are no rules requiring additional retail

sales beyond the “10-Retail Customer Rule” and “70% Rule.”
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1 146. Herbalife can also exercise discretion in awarding the MH Bonus.
2 || Chairman’s Club and Founder’s Circle members are encouraged to
3 Demonstrate leadership and Herbalife spirit. ...Support, promotion and
4 participation in Herbalife efforts, including Company meetings and other
5 efforts such as conference calls, Herbalife Broadband Network (HBN),

6 audio/visual recordings, promotions, marketing and sales, projects,

7 suggestions and working with the Company as it develops strategic plans

8 and leads the effort to enhance the Company’s overall business...

9 Attendance of the Distributorship at major events.
10 147. Plaintiffs are informed based on information found at
11| http://www.herbalife.com/chairmansclub <visited April 4, 2013> and believe
12 || there were only forty-three Chairman’s Club members, worldwide, as of April 4,
13| 2013.
14 Founders Circle (SL)
15 148. The pinnacle of the Herbalife endless chain is the Founder’s Circle.
16 149. Herbalife promotes a distributor to the Founder’s Circle if the
17| distributor has ten first-line, Fully-Qualified President’s Team members in ten
18 || separate lines of that distributor’s downline organization.
19 150. Founder’s Circle members are also eligible for the “Mark Hughes
20|| Bonus Award.”
21 151. Plaintiffs are informed based on information found at
22| http://www.herbalife.com/chairmansclub that as of April 4, 2013, there are only
23| eight Founder’s Circle members, worldwide.
24 THE ILLEGAL SCHEME
25 152. Herbalife’s compensation structure rewards recruiting of new
26 || participants over retail sales and leads to abuses.
27 153. These abuses include: (1) Herbalife and Beneficiaries and Promoters
28 || making outlandish statements about potential earnings and the business
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opportunity for potential and actual distributors; (2) distributors focusing on
recruiting new distributors rather than on making retail sales of products; (3)
distributors purchasing more products than they can feasibly sell to actual retail
customers to meet volume requirements (a practice known as “inventory
loading”); (4) Herbalife and Beneficiaries and Promoters encouraging other
distributors to make “one-time” purchases to jump up the chain to higher levels
(“pay determines position” and “position determines pay”’); and (5) Herbalife and
Beneficiaries and Promoters encouraging their downline distributors to recruit
other distributors so they can use those distributors’ purchases to move higher up
the chain and get the Royalty Overrides, bonuses, and other incentives.

154. Herbalife Ltd.’s 2011 and 2012 10-Ks describes this compensation
structure as necessary to keep “its most active and productive distributors” — the
Beneficiaries and Promoters:

Once a distributor becomes a sales leader, he or she has the

opportunity to qualify by earning specified amounts of royalty

overrides for the Global Expansion Team, the Millionaire Team or the

President’s Team, and thereby receives production bonuses of up to

7%. We believe that the opportunity for distributors to earn royalty

overrides and production bonuses contributes significantly to our

ability to retain our most active and productive distributors.

155. Inits 2011 10-K, Herbalife Ltd. admits its business depends upon it
success in recruiting and retaining distributors:

Our ability to remain competitive depends, in significant part, on our

success in recruiting and retaining distributors through an attractive

compensation plan and other incentives. We believe that our

production bonus program, international sponsorship program and

other compensation and incentive programs provide our distributors

with significant earning potential.
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In its 2012 10-K, Herbalife changed that to mention its products: “Our ability to
remain competitive depends on having relevant products that meet consumer
needs, a rewarding compensation plan, and a financially viable company.”

156. With the 2004 and 2005 disclosures by Herbalife regarding its NSL
turnover of 90% (who make up 83% of its total distributors) and disclosures that
of the remaining 17% who are Supervisors and above, 43%-51% of its
Supervisors do not requalify, historically, most Herbalife distributors will fail.

157. As illustrated best by Exhibit B, Herbalife’s 2012 Statement the
Herbalife endless chain scheme makes money for those few at the top— the
Beneficiaries and Promoters — and those are the distributors Herbalife tries to
retain to remain competitive in the industry — and disappoints the many at the
bottom who cannot make retail profits and who give up on the Herbalife “business
opportunity” in droves.

Herbalife’s Inducement of New Recruits

158. Herbalife induces new recruits to join the Herbalife program through
material false representations that such recruits can re-sell Herbalife products for
retail profit and can move up the endless chain and earn commissions, bonuses,
and other incentives because of their recruiting activities.

159. Besides representations made in the IBP or mini-IBP, Herbalife also
promotes the scheme using distributor testimonials. In testimonials Herbalife
published on its website, Herbalife tells recruits and distributors:

a. Natalie and Justin M. say that “‘Now we control our destiny.’ ... ‘We
researched different business opportunities,’... ‘But Herbalife offered
the chance to work from home, coupled with solid earning
potential.””

b. Scotty M. says that “‘After just two years working the business, I was
able to quit my job and become a full-time Distributor.” ‘I wanted to

be my own boss.” ... ‘I’ve been able to upgrade to a bigger home and
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nicer car.””

c. Wendy W. says “‘I’m the owner of an International business!’ ... ‘If
you have little or no business experience, don’t worry; determination
can go a long way!””

These statements taken from Herbalife’s website are attached as Exhibit K.

160. In Herbalife’s IBP and Mini-IBP, Herbalife includes a magazine
called Live the Good Life! HERBALIFE (Exhibit F (excerpts)). There, with
images of currency, luxury vehicles, boats, and expensive homes, Herbalife tells
recruits that it is a “part-time opportunity,” “[a] full-time Opportunity,” and “[t]he
opportunity to earn more than you ever thought possible and make your dreams
come true!” Recruits are also told this is “[a] business opportunity for everyone
that’s fun, simple and magical!” and that all they need to do is: use the products,
wear the button, and talk to people — “Use, Wear, Talk.”

161. In Live the Good Life! Herbalife, Herbalife provides the following

example of potential ways that new recruits can earn income.
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162. Based on Herbalife’s 2012 Statement, a distributor receiving checks
of $2,450 a month or $8,775 a month would be at least in the top 0.23% or
0.092% of all U.S. distributors, respectively. Prior to Herbalife’s 2012 Statement,
a prospective or actual distributor had no way to know how atypical Herbalife’s
examples were.

163. Herbalife also distributes a magazine called Herbalife Today.
Herbalife Today follows a format where Herbalife’s CEO and President, Michael
Johnson, has a letter to distributors, as well as product advertisements, as well as a
section called “Success Stories,” featuring a President’s Circle member, along
with other success stories of TAB Team and GET Team members.

164. In the Herbalife Today magazine, Issue No.156, which Herbalife
distributed in 2012 to Plaintiffs and other members of the class, Michael Johnson
writes, “[m]illions of people’s lives are being improved through our products and
our business opportunity.” Selected portions of Herbalife Today, Issue No. 156
are attached as Exhibit L. Plaintiffs reviewed Herbalife Today.

165. For the “Success Story,” Herbalife Today, Issue No. 156, p.11-12,
features a Chairman’s Club member, Paulina Riveros. Herbalife tells a tale of
Paulina working part-time using “a proven and surprisingly simple approach to
breathe life into her organization: using the products, wearing the button, and
talking to people.” “This is how Paulina began climbing the Marketing Plan and
earning amazing income. ... Today she lives in a spacious ranch in Florida, and
has a lifestyle that she couldn’t have imagined in her wildest dreams.”

166. Herbalife Today, No 156, also features a section called “Where
Inspiration Meets Success: At a crossroads in their lives, these Distributors took
the high road, and turned their inspiration into success.” There, distributors like
Deisy T., advises readers:

You only have to put in the hard work along with the dedication, patience

and discipline, attributes you can learn at the events. Herbalife is a real
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opportunity for everyone who is willing to focus and work for his or her

goals. Plant a seed every day and you will harvest lifetime success.

167. Herbalife Today is full of “success” stories of distributors. They
boast of: their “successful international business that I managed to build from
scratch”; leaving high-paying jobs to join the Herbalife business; enjoying “a
lifestyle that they always dreamed of”; replacing “two engineering salaries with
Herbalife income”; and “making more money than he could have ever imagined.”
Herbalife has published similar testimonials in Herbalife Today for the last four
years.

168. Herbalife also has its own official YouTube channel,
http://www.youtube.com/user/Herbalifelntl. There, a video entitled “Why
Herbalife, Why Now? Building your Business” (uploaded on December 22, 2008
and available through April 9, 2013, <http://www.youtube.com/watch?v=-

990e0Olwchw>) demonstrates the Herbalife “pitch.”
169. Herbalife’s Chairman and CEO, Michael Johnson, introduces that

video, saying “boy do we have a solution to help you in these tough economic
times.” Highlighting the economic uncertainty at the time, the video asks “why
Herbalife?” To that question, various distributors respond: “it’s recession proof.”
“When everybody else is having troubles, listen — we’re flourishing.” “When the
economy is bad our business is fueled.” “I got started in a recession -- this is my
fourth recession. I’'m more excited about today than ever before.” And “This
opportunity can be your answer.”

170. In that video, Distributors tell viewers that with Herbalife “you get to

9% ¢¢ 99 ¢ 99 ¢

be your own boss,” “earn extra money,” “work from home,” “raise your own

99 <6 99 ¢

children,” “make your own hours,” “make part-time or full-time money,” “take

29 ¢¢

your family on vacations,” “give your family all the extras that they deserve,”
“change your lifestyle to do whatever you want to do.” When asked again, “why

Herbalife, “recruits are told “because you can finally earn what you’re worth.”
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171. The video ends with the Herbalife’s Chairman and CEO exclaiming,
“So why are you waiting. Come on -- at Herbalife we’ve got the answer to these
tough economic times. Contact the person who sent you this video and start
improving your life right now. Become an Herbalife independent distributor
today.”

172. Herbalife features the Beneficiaries and Promoters on its website

www.herbalife.com/chairmansclub (visited April 8, 2013) and at

www.video.herbalife.com. There, many of the Beneficiaries and Promoters have

videos detailing their expensive lifestyles, lavish homes, luxury cars, and their
“rags-to-riches” stories, all purportedly made possible through Herbalife.

173. Herbalife also prominently features the Beneficiaries and Promoters
in literature, flyers, and public events.

174. Herbalife sponsors what it calls an “Herbalife Extravaganza.” The
Herbalife Extravaganza is annual convention that Herbalife promotes in Herbalife
Today, online and through emails. At the Extravaganza, Herbalife distributors
come from around the country for sales and marketing advice and tips from
Beneficiaries and Promoters.

175. In one video taken from the Herbalife 2010 Extravaganza in Los
Angeles, California, Beneficiary and Promoter Geri Cvitanovich, in minutes 1:40-
3:00, tells a convention hall filled with distributors that the Herbalife plan “is a
confidence plan ... to take you from where you are to wherever you want to go,”
grooming them to become multimillionaires:

all of us are getting groomed to become multi-millionaires. That is an

awesome opportunity. Now you can take advantage of it. Or you only

want to make $60,000, $100,000, couple $100,000. But the fact that

we are all here getting groomed to become millionaires in today’s

marketplace to me is an awesome privilege to be a part of. And I just

want those of you who are new to know that you are in the right place
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at the right time. The fastest amount of growth in the shortest amount

of time in our history. And we are doing nothing but going up.
That video can be found at http://www.youtube.com/watch?v=PmeLJHHKoDk
(visited April 8, 2013).

176. In another video taken at the Herbalife 2011 Extravaganza in Las
Vegas found at http://www.youtube.com/watch?v=cVbd8bw4MIQ (visited April 8,

2013) Beneficiary and Promoter Susan Peterson tells attendees, at minutes 1:03-

1:58 that, if they are not getting rich in Herbalife, “it’s wrong” and that they are

taking things for granted:
A lot of us, we built our organizations not when it was easy but when
it was hard. When it was terrible. When it was tough. And to make a
fortune in the tough times is really something. But to make it in the
easy times you would think everyone would do it and to not do [it] 1s
just to me wrong. I mean if you are not getting rich today in Herbalife,
I’m going to be honest, it’s wrong. It’s really wrong. It means you’re
taking things for granted.

Peterson instructs attendees at minutes 3:00-5:42 that to increase their royalty

checks, they should focus on recruiting people looking for opportunity:

If you want to recruit somebody who loves the products and who
wants to be your discounted customer because they love the products
... I would say keep doing that and it’s wonderful. But you can’t
count that in business-building recruiting. If you want to move the
check, you need to find other people that want to make money and
represent the Herbalife products and Herbalife opportunity. People
that are like you that want to be distributors....find those people that
are looking for opportunity. That want to change their family’s lives
and their financial situation. [Those are the] people you need to work

with. [Those are] the people you need to find. And believe me, there
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has never been an easier time to find people like that, okay, because
our economy is bad in America. But at the same time our opportunity
has never been stronger. Our brand, our product, our company, our
direction. And if you aren’t going after this, shame on you. Because
you’re going to miss the greatest time-period to literally go here
[gestures with her hand down] to here [gestures with her hand up]
with your royalty check. It doesn’t happen often. It has happened two
times in my Herbalife career. This is number three. This is the time to
work. This is the time to recruit. This is the time to build a new
organization. This is the time. There has never been a time this easy.
You’ve gotta go for this.

177. In avideo profile of Beneficiary and Promoter Doran Andre found at

http://www.youtube.com/watch?v=2dYK605bAaU (visited April 8, 2013) Andre

tells about how, at minutes 1:08-2:00, he went from working for a company at 22

building his own Herbalife distributorship:

There [were] people in the company that wanted to mentor us. There
was a support system, an infrastructure, a business model that all we
needed to do is execute. And then before you know it, in four months
working the same amount of hours, two to three hours a week, [our]
income hit $1,500 a month...and in 90 days our income hit $10,000 a
month. And our very first calendar year our income hit $350,000. And

our second year... our income hit a million one.

Andre goes on to remark, after a tour of his luxury home and images of his red

Ferrari, at minutes 4:00-4:15:

You know it’s really amazing. I step out of the Ferrari or Bentley or
whatever and people go ‘what does that guy do for a living?” and |

go I’m an Herbalife independent distributor. And people are
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absolutely amazed at that that’s what I do. It’s an incredible quality
of life.

Andre also operates what he calls the “Financial Success System.” In a video

found at http://vimeo.com/20317153 (visited April 8, 2013) promoting his system,
he shows his $30,000,000 home, luxury cars and motorcycle and tells his audience:
“the big money hasn’t even been made in Herbalife.... The biggest money in the
shortest period of time is going to be in the next 3-5 years.”
178. These types of grand overstatements regarding distributors’ potential
earnings and opportunities are part of a pattern and practice throughout the
Herbalife endless chain. One Herbalife distributor’s website,

http://www.cwgteam.com/, (visited April 8, 2013) promises that:

how far you take your Herbalife business and the income you require
or desire is your decision. However, you may be interested in the
following statistics:

o Lottery Win: 1 in 13 million chance of becoming a millionaire
o Herbalife Distributor: 1 in 26,000 chance of becoming a
millionaire

o Herbalife Supervisor: 1 in 2,600 chance of becoming a
millionaire

o Herbalife World Team member: 1 in 800 chance of becoming a
millionaire

o Herbalife Global Expansion Team member: 1 in 80 chance of
becoming a millionaire

0 Herbalife Millionaire Team member: 1 in 8 chance of becoming
a millionaire

o Herbalife President’s Team member: becoming a millionaire is

a certainty
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Herbalife’s Deception Regarding Potential Earnings

179. When making statements regarding their wealth and the potential
wealth for new recruits, Herbalife and the Beneficiaries and Promoters routinely
refer the readers or viewers (with an asterisk and a footnote) to the Herbalife
“Statement of Average Gross Compensation of U.S. Supervisors.” They disclaim,
“Incomes applicable to the individual (or example) depicted and not average. For
average financial performance data, see the Statement of Average Gross
Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.”

180. At a meeting with Wall Street analysts in 2007, Herbalife’s Chairman
and CEO Michael Johnson characterized these Statements of Average Gross
Compensation as “transparent” to distributors:

We are transparent with our earnings potential among supervisors.

The staff [sic.] on this page which is the average gross compensation

of U.S. supervisors is a public document, it is available on our website

and 1s part of our introductory business pack that all new distributors

receive. So, every new distributor in this Company knows exactly

where they stand and what their opportunity is inside the Company.

181. As Johnson explains, throughout 2009-to the present, Herbalife
distributed its “Statements of Average Gross Compensation of U.S. Supervisors,”
to all of its U.S. distributors both in Book 4, the Sales and Marketing Plan, as well
as on the internet.

182. At the bottom of each of its disclosures made from 2009-February
2013 (Exhibit A) Herbalife tells its distributors: “The figures stated above are not
a guarantee nor are they a projection of a typical Distributor’s earnings or profits.
Like any other independent business, the achievement or failure of a Distributor
depends upon his or her skill set, commitment and desire to succeed. At Herbalife,

the opportunity to earn more is always available to each and every Distributor.”
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1 183. From at least 2009 through February 2013, however, Herbalife
2| cherry-picked the data set that they used to create their 2008-2011 Statements.
3 || They only reported the incomes of “Supervisors” and above, and further limited
4| that data set to “Active Leaders” — those who “generated at least 2,500 points of
5|| volume in” in the year “after becoming Supervisor.”
6 184. According to their 2011 Statement, “Active Leaders” only make up
71| 39.4% of Herbalife’s “Leaders.” Thus, not only did Herbalife fail to disclose any
8 || earnings as to majority of distributors who were NSLs, Herbalife failed to disclose
91| the earnings of 60.6% of SLs in their statements distributed in 2012. See Exhibit

10{| A. A portion is below:

11

12

13
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185. 1In February 2013, Herbalife released an updated and extended
disclosure. A full copy is available at Exhibit B. A portion is below:
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186. Plaintiff is informed and believes based on Herbalife’s 2012
Statement that Herbalife’s representation in its 2008-2011 Statements that “[o]ver
25% of Distributors reach the level of Supervisor and above” is false and
misleading. The 2012 Statement disclosed that 83% of all of its distributors in
2012 were NSLs, leaving only 17% as Supervisors and above in 2013. Including
the 30,621 distributors who became Supervisors through their own Personally
Purchased Volume, brings the percentage of Supervisors to 22.89% of all
distributors.

187. Herbalife’s 2012 Statement discloses that 71% of all U.S.
Distributors — 351,065 distributors — are “Single-Level Distributors” with no
downline.

188. Herbalife’s 2012 Statement discloses that there are only 60,333 NSLs
with a downline (Senior Consultants and Qualified Producers). Of that number,
only 2,466 of those distributors earned “Wholesale Profits.” Even then, the
average “wholesale profits” of those 2,466 distributors was $104 for a total
payment of $256,464 paid to NSLs in 2012 in “Wholesale Profits.”

189. Herbalife’s 2012 Statement also discloses that a “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.”

190. Similarly, Herbalife’s 2012 Statement discloses that besides the
82,464 SLs, there are 30,621 SLs who “paid for their position.”

191. Inits 2012, 2011, 2010, and 2009 10-K disclosures, Herbalife makes
at least some disclosure to investors and potential investors that it retains 51.1%,
48.6%, 43.3%, and 42.2% of its Sales Leaders; until the 2012 Statement;

Herbalife, however, failed to disclose this same fact to distributors and potential
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1 || distributors. Finally, in the 2012 Statement Herbalife provided distributors the
2 || same information that it thinks is important for investors: “51.0% of all sales
3|| leaders as of February 1%, 2011, requalified by February 1%, 2012 (including 33%
41| of first time sales leaders).”
5 192. All of the information not disclosed in the 2008-2011 Statements are
6 || relevant for: recruits deciding if Herbalife really is the “answer to these tough
7|| economic times”; recruits deciding to become Herbalife distributors; distributors
81| deciding to purchase Herbalife product; distributors reading glowing profiles on
9|| Herbalife Today; distributors evaluating their chances of earning “Wholesale
10|| profits,” distributors deciding whether to purchase product to “pay for position”;
11| distributors deciding whether to recruit other distributors; and distributors
12 || evaluating Founder’s Circle members telling them they are “groomed to become
13 || multi-millionaires” and that if they are not “getting rich today in Herbalife...It’s
14| really wrong.”
15 Herbalife’s Recruiting Rewards Price-Out Products
16 193. Because Herbalife sends such a large percentage of every dollar
17| received by it upline as Wholesale Profits, Royalty Overrides, bonuses, and
18 || incentives — $0.46 to $0.64 of every dollar paid it for product — Herbalife sets the
19| SRP at an inflated price well over what Herbalife’s products sell at in the open
20 || marketplace.
21 194. While Herbalife’s “competitive compensation structure” supposedly
22 || pays out up to 73% of product revenues to distributors in “Retail and Wholesale
23 || Profits, Royalty and bonus income and incentives,” it falls on the Herbalife
24| distributor retailing the product to recoup this 73%.
25 195. This inflated markup necessary for the “competitive compensation
26| structure” makes Herbalife’s products uncompetitive for retail sale at SRP.
27
28
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Overcharges on Packaging and Handling

196. On top of this inflated SRP, Herbalife charged a 7% “packaging and
handling” fee based on the SRP for products ordered directly from Herbalife. A
distributor must add that 7% fee to the SRP to recoup their costs and earn the
promised retail profits.

197. Besides this 7% surcharge, Herbalife charged its distributors from
2.5% to 4% of the SRP if they had products shipped to them instead of picking the
products up at an Herbalife distribution center (there are only six centers in the
U.S.). For a distributor to earn the promised profit on a retail sale, the distributor
would need to resell the product at 109.5% to 111% of SRP.

198. Based on Herbalife’s 2008-2011 10-Ks, Herbalife’s average revenue
for North America for “packaging and handling” and shipping is 10.33%, 10.50%,
10.59, and 10.7% of its total “Retail Sales” (which it uses the SRP to calculate).

199. Inan April 21, 2011 letter to the SEC, Herbalife states “[t]he
shipping and handlings costs for 2010, 2009, and 2008 were $58 million, $49
million and $48 million, respectively.” Herbalife’s 2010 and 2009 10-Ks,
however, account for Herbalife’s revenues for North America (which includes
Canada, Jamaica, and Aruba) from shipping and handling for 2010, 2009, and
2008 as $102.70 million, $87.30 million, and $80.8 million, respectively.

200. Plaintiff is informed and believes based on the discrepancy between
these reported numbers that Herbalife overcharged members of the class in 2009
and 2010 by millions of dollars for packaging, shipping, and handling. Because
Herbalife has not changed its formula to calculate the “Packaging and Handling”
and shipping costs since 2009, Plaintiff is informed and believes that Herbalife
has similarly overcharged and profited from Plaintiffs and the class from their
supposed “Packaging and Handling” and “Shipping” fees during 2011, 2012, and
2013.
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201. Plaintiff is further informed and believes that Herbalife uses this
surcharge on top of the SRP as a way to avoid having to pay $0.46 to $0.64 of the
actual revenue it receives from purchases upline. By using a surcharge, Herbalife
can increase its profit margin without dramatically raising the SRP on its products
(and without having to share those price increases with the Beneficiaries and
Promoters).

202. Because of the inflated SRP and the packaging, handling, and
shipping fees, the prices distributors pay for Herbalife’s products are so high that
the profit Herbalife promises on retail sales at the Distributor level is almost
impossible.

203. While there is a retail component to the Herbalife endless chain, the
inflated SRP of the products and inflated shipping and handling fees make it
unlikely that Herbalife distributors have meaningful opportunities to have retail
sales. As Herbalife pays out “Wholesale Profits,” royalties, bonuses, and other
incentives regardless of whether the downline distributor sells the product at SRP
there is a systematic incentive to recruit other distributors.

204. Herbalife’s system of graduated discounts depending on position
exacerbates this problem. Distributors who purchase Herbalife products at a 25%,
35%, or 42% discount must compete on price with other distributors higher up the
endless chain who can purchase products at greater discount and sell those same
products at or around cost.

205. Based on Plaintiffs’ experience in selling Herbalife products and
competing in the marketplace, they are informed and believe that Herbalife’s
distributors routinely discount Herbalife products on EBay, Craigslist, and on
various websites from the SRP, and there is little opportunity for retail profits.

206. Because the distributors are Herbalife’s actual customers and
consumers of its products and those actual customers and consumers are

overpaying $0.46 to $0.64 on the dollar for product, those distributors drop out at
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overwhelming numbers, and Herbalife requires an ever expanding network of so-
called distributors.
Herbalife’s Sales and Marketing Plan Does Not Have or Follow
Safeguards

207. InInre Amway Corp., 93 F.T.C. 618 (1979) (“Amway”) the FTC
recognized four rules that may help a direct marketer avoid the characteristics of
an FTC Act violation: the initial investment rule, the 70% rule, the buyback rule,
and the 10 customer rule.

208. Under the FTC Act, these rules are designed to deter inventory
loading and encourage retail sales. In Omnitrition, the Ninth Circuit explained that
where “a distribution program appears to meet the Koscot definition of a pyramid
scheme, there must be evidence that the program’s safeguards are enforced and
actually serve to deter inventory loading and encourage retail sales.” Omnitrition,
79 F.3d 776 (1996).

209. Because Plaintiffs bring their claims under Section 327 of the
California Penal Code and not Section 5 of the FTC Act, these rules do not provide
a defense to alleged violations of Section 327. See Omnitrition, 79 ¥.3d 776, 787.
And even if the Amway rules were relevant, Herbalife does not follow or
adequately enforce them.

210. The Initial Investment Rule. The FTC decision noted that illegal
schemes require a payment or initial disbursement by a new participant for the
right to sell products and the right to earn rewards, in return for recruiting other
participants into the program and which are unrelated to sale of product to the
ultimate user.

211. Herbalife requires each new Herbalife distributor to purchase an IBP
or mini-IBP at a cost of $95.55 or $57.75, respectively.

212. Because Herbalife increases its discount off the SRP on a graduated

basis for Distributors, Senior Consultants, Success Builders, Qualified Producers,
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and Supervisors, however, Herbalife requires an initial investment well beyond the
price of the IBP if a distributor wants to compete in the marketplace for retail
consumers of Herbalife products or move up the Herbalife endless chain to a place
where they can earn commissions, Royalty Overrides, bonuses, and incentives.

213. Following the mantra of “pay for your position” and “position
determines the pay,” Herbalife and Beneficiaries and Promoters pressure
distributors to make a significant investment to “buy their discount” and get the
“highest discount for the least expenditure.”

214. In the IBC, Booklet 3, Building Your Business (Exhibit H)
Herbalife encourages its distributors on page 18 to invest in product inventory for
customer orders:

Here are some areas you may want to consider putting money

towards:

e Product Inventory for customer orders

e Personal product inventory

e Advertising for your business

e Training events/seminars

e Business costs, such as office supplies

e And, most of all, yourself!”

215. In explaining why it is important to build an investment inventory,
Herbalife tells distributors on page 19 of Exhibit H:

eYou can’t sell what you don’t have. Carry enough inventory on

hand to cover all your local sales ...

e Many people purchase product on the spot. Carry enough product

on hand to accommodate spur-of-the-moment sales. You don’t want

to make a paying customer wait ...

e [f you are doing a one-on-one presentation, don’t make the

customer wait for product...”
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216. The “70%” Rule: The 70% rule is as follows: “[t]o ensure that

distributors do not attempt to secure the performance bonus solely on the basis of

purchases, Amway requires that, to receive a performance bonus, distributors
must resell at least 70% of the products they have purchased each month....
Amway enforces the 70% rule.” Amway, 93 F.T.C. 618, 646, 73.
217. Herbalife’s 70% rule, found at page 71 of Exhibit C is:
In order to qualify for and receive Royalty Overrides, Production
Bonuses, and other bonuses paid by Herbalife, at least 70% of the
total value of Herbalife products a Distributor purchases each
Volume Month must be sold or consumed that month. For the
purpose of fulfilling the certification requirements of this Rule, a
Distributor may count any or all of the following:

» Sales to retail customers;

» Sales at wholesale to downline Distributors;

* Product used for personal or family consumption; and

* *Product consumed at Nutrition Clubs.

If the Distributor fails to timely certify to Herbalife that they
have sold or consumed 70% of the product purchases made that
Volume Month, Royalty Overrides, Production Bonuses, and other
bonuses will not be paid to the Distributor.

*If a Distributor utilizes Nutrition Club sampling activity
towards compliance, the Distributor shall maintain a log of member
visits for at least two years, setting forth the name of the member,
dates of visits, and contact information, and shall make those records

available for verification purposes if requested by the Company.

218. Herbalife’s 70% Rule does not require that Herbalife’s distributors

resell at least 70% of the Herbalife products to resale customers because it allows

“[p]roduct used for personal or family consumption” to satisfy the rule. Self-
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consumption does not count as a retail sale for purposes of the 70% Rule. See
Omnitrition, 79 F.3d 776, 783 citing Koscot, 86 F.T.C. 1106,1181.

219. Herbalife does not require a Supervisor to make any retail sales as
the rule allows “[s]ales at wholesale to downline Distributors.” Thus, it does not
meet the 70% Rule.

220. Moreover, the 70% Rule is not applied to NSL distributors (or
Supervisors who do not have a First, Second, or Third Level) even though those
distributors can qualify for compensation in promotions up the chain, increased
discounts on purchases, and commissions on downline purchases.

221. While Herbalife requires Supervisors and above to “certify” that they
have complied with the 70% rule, Plaintiff is informed and believes based the
Court’s finding of fact in its August 25, 2009 Memorandum & Order Regarding
Cross-Motions for Summary Judgment, Herbalife International of America, Inc. v.
Ford et al. Case No. 2:07-CV-2529-GAF-FMO (C.D. Cal.), that “Herbalife does
not perform audits to determine compliance with the 70% Rule unless there is an
ongoing ‘ethical investigation’ of a Supervisor suspected of violating Herbalife’s
policies.” See Memorandum & Order (Docket No. 374), 8:16-19. Moreover, even
if Herbalife were to perform audits, it does not promote any meaningful change by
its distributors who it finds violates its 70% Rule.

222. The Ten Customer Rule: The “ten customer rule” provides that
“distributors may not receive a performance bonus unless they prove a sale to each
of ten different retail customers during each month. . . .” Amway, 93 F.T.C. 618,
646, 74.

223. Herbalife’s Rule is: Rule 18-B The 10 Retail Customers Rule

A Distributor must personally make sales to at least ten (10) separate

retail customers in a given Volume Month to qualify for and receive

Royalty Overrides, Production Bonuses, and other bonuses paid by

Herbalife. For the purpose of fulfilling the certification requirements
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of this Rule, a Distributor may count any or all of the following each

Volume Month.

. A sale to a retail customer;

. A sale to a first-line Distributor with up to 200 Personally

Purchased Volume Points (and no downline Distributors) may be

counted as a sale to one (1) retail customer; and

. * A Nutrition Club member who consumed products during ten

(10) visits to a Nutrition Club within one Volume Month may be

counted by the Nutrition Club operator as a sale to one (1) retail

customer.

If the Distributor fails to timely certify to Herbalife that they have

sold to at least ten (10) retail customers in a given Volume Month,

Royalty Overrides, Production Bonuses, and other bonuses will not

be paid to the Distributor.

224. Herbalife’s Ten Customer Rule does not mandate sales to customers
not already Herbalife distributors. Herbalife allows “[a] sale to a first line
Distributor with up to 200 personally purchased Volume Points (and no downline
Distributors) which may be counted as a sale to one (1) retail customer,” to count
to satisfy the Retail Customer Rule.

225. Distributors can also satisfy this Herbalife’s rule by giving away free
samples of Herbalife products at their Nutrition Clubs. This does not constitute an
“actual sale” under Omnitrition or Koscot.

226. Herbalife does not apply the Ten Customer Rule to NSL distributors
and Supervisors (who do not have a First, Second, or Third Level), even though
they can obtain performance bonuses in promotions up the chain, increased
discounts on purchases, and commissions on downline purchases.

227. Herbalife’s 10 Customer Rule and 70% Rule are ineffective in

ensuring its distributors focus on retailing the products over recruiting. Because
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only distributors eligible for Royalty Overrides, bonuses, and other incentives
must comply with the rule, to even become a distributor subject to the rules a
distributor must recruit heavily and would be in at least the top 10% of all
Herbalife distributors.

228. The Buy Back Rule. The buy back rule requires participants to buy
back from any person they recruited any saleable, unsold inventory upon the
recruit’s leaving Amway. Amway, 93 F.T.C. 618, 716. The purpose of the rule is to
“reduce or eliminate the possibility of inventory loading by insuring that program
participants do not find themselves saddled with thousands of dollars’ worth of
unsaleable products.” Omnitrition, 79 F.3d 776, 784.

229. Herbalife has a 30-Day Money Back Guarantee for “retail
customers.” When a retail customer returns product, they return the product to the
distributor who sold them the product. That distributor is required, within 30 days
of paying the refund to the customer, to send back the unused portion of the
product or the containers. Then Herbalife exchanges the returned product with an
identical replacement product for the Distributor, regardless of whether that
distributor has another customer who wants to purchase the product or products.

230. Herbalife has no such “Money Back Guarantee,” for a distributor.

231. The distributor can return products purchased from Herbalife within
the prior 12 months on the following conditions:

a. The distributor must resign as an Herbalife Distributor (and forfeit all
of their downline).
b. Herbalife reimburses a distributor the SRP of a product less that

distributor’s discount to purchase the product, less a 10% restocking
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fee.” A distributor does not receive a reimbursement of the 7%
packaging and handling fee of the SRP or the shipping fee.
c. If the distributor has received Royalty Overrides, that distributor
must return all of their records relative to the 70% rule.
An “Inventory Repurchase Request Form” is found at page 50 of Exhibit C.
232. If a distributor purchases products from distributors in their upline
(and not directly from Herbalife) this return policy does not apply. As NSLs can
purchase product from their sponsor or their first upline Supervisor, unlike
Amway’s rule mandating that participants had to buy back recruit’s product,
Herbalife leaves its NSLs at the mercy of their upline to determine whether they
will accept the return.
233. As Herbalife took a 10% restocking fee from 2009 through August
of 2012, Herbalife has not complied with the “buy back rule.”
234. As Herbalife does not reimburse the distributor for the inflated
packaging and shipping fees, Herbalife has not complied with the “buy back rule.”
235. Herbalife knows of, approves, promotes, and facilitates the
systematic noncompliance with or breach of, the rules that purportedly protect
against the operation of an illegal scheme.
Herbalife is Bound to Operate as an Endless Chain Scheme
236. Herbalife cannot fix itself even if it wants to. In Herbalife’s 2012 10-
K, it explains it is contractually bound to continue implementing and operating
this endless chain scheme:
This agreement with our distributors provides that we will not change
certain aspects of our marketing plan without the consent of a specified

percentage of our distributors. For example, our agreement with our

7 Plaintiffs are informed and believe that the 10% restocking fee was discontinued
sometime in August of 2012.
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distributors provides that we may increase, but not decrease, the discount

percentages available to our distributors for the purchase of products or the

applicable royalty override percentages, including roll-ups, and production
and other bonus percentages available to our distributors at various
qualification levels within our distributor hierarchy.

237. As Plaintiffs have not made such an agreement with Herbalife,
Plaintiffs are informed and believe that the agreement Herbalife refers to is
between Herbalife and Beneficiaries and Promoters and others.

Tolling Applies To Plaintiffs’ Claims

238. As explained herein, Herbalife, through its actions and omissions,
intended to, and did, conceal from Plaintiffs and other distributors in the class
during the relevant period material facts and information relating to Herbalife’s
endless chain scheme and its deceptive earnings claims. Plaintiffs did not
discover, nor had they reason to discover, the information necessary for the causes
of action set forth in this Complaint until at least February 7, 2013, when
Herbalife disclosed its most recent Statement of Average Gross Compensation,
and/or when the original complaint was filed.

239. Herbalife’s acts and omissions constitute a “continuing violation”
such that any limitations period for Plaintiffs’ claims did not begin to accrue until
the date of the last wrong or injury that is the subject of this action.

Class Action Allegations
240. Plaintiffs bring this action as a class action under Federal Rule of
Civil Procedure 23.
241. Plaintiffs seek to represent a nationwide class defined as follows:
“All persons who were Herbalife distributors in the United States from April 2009

until the present.”
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242. Excluded from the class are the Defendants, their employees, family
members, and any distributor who has been a member of the President’s Circle,
Founder’s Circle, Chairman’s Club, Millionaire Team, or the GET Team.

243.  Subject to confirmation, clarification and/or modification based on
discovery to be conducted in this action, Plaintiffs seek to represent a subclass of
individuals who signed up to Herbalife under a pre-February 2013 Statement of
Average Gross Compensation (“Pre-February 2013 Statement of Average Gross
Compensation Subclass”) “All persons who were Herbalife distributors in the
United States from April 2009 to February 6, 2013 and who received a pre-
February 2013 Statement of Average Gross Compensation in their IBP or mini-
IBP.”

244. Subject to confirmation, clarification and/or modification based on
discovery to be conducted in this action, Plaintiffs seek to represent a subclass of
individuals who paid “Packaging and Handling” and/or Shipping charges (the
“Packaging & Handling and FedEx Freight Subclass”) defined as follows: “All
persons who were Herbalife distributors in the United States from April 2009 to
April 14, 2013 and who paid ‘Packaging and Handling’ and Shipping charges
before April 14, 2013.”

245. Plaintiffs seek relief for themselves and all members of the class who
agreed to a choice of law of California under California’s Unfair and Deceptive
Practices Acts, and California’s Fraudulent Advertising Act.

246. Plaintiffs seek to pursue a private attorney general action for
injunctive relief for themselves and all members of the class who agreed to a
choice of law of California, and they satisfy the standing and class action
requirements.

247. While the exact number of members in the Class and Subclasses are
unknown to Plaintiffs at this time and can only be determined by appropriate

discovery, membership in the class and subclasses is ascertainable based upon the
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records maintained by Defendant. It is estimated that the members of the Class are

greater than 400,000 and each subclass easily number in the hundreds of thousands.

Therefore, the Class and Subclasses are so numerous that individual joinder of all

Class and Subclass members is impracticable under Fed. R. Civ. P. 23(a)(1).

248.

There are questions of law and/or fact common to the class and

subclasses, including but not limited to:

a.

b.

Whether Herbalife is operating an endless chain;

Whether distributors paid money to Herbalife for (1) the right to sell
a product and (2) the right to receive, in return for recruiting others,
rewards which were unrelated to the sale of the product to retail

consumers;

c. Whether Amway’s four rules apply to Section 327 claims;

If the Amway rules do apply, are Herbalife’s Amway rules effective;
If the Amway rules do apply, and Herbalife’s Amway rules are
effective, did Herbalife enforce those rules;

Whether Herbalife or the Beneficiaries and Promoters omitted to
inform Bostick and the plaintiff class that they were entering into an
illegal scheme where an overwhelming number of participants lose
money;

Whether Herbalife’s Statements of Average Gross Compensation
distributed from 2009 through 2012 were deceptive and misleading;
Whether Herbalife overcharged for Packaging and Handling;
Whether Herbalife overcharged for shipping;

. Whether Herbalife’s conduct constitutes an unlawful, unfair and/or

deceptive trade practice under California state law
Whether Herbalife’s conduct constitutes unfair competition under

California state law; and
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1.  Whether Herbalife’s conduct constitutes false advertising under
California state law and

249. These and other questions of law and/or fact are common to the class
and subclasses and predominate over any question affecting only individual class
members.

250. Plaintiffs’ claims are typical of the claims of the class and subclasses
in that Plaintiffs were distributors for Defendant Herbalife and lost money because
of the illegal scheme, each paid Packaging and Handling” and FedEx freight fees
that were based on the SRP of a product and each received a pre-February 2013
Statement of Average Gross Compensation.

251. Plaintiffs will fairly and adequately represent the interests of the class
and subclasses. Plaintiffs’ claims are typical of those of the class and subclasses.
Plaintiffs’ interests are fully aligned with those of the class and subclasses. And
Plaintiffs have retained counsel experienced and skilled in complex class action
litigation.

252. Class action treatment is superior to the alternatives for the fair and
efficient adjudication of the controversy alleged, because such treatment will
allow many similarly-situated persons to pursue their common claims in a single
forum simultaneously, efficiently and without unnecessary duplication of
evidence, effort, and expense that numerous individual actions would engender.

253. Plaintiffs know of no difficulty likely to be encountered in the
management that would preclude its maintenance as a class action.

FIRST CLAIM FOR RELIEF
(ENDLESS CHAIN SCHEME; California Penal Code §327
and Section 1689.2 of the California Civil Code)
Against All Defendants
(On Behalf of the Class)
254. Plaintiffs reallege all allegations.
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255. Section 1689.2 of the California Civil Code provides:

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 consideration paid pursuant to the scheme,
less any amounts paid or consideration provided to the participant
pursuant to the scheme.

256. Herbalife is operating an endless chain scheme.

257. Plaintiffs and the class have suffered an injury in fact and have lost
money or property because of Herbalife’s operation of an endless chain, business
acts, omissions, and practices.

258. Plaintiffs and the class are entitled to:

a. rescind the contract upon which the scheme is based and recover all
consideration paid under the scheme, less any amounts paid or
consideration provided to the participant under the scheme;

b. restitution, compensatory and consequential damages (where not
inconsistent with their request for rescission or restitution); and

c. attorneys’ fees, costs, pre- and post-judgment interest.

SECOND CLAIM FOR RELIEF
(Unfair and Deceptive Practices Claims Under
Cal. Bus, & Prof. Code § 17200, et seq.)
(On Behalf of the Class, the Pre-February 2013 Statement of Average Gross
Compensation Subclass, and the
Packaging & Handling and FedEx Freight Subclass)
Against All Defendants
259. Plaintiffs reallege all allegations.
260. All claims brought under this Second Cause of action that refer or
relate to the unlawful, fraudulent or unfair “endless chain” of Defendants are

brought on behalf of Plaintiffs and the Class.
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261. All claims brought under this Second Cause of Action that refer or
relate to the unlawful, fraudulent or unfair pre-February 2013 Statements of
Average Gross Compensation and the touted Herbalife “business opportunity” are
brought on behalf of Plaintiffs and the Pre-February 2013 Statement of Average
Gross Compensation Subclass.

262. All claims brought under this Second Cause of Action that refer or
relate to the unlawful, fraudulent or unfair “Packaging and Handling” or FedEx
freight fees before April 14, 2013 are brought on behalf of Plaintiffs and the
Packaging & Handling and “Freight Prepaid” to FedEx Shipping Subclass.

263. Herbalife has engaged in constant and continuous unlawful,
fraudulent and unfair business acts or practices, and unfair, deceptive, false and
misleading advertising within the meaning of the California Business and
Professions Code § 17200, ef seq. The acts or practices alleged constitute a pattern
of behavior, pursued as a wrongful business practice that has victimized and
continues to victimize thousands of consumers.

The Herbalife Sales and Marketing Plan Is Unlawful

264. Under California Business and Professions Code § 17200, an
“unlawful” business practice is one that violates California law.

265. Herbalife’s business practices are unlawful under § 17200 because
they constitute an illegal “endless chain” as defined under, and prohibited by,
California Penal Code § 327.

266. Herbalife utilizes its illegal “endless chain” with the intent, directly
or indirectly, to dispose of property in Herbalife products and to convince
distributors to recruit others to do the same.

267. Herbalife’s business practices are unlawful §17200 because they
violate §17500 et seq., as alleged in the Third Cause of Action.

The Herbalife Sales and Marketing Plan Is Fraudulent
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268. Under California Business and Professions Code § 17200, a
“fraudulent” business practice is one that is likely to deceive the public.

269. Herbalife’s business practices are fraudulent in four separately
actionable ways: (1) Herbalife’s illegal and deceptive “endless chain;” (2) the
touted, yet non-existent, Herbalife “business opportunity” for everyone, including
but not limited to Herbalife’s massive advertising campaign and the misleading
Statements of Average Gross Compensation; (3) the “Packaging and Handling”
fees that actually were secret profit generators untied to, and undetermined by,
Defendants’ actual packaging and handling related costs; and (4) alleged FedEx
freight fees that, in fact, were not a direct pass through of freight charges paid by
Herbalife to FedEx but were secretly and substantially marked-up by Herbalife to
generate more profits.

The Fraudulent “Endless Chain”

270. First, as detailed herein, Defendants promoted participation in the
Herbalife endless chain, which has a compensation program based on payments to
participants for the purchase of product by participants, not the retail sale of
products or services.

271. Herbalife has made numerous misleading representations about the
business opportunity of Herbalife and the income that a recruit or a distributor can
realize by becoming a distributor and participating in the scheme.

272. Herbalife knew, or should have known, that the representations about
the business opportunity of Herbalife were misleading in nature.

273. As adirect result of Herbalife’s fraudulent representations and
omissions regarding the Herbalife endless chain described herein, Herbalife
wrongly acquired money from Plaintiffs and the members of the classes.

The Fraudulent “Business Opportunity’”’ and Statements of Average Compensation

274. Second, Herbalife touted, in numerous different ways as part of a

massive advertising campaign, a “business opportunity,” which Herbalife also
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repeatedly and in many ways represented, among other things, as being “for
everyone” and allowing “full time” or “part time” opportunities.

275. The massive advertising campaign included among other things, the
IBP or mini-IBP, the magazine Herbalife Today, emails, websites, presentations
by Herbalife and the Beneficiaries and Promoters, training, word of mouth among
distributors, and events.

276. As part of this campaign and a further inducement to potential
distributors, prior to February 2013, Herbalife made and disseminated Statements
of Average Gross Compensation that further misled the public, among other
things: (1) by using cryptic and technical terms known to Herbalife but not to the
general public or to those exploring the claimed “business opportunity,” (2) by
highlighting the “winners,” 1.e., those that received compensation from Herbalife,
and the average gross compensation paid by Herbalife to those winners, (3) by
failing to disclose the actual number of “winners” as compared to the number of
distributors who received no compensation from Herbalife (i.e., the “losers™); and
(4) by downplaying and omitting the risks and costs involved in starting an
Herbalife distributorship and succeeding in such a distributorship.

277. In reality, the touted “business opportunity” was only for a select
few. As disclosed for the first time in the 2013 Statement, 436,591 distributors (or
approximately 87.9% of all distributors) received no payments from Herbalife in
2012, and another 39,151 (or approximately 8.4% of all distributors) received an
average of only $292 from Herbalife during the entire year. And these numbers
did not include expenses incurred by distributors in the operation or promotion of
their businesses, meaning there were likely more net losers who made no profit at
all.

278. Herbalife knew, or should have known, that the selective information
presented to distributors in the 2008-2011 Statements of Average Gross

Compensation and its massive adverting campaign during that time frame touting
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its purported “business opportunity” was likely to mislead the public and did in
fact mislead the public into believing there was a legitimate “business
opportunity” in which distributors, or a large portion of them, could make money
in either a full or part time capacity. In fact, however, there was no such “business
opportunity,” except for a very select few.

279. As a direct result of Herbalife’s fraudulent representations and
omissions regarding the 2008-2011 Statements of Average Gross Compensation
and the massive adverting campaign during that time frame and thereafter touting
Herbalife’s purported “business opportunity” described herein, Herbalife wrongly
acquired money from Plaintiffs and the members of the classes.

The Fraudulent “Packaging and Handling” Fees
280. Prior to April 14, 2013, Plaintiffs and the class purchased Herbalife

products and were charged a 7% “Packaging and Handling” fee based on the SRP
of the products purchased.

281. Although Herbalife represented to its distributors that the “Packaging
and Handling” fees were designed to recover “a great deal of administrative time
and labor [related to] . . . processing, handling and marketing,” on information and
belief, Herbalife set the fees at 7% of product SRP without first doing any analysis
of such costs in relation to product SRPs or revenues from product sales. In other
words, Herbalife set the amount of these “Packaging and Handling” fees based on
what it believed distributors would pay without objection and not in relation to
any study or analysis of its administrative time and labor related to processing,
handling and marketing, as represented.

282. Plaintiff is informed and believes that Herbalife’s actual “packaging
and handling” costs are far lower than the revenues that Herbalife received from
its “Packaging and Handling” fees and thus that these fees were secret profit
generators as opposed to specific fees tied to, or at least set in relation to, specific

costs, as represented.
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283. Herbalife knew, or should have known, that the misrepresentations
and omissions about the “Packaging and Handling” fees were likely to mislead the
public and its distributors.

284. As a direct result of Herbalife’s fraudulent representations and
omissions regarding the purported “Packaging and Handling” fees described
herein, Herbalife wrongly acquired money from Plaintiffs and the members of the
classes.

The Fraudulent FedEx Freight Fees
285. Fourth, from April 2009 up to at least April 14, 2013, Plaintiffs

purchased Herbalife products and were charged a supposedly FedEx freight fee
that was based on the SRP of a product.

286. Herbalife told its distributors, among other things, that “[o]rders
shipped via Fed Ex, Herbalife’s most popular freight service, are shipped freight
prepaid,” that “[a]ll other freight service are shipped freight collect,” and that
“[w]hen you request FedEx as the method of shipment on an order, your delivery
and freight will be calculated as indicated in the ground chart.”

287. “Freight prepaid” is a commonly known and used shipping term that
means the seller of goods pays the shipper’s freight charges.

288. Also, Herbalife’s various product order forms during this time frame
described product shipping as occurring through “FedEx Ground”,” “FedEx — 2
Day” and “FedEx — 1 Day” and set forth various percentage fees based on which
method was chosen.

289. Herbalife’s disclosures, in its IBPs and on its various product forms,
represented to the public and Herbalife’s distributors that the FedEx freight
charges were a direct pass through of the actual freight costs that Herbalife paid to

FedEx to deliver goods to distributors.
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290. Nowhere did Herbalife state or imply that it would be marking-up or
otherwise inflating the freight costs it paid to FedEx to ship products to
distributors.

291. Instead, all of Herbalife’s disclosures implied a direct pass through of
third party FedEx charges when a distributor chose Herbalife’s “freight prepaid”
to FedEx method and related charges.

292. Because of the representations and omissions of Herbalife, Plaintiffs
purchased Herbalife products, chose Herbalife’s FedEx method of delivery and
were misled into not even exploring their “freight collect” options.

293. On information and belief, there were alternative “freight collect”
shipping options that would have cost less than Herbalife’s FedEx freight fees.

294. Furthermore, Plaintiffs are informed and believe that Herbalife’s
claimed FedEx freight fees were not actually the “freight prepaid” by Herbalife to
FedEx and were not even calculated according to the formulas disclosed to
distributors on the product order forms.

295. Instead, Plaintiffs are informed and believe that Herbalife had
different agreements with FedEx for lower freight costs and that the actual FedEx
freight costs incurred by Herbalife were substantially less than the revenues
Herbalife received from the FedEx freight fees charged to its distributors.

296. As aresult, Plaintiffs and the class were misled into paying, and did
in fact pay, bogus and inflated FedEx freight fees that were a secret profit
generator for Herbalife.

297. Herbalife knew, or should have known, that its FedEx freight
disclosures were untrue and misleading in that they misrepresented the freight fees
as directly passing through the actual “freight prepaid” costs of Herbalife to a
third party, FedEx, while Plaintiffs and the class were unknowingly being

charged, and paying, separate and undisclosed charges to Defendants.
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298. As a direct result of Herbalife’s fraudulent representations and
omissions regarding the “FedEx freight fees described herein, Herbalife wrongly
acquired money from Plaintiffs and the members of the classes.

Standing, Reliance and Materiality

299. The named Plaintiffs have standing to bring these Section 17200
claims under the fraudulent prong and can demonstrate actual reliance on the
alleged fraudulent conduct.

300. For instance, Plaintiffs received the IBP or mini-IBP, which
promoted the Herbalife Scheme and claimed “business opportunity” and
contained material false representations regarding the success distributors could
achieve through Herbalife by purchasing products and recruiting others to do the
same. Because of their receipt of the IBP or mini-IBP, and the representations
contained therein, Plaintiffs did not return the IBP for a refund, signed up with
Herbalife, purchased Herbalife products, did not immediately return those
products, and attempted to and recruited others to do the same.

301. The IBP or mini-IBP was sent by Herbalife with the purpose and
intent of promoting Herbalife’s illegal and deceptive scheme and claimed
“business opportunity.” Plaintiffs received the IBP or mini-IBP, which promoted
the Herbalife “business opportunity.” Book 4 of the IBP and mini-IBP the Sales
and Marketing Plan contained a “Statement of Average Gross Compensation of
U.S. Supervisors,” referenced above, which contained deceptive and misleading
information regarding the likelihood of success in becoming a Supervisor as well
as the average earnings of distributors and the amount of product revenues that are
paid out by Herbalife to distributors in the form of Wholesale Profits, Royalty and
bonus incomes and incentives. Because of their receipt of the IBP or mini-IBP,
and the representations contained in the “Statement of Average Gross
Compensation of U.S. Supervisors,” Plaintiffs reasonably believed they could

succeed in the “business opportunity,” did not return the IBP or mini-IBP for a
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refund, purchased Herbalife products and did not immediately return them, signed
up as Herbalife distributors, and attempted to and recruited others to do the same.
302. There were other representations made to distributors as part of the

massive advertising campaign regarding the claimed “business opportunity,” on
which Plaintiffs or some of them, reasonably believed the representations they
could succeed in the “business opportunity,” did not return the IBP or mini-IBP for
a refund, purchased Herbalife products and did not immediately return them,
signed up as Herbalife distributors, and attempted to and recruited others to do the
same. These other representations include, but are not limited to the following:

a. The Herbalife Today magazine featuring the “Royalty Achievers”
“President’s Team,” “Millionaire Team,” and “Lifetime Achievers,”
including members of the Beneficiaries and Promoters, which
promoted Herbalife and contained material false representations
regarding the “business opportunity” and the success that a
distributor could achieve through Herbalife by purchasing products
and recruiting others to do the same.

b. Emails from Herbalife that promoted Herbalife and contained
material false representations regarding the success that a distributor
could achieve through Herbalife by purchasing products and
recruiting others to do the same.

c. Websites, such as www.herbalife.com,

https://www.myherbalife.com/, and http://www.herbalifemail.com/,

which promoted the fraudulent scheme through videos of
Beneficiaries and Promoters containing material false representations
regarding the “business opportunity” available to distributors and the
wealth that a distributor could get by agreeing to become an

Herbalife distributor.
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d. Presentations by Herbalife distributors, such as the one Bostick
received in the Internet Business Starter Pack, which contained
material false representations regarding the “business opportunity”
and the success that a distributor could get through Herbalife by
purchasing products and recruiting others to do the same.

e. Presentations by Herbalife, including the presentations described in
this complaint, which contained material false representations
regarding the “business opportunity” and the success that a
distributor could get through Herbalife by purchasing products and
recruiting others to do the same.

f. Training and events, such as the Extravaganza as described in this
complaint, where Herbalife distributors made material false
representations regarding the “business opportunity” and the success
that a distributor could get through Herbalife by purchasing products
and recruiting others to do the same.

303. Plaintiffs and the class also purchased Herbalife products and were
charged 7% “Packaging and Handling” fees that appeared to be designed to recoup
“packaging and handling” costs and also were described elsewhere as covering
administrative time and labor related to processing, handling and marketing.
Plaintiffs and the class relied upon these representations and paid the “Packaging
and Handling” fees without objection, believing the fees were recovering actual
costs when in fact they were secretly generating additional profits for Herbalife.

304. Plaintiffs and the class also purchased Herbalife products and were
charged FedEx freight fees that implied a direct pass through of shipping costs
paid to a third party, FedEx, when in fact they were not direct pass through charges
and were instead secret, undisclosed profit generators. The class relied upon these

representations and paid the FedEx freight fees without objection, believing they
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were simply paying the actual shipping costs charged by FedEx, when they were
not.

305. To the extent proof of reliance is required of Plaintiffs, Herbalife and
the Beneficiaries and Promoters knew that Plaintiffs and the class would
reasonably rely on their representations and omissions, which would cause the
Plaintiffs and the class joining the fraudulent endless chain scheme and purchasing
the products, and Plaintiffs did in fact reasonably rely upon such representations
and omissions.

306. Indeed, had Plaintiffs and the class known that Herbalife and its
Beneficiaries and Promoters were promoting an endless chain, they would not
have become Herbalife distributors in the first place and, if learned after becoming
a distributor, they would not have purchased Herbalife products thereafter.

307. Had Plaintiffs and the class known that Herbalife was promoting a
“business opportunity” that did not exist except for a select few, they would not
have become Herbalife distributors in the first place and, if learned after becoming
a distributor, they would not have purchased Herbalife products thereafter.

308. And had Plaintiffs and the class known that the “Packaging and
Handling” fees were not calculated or set in relation to actual packaging and
handling costs and instead were secret profit generators, they would not have
become Herbalife distributors in the first place, would not have purchased
Herbalife products, or would have contacted Herbalife to object and attempt to
avoid paying the fees.

309. Regarding the FedEx freight fees, had Plaintiffs and the class known
that Herbalife was not directly passing through such fees to the shipper, Fed Ex,
they could have and would have explored freight collect options that could have
saved them money on shipping, or they could have picked up the products in
person, or they could have objected and tried to negotiate the actual shipping fees

with Herbalife.
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310. Finally, the fraudulent acts, representations and omissions described
herein were material not only to Plaintiffs and the class (as described in this
complaint), but also to reasonable persons. For instance, regarding the alleged
“business opportunity” and representations in, and omissions from, the 2008 to
2011 Statements of Average Gross Compensation, and on information and belief, a
large percentage of individuals who signed up as Herbalife distributors during this
time frame expected that they could and would receive annual compensation at the
approximate level of the “average earnings compensation,” in total, disclosed in
the Statements of Average Gross Compensation. Unfortunately, no such large
percentage actually could or did earn such an amount.

The Herbalife Sales and Marketing Plan Is Unfair

311. Under California Business and Professions Code § 17200, a business
practice is “unfair” if it violates established public policy or if it is immoral,
unethical, oppressive or unscrupulous and causes injury which outweighs its
benefits.

312. For the reasons set forth herein and above, Herbalife’s promotion and
operation of an unlawful and fraudulent endless chain, and its fraudulent
representations and omissions regarding its purported “business opportunity,”
“Packaging and Handling” fees, and FedEx freight fees are also unethical,
oppressive, and unscrupulous in that Herbalife is and has been duping Plaintiffs
and the class out of billions, or at least hundreds of millions, of dollars.

313. Herbalife’s actions have few, if any, benefits. Thus, the injury caused
to Plaintiffs and the class easily and dramatically outweighs the benefits, if any.

314. Defendants should be made to disgorge all ill-gotten gains and return
to Plaintiffs and the class all wrongfully taken amounts.

315. Finally, Defendants’ unlawful, fraudulent and unfair acts and
omissions will not be completely and finally stopped without orders of an

injunctive nature. Under California Business and Professions Code section 17203,
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Plaintiffs and the class seek a judicial order of an equitable nature against all
Defendants, including, but not limited to, an order declaring such practices as
complained of to be unlawful, fraudulent and unfair, and enjoining them from
further undertaking any of the unlawful, fraudulent and unfair acts or omissions
described herein.
THIRD CLAIM FOR RELIEF
False Advertising
(California Business and Professions Code § 17500, et seq.)

(On Behalf of the Class, the Pre-February 2013 Statement of Average Gross
Compensation Subclass, and the Packaging & Handling and FedEx Freight
Subclass)

Against All Defendants

316. Plaintiffs reallege all allegations.

317. All claims brought under this Third Claim for Relief that refer or
relate to the false, untrue, fraudulent or misleading endless chain of Defendants
are brought on behalf of Plaintiffs and the Class.

318. All claims brought under this Third Cause of Action that refer or
relate to the false, untrue, fraudulent or misleading pre-February 2013 Statements
of Average Gross Compensation and the touted Herbalife “business opportunity”
are brought on behalf of Plaintiffs and the Pre-February 2013 Statement of
Average Gross Compensation Subclass.

319. All claims brought under this Third Claim for Relief that refer or
relate to the false, untrue, fraudulent or misleading “Packaging and Handling” or
FedEx freight fees before April 14, 2013 are brought on behalf of Plaintiffs and
the Packaging & Handling and FedEx Freight Subclass.

320. Defendants’ business acts, false advertisements and materially

misleading omissions constitute false advertising, in violation of the California

Business and Professions Code § 17500, et seq.
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321. Defendants engaged in false, unfair and misleading business
practices, consisting of false advertising and materially misleading omissions
regarding the purported “business opportunity,” likely to deceive the public and
include, but are not limited to, the items set forth above. Herbalife knew, or should
have known, that the representations about the business opportunity of Herbalife
were misleading in nature.

322. Defendants’ marketing and promotion of the “Packaging and
Handling” that appeared to be designed to recoup “packaging and handling” costs,
but, in fact, were secret profit generators for Herbalife, as set forth above.
Defendants knew or should have known, in exercising reasonable care, that the
statements they were making were untrue or misleading and deceived members of
the public. Defendants knew or should have known, in exercising reasonable care,
that distributors, including Plaintiffs, would rely, and relied on Defendants’
misrepresentations and omissions.

323. Defendants’ marketing and promotion of the FedEx freight fees that
implied a direct pass through of shipping costs paid to a third party, FedEx, when
in fact they were not direct pass through charges and were instead secret,
undisclosed profit generators, constitutes false advertising likely to deceive the
public and include, but are not limited to, the items set forth above. Defendants
knew or should have known, in exercising reasonable care, that the statements they
were making were untrue or misleading and deceived members of the public.
Defendants knew or should have known, in exercising reasonable care, that
distributors, including Plaintiffs, would rely, and relied on Defendants’
misrepresentations and omissions.

324. Because of Defendants’ untrue and/or misleading representations,
Defendants wrongfully acquired money from Plaintiffs and the class members to
which it was not entitled. The Court should order Defendants to disgorge, for the

benefit of Plaintiffs and all other Herbalife distributors in the class who signed a
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Distributor Agreement with Herbalife governed by California law their profits and
compensation and/or make restitution to Plaintiffs and the class.

325. Under California Business and Professions Code Section 17535,
Plaintiffs and the class seek a judicial order directing Defendants to cease and
desist all false advertising related to the Defendants’ illegal endless chain scheme,
and “Packaging and Handling” fee, and such other injunctive relief as the Court
finds just and appropriate.

326. Because of Defendants’ untrue and/or misleading representations,
Defendants wrongfully acquired money from Plaintiffs and the class members to
which it was not entitled. The Court should order Defendants to disgorge, for the
benefit of Plaintiffs and all other Herbalife distributors in the class who signed a
Distributor Agreement with Herbalife governed by California law their profits and
compensation and/or make restitution to Plaintiffs and the class.

327. Under California Business and Professions Code Section 17535,
Plaintiffs and the class seek a judicial order directing Defendants to cease and
desist from all false advertising related to the Defendants’ illegal e scheme, and
“Packaging and Handling” fee, and such other injunctive relief as the Court finds
just and appropriate.

PRAYER FOR RELIEF

The named Plaintiffs and the Plaintiff class and subclasses request the
following relief:

a. Certification of the class and subclasses;

b. A jury trial and judgment against Defendants;

c. Rescission of the agreements upon which the scheme is based, and
recovery of all consideration paid pursuant to the scheme, less any amounts paid or

consideration provided to the participant pursuant to the scheme;
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d. Damages for the financial losses incurred by Plaintiffs and by the
class and subclasses because of the Herbalife Defendants’ conduct and for injury to
their business and property;

e. Restitution and disgorgement of monies;

f. Temporary and permanent injunctive relief enjoining Herbalife from
paying its Distributors recruiting rewards that are unrelated to retail sales to
ultimate users and from further unfair, unlawful, fraudulent and/or deceptive acts;

g. The cost of suit including reasonable attorneys’ fees under California
Code of Civil Procedure § 1021.5, Civil Code §1689.2, and otherwise by law.

h. For damages in an amount yet to be ascertained as allowed by law;
and

1. For such other damages, relief and pre- and post-judgment interest as
the Court may deem just and proper.

DATED: June 9, 2014 FABIAN & CLENDENIN, P.C.
FOLEY BEZEK BEHLE & CURTIS, LLP

/s/ Philip D. Dracht

Philip D. Dracht

Scott M. Petersen (Admitted Pro Hac)
Jason W. Hardin (Admitted Pro Hac)

Thomas G. Foley, Jr.
Robert A. Curtis

Justin P. Karczag
FOLEY BEZEK BEHLE & CURTIS, LLP

Attorneys for Plaintiffs

DEMAND FOR JURY TRIAL

Plaintiffs demand a jury trial as provided by Rule 38(a) of the Federal Rules

of Civil Procedure.

74

FIRST AMENDED COMPLAINT




CasH

O 0 9 O n A~ W N =

N NN N N N N N N e e e e e e e
o N N »n kA~ W NN = ©O OV 0O N N R W NN = O

2:13-cv-02488-BRO-SH Document 78 Filed 07/07/14 Page 75 of 75 Page ID #:2263

DATED: June 9, 2014

4840-8247-4779, v. 1

FABIAN & CLENDENIN, P.C.
FOLEY BEZEK BEHLE & CURTIS, LLP

/s/ Philip D. Dracht

Philip D. Dracht

Scott M. Petersen (Admitted Pro Hac)
Jason W. Hardin (Admitted Pro Hac)

Thomas G. Foley, Jr.
Robert A. Curtis

Justin P. Karczag
FOLEY BEZEK BEHLE & CURTIS, LLP

Attorneys for Plaintiffs
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EXHIBIT A

EXHIBIT A
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STATEMENT OF AVERAGE GROSS COMPENSATION
OF U.S. SUPERVISORS - 2011

Herbalife offers its Distributors an opportunity to achieve a lifetime of better health through its
scientifically advanced weight management and nutrition products. While many of our Distributors join
the Herbalife family simply to enjoy our life-changing products, others want to share their results and
take advantage of the many income benefits our business opportunity provides. With Herbalife, you can
work part-time and earn a supplemental income, or focus solely on your Herbalife Distributorship and
increase your financial potential. It's completely up to the individual how much he or she wants to
achieve! A Distributor earns profits by buying Herbalife products at wholesale and reselling them at
retail. If the Distributor wants to increase his or her involvement in the business and enjoy the possibility
of higher levels of income, he or she may sponsor others into the business and develop an organization.

Over 25% of Distributors reach the rank of Supervisor and above (“Leader”), qualifying them for
additional compensation which is paid by Herbalife based upon their activities and those they have
sponsored directly and indirectly. The annual gross compensation paid by Herbalife to all Leaders
during 2011 averaged $2,900 (with a median level of $741). Over 39% of Supervisors are “Active”
(defined as those who generated at least 2,500 points of volume in 2011 after becoming Supervisor).
The annual gross compensation paid by Herbalife to Active Leaders during 2011 averaged $7,354 (with
a median level of $637).

ACTIVE LEADERS
Average Earnings
% of Total % of Active Compensation Median Compensation
Earning Level Leaders Leaders (USD) (USD)

President’'s Team 0.2 % 0.6 % $ 514,638 $ 336,901
Millionaire Team 0.7 % 1.7 % $ 100,195 $ 97,303
Get Team 2.6 % 6.5 % $ 22,766 $ 19,417
World Team 29 % 7.3% $ 6,224 $ 5,659
Supervisor 33.1 % 83.9 % $ 901 $ 475
Total 39.4% 100 % $ 7,354 $ 637

The amounts above do not include the income Distributors can earn from their retail or wholesale
income, so the actual compensation can be somewhat higher, depending upon each Distributor’s
personal-selling efforts. Also, the figures above are gross, not net income.

The figures stated above are not a guarantee nor are they a projection of a typical Distributor’s earnings
or profits. Like any other independent business, the achievement or failure of a Distributor depends
upon his or her skill set, commitment and desire to succeed. At Herbalife, the opportunity to earn more
is always available to each and every Distributor.

Revised: 07/25/12
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Herbalife offers its Distributors an opportunity to achieve a lifetime of
better health through its scientifically advanced weight-management
and nutrition products. While many of our Distributors join the
Herbalife family simply to enjoy our life-changing products, others
want to share their results and take advantage of the many income
benefits our business opportunity provides. With Herbalife, you can
work part time and earn a supplemental income, or focus solely on
your Herbalife Distributorship and increase your financial potential.
It's completely up to the individual how much he or she wants to
achieve! A Distributor earns profits by buying Herbalife products
at wholesale and reselling them at retail. If the Distributor wants
to increase his or her involvement in the business and enjoy the
possibility of higher levels of income, he or she may sponsor others
into the business and develop an organization.

Over 25% of Distributors reach the rank of Supervisor and above
(“Leader"”), qualifying them for additional compensation, which is
paid by Herbalife based upon the sales production of those they have
sponsored directly and indirectly. The annual gross compensation
paid by Herbalife to all Leaders during 2011 averaged $2,900. Over
39% of Supervisors are “Active” (defined as those who generated
at least 2,500 points of volume in 2011 after becoming Supervisor).
The annual gross compensation paid by Herbalife to Active Leaders
during 2011 averaged approximately $7,300.

ACTIVE LEADERS
Earning Level % of Total % of Active Average Earnings
Leaders Leaders (USD)

President’s Team 0.2% 0.6% $ 515,689
Millionaire Team 0.7% 1.7% $100,195
GET 2.6% 6.5% $ 22,766
World Team 2.9% 1.3% $ 6,224
Supervisor 33.1% 83.9% $ 9m
Total 39.4% 100.0% $ 7348

The amounts above do not include the income Distributors can earn
from their retail or wholesale income, so the actual compensation
can be somewhat higher, depending upon each Distributor’s
personal-selling efforts.

The figures stated above are not a guarantee nor are they a
projection of a typical Distributor’'s earnings or profits. Like any
other independent business, the achievement or failure of a
Distributor depends upon his or her skill set, commitment and
desire to succeed. At Herbalife, the opportunity to earn more is
always available to each and every Distributor.
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STATEMENT OF AVERAGE GROSS COMPENSATION
OF U.S. SUPERVISORS - 2010

Herbalife offers its Distributors an opportunity to achieve a lifetime of better health
through its scientifically advanced weight management and nutrition products. While
many of our Distributors join the Herbalife family simply to enjoy our life-changing
products, others want to share their results and take advantage of the many income
benefits our business opportunity provides. With Herbalife, you can work part-time and
earn a supplemental income, or focus solely on your Herbalife Distributorship and
increase your financial potential. It's completely up to the individual how much he or she
wants to achieve! A Distributor earns profits by buying Herbalife products at wholesale
and reselling them at retail. If the Distributor wants to increase his or her involvement in
the business and enjoy the possibility of higher levels of income, he or she may sponsor
others into the business and develop an organization.

Over 25% of Distributors reach the rank of Supervisor and above (“Leader”), qualifying
them for additional compensation which is paid by Herbalife based upon the sales
production of those they have sponsored directly and indirectly. The annual gross
compensation paid by Herbalife to all Leaders during 2010 averaged $2,700. Over 37%
of Supervisors are “Active” (defined as those who generated at least 2,500 points of
volume in 2010 after becoming Supervisor).The annual gross compensation paid by
Herbalife to Active Leaders during 2010 averaged approximately $7,100.

Active Leaders

Earning Level % of Total Leaders % of Active Leaders Average Earnings (USD)
President’'s Team 0.2% 0.6% $ 486,985
Millionaire Team 0.7% 1.8% $ 95,484

GET 2.5% 6.7% $ 21,343
World Team 2.9% 7.8% $ 5,688
Supervisor 31.3% 83.1% $ 812

Total 37.6% 100.0% $ 7,071

The amounts above are in addition to and do not include profits earned on the resale of
products to consumers or other Distributors.

The figures stated above are not a guarantee nor are they a projection of a typical
Distributor's earnings or profits. Like any other independent business, the achievement
or failure of a Distributor depends upon his or her skill set, commitment and desire to
succeed. At Herbalife, the opportunity to earn more is always available to each and
every Distributor.
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STATEMENT OF AVERAGE GROSS COMPENSATION
OF U.S. SUPERVISORS - 2009

Herbalife offers its Distributors an opportunity to achieve a lifetime of better health through its
scientifically advanced weight management and nutrition products. While many of our Distributors
join the Herbalife family simply to enjoy our life-changing products, others want to share their
results and take advantage of the many income benefits our business opportunity provides. With
Herbalife, you can work part-time and earn a supplemental income, or focus solely on your
Herbalife Distributorship and increase your financial potential. It's completely up to the individual
how much he or she wants to achieve! A Distributor earns profits by buying Herbalife products at
wholesale and reselling them at retail. If the Distributor wants to increase his or her involvement
in the business and enjoy the possibility of higher levels of income, he or she may sponsor others
into the business and develop an organization.

Over 25% of Distributors reach the rank of Supervisor and above (“Leader”), qualifying them for
additional compensation which is paid by Herbalife based upon the sales production of those they
have sponsored directly and indirectly. The annual gross compensation paid by Herbalife to all
Leaders during 2009 averaged $2,400. Over 46% of Supervisors are “Active” (defined as those
who generated at least 2,500 points of volume in 2009 after becoming Supervisor).The annual
gross compensation paid by Herbalife to Active Leaders during 2009 averaged approximately

$5,100.

Active Leaders

Earning Level % of Total Leaders % of Active Leaders Average Earnings (USD)
President’s Team 0.2% 0.5% $ 449,261
Millionaire Team 0.7% 1.4% $ 85,515

GET 2.4% 5.2% $ 19,470

World Team 2.6% 5.6% $ 5,064
Supervisor 40.9% 87.3% $ 478

Total 46.8% 100.0% $ 5,120

The amounts above are in addition to and do not include profits earned on the resale of products
to consumers or other Distributors.

The figures stated above are not a guarantee nor are they a projection of a typical Distributor’s
earnings or profits. Like any other independent business, the achievement or failure of a
Distributor depends upon his or her skill set, commitment and desire to succeed. At Herbalife, the
opportunity to earn more is always available to each and every Distributor.
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Statement of Average Gross Compensation
of U.S. Supervisors in 2008

Herbalife offers its Distributors an opportunity to achieve a lifetime of better health
through its scientifically advanced weight-management and nutrition products. While
many of our Distributors join the Herbalife family simply to enjoy our life-changing
products, others want to share their results and take advantage of the many income
benefits our business opportunity provides. With Herbalife, you can work part-time and
earn a supplemental income or focus solely on your Herbalife Distributorship and
increase your financial potential. It's completely up to the individual how much he or she
wants to achieve! A Distributor earns profits by buying Herbalife products at wholesale
and reselling them at retail. If the Distributor wants to increase his or her involvement in
the business and enjoy the possibility of higher levels of income, he or she may sponsor
others into the business and develop an organization.

Over 25% of Distributors reach the rank of Supervisor and above (“Leader”), qualifying
them for additional compensation which is paid by Herbalife based upon the sales
production of those they have sponsored directly and indirectly. The annual gross
compensation paid by Herbalife to all Leaders during 2008 averaged $2,200. Over 42%
of Supervisors are “Active” (defined as those who generated at least 2,500 points of
volume in 2008 after becoming Supervisor). The annual gross compensation paid by
Herbalife to Active Leaders during 2008 averaged approximately $5,200.

ACTIVE LEADERS

Earning % of Total % of Active Average

Level Leaders Leaders Earnings (USD)
President's Team 0.2% 0.5% $ 475,789
Millionaire Team 0.7% 1.6% $ 80,983
GET 2.2% 5.1% $ 17,785
World Team 2.7% 6.4% $ 4,479
Supervisor 36.4% 86.4% $ 440

Total 42.2% 100.0% $ 5,245

The amounts above are in addition to and do not include profits earned on the resale of
products to consumers or other Distributors.

The figures stated above are not a guarantee nor are they a projection of a typical
Distributor’'s earnings or profits. Like any other independent business, the achievement
or failure of a Distributor depends upon his or her skill set, commitment and desire to
succeed. At Herbalife, the opportunity to earn more is always available to each and
every Distributor.
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W HERBALIFE.

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 $57.75 or full IBP at $89.55) 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.
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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)

Economic Distributors*

Opportunity

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-Distributors. Neither of these rewards are
payments made by the company and therefore are excluded
from this schedule

Number %

+ Wholesale price on product
purchases

351,065 1%

+ Retail profit on sales to
non-Distributors

Non-Sales Leaders** With a Downline

Economic Distributors
Opportunity Number % 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
) Whorl:esale price on product for payments from Herbalife on downline product purchases made
purchases directly with Herbalife.
+ Retail profit on sales to 0
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
Economic Distributors All Sales Leaders with a Downline
Opportunity Number % Average Payments Average
. Wholesale ori duct from Herbalife Number of % of Total érosg
olesale price on produc Distributors Grouping
purchases Payments
+ Retail profit on sales to >$250,000 194 0.2% $724,030
non-Distributors $100,001-5250,000 452 0.5% St4ge0p | s chartdocs
+ Wholesale profit on sales to
another Dis?ributor $50,001-$100,000 539 0.7% $68,912 amounts earned by
. Mulidevel ; $25,001-$50,000 1,136 1.4% $35,581 | Distributors on their
wninesales | 82464 7% 10,001-825,000 1,940 24% 15598 | oo
downline sales $ s '$ 51 y a7 $ 5,5 products to others
* Royalties $5,001-$10,000 2,552 3.1% $7,008
* Bonuses $1,001-$5,000 11,307 13.7% $2,216
$1-$1,000 39,151 47.5% $292
0 25,193 30.6% $0
Total 82,464 100.0% $4,485

* 30,621 of the 351,065 single-level Distributors are sales leaders without a downline
** Sales leaders are Distributors 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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Start living the life that most
people only dream@o@!i

iOffice Online Business Solutions (ICBS) is a proven,

step by-step program that gives you all the tools you need
'- to help build your business onllne '

O Turnkey contact manager

O 30 year old company with a proven product line

O Step-by-step training & personal coaching
 Highly qualified prospects for business growth

2 The support you need, when you need it.
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T -

“lhellOBS'system allowed/me’™
to fire my boss

-Dave, AZ
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Mark Hughes devoted his
life to making the dream
of Herbalife come true

Mark’s mother,

JoAnn Hughes, lost her
life through efforts to lose
weight.

MARK HUGHES

* In 1980, Mark Hughes founded
Herbalife, selling products out
of the trunk of his car

Increases in Sales 1990

* Thanks to positive product
results, Herbalife is now a
global company

Sales 15
(SMillions)

1000
20 * \\Ne combine the best of
science and nature

0
90 91 92 ‘93 94 95 9% 97 98 ‘99 00 01 02 03 04 05 ‘06
Years

2 *Numbers shown are approximations. They are not the actual sales numbers.
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Herbalife around the world

Germany Distribution Center

Brazil Distribution Center

Japan Distribution Center

Herbalife Plaza, Los Angeles, CA

* A premier nutrition and weight-
management company

U.K. Distribution Center

* Millions of satisfied customers
in 65 countries

e Listed on the New York Stock
Exchange

EXhibI\lqej?‘)(,if)(.)P(i)%t{g)Ution Center
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Just take a look at your options

A Part-Time Opportunity

* Would you like to earn extra
income during your free time?

* Do you like the idea of extra
income without it interfering
with your current job
responsibilities?

A Full-Time Opportunity

* Are you tired of your current
job and looking for a change?

* Are you looking for more free
time with your family?

* Are you looking for financial
freedom?

The opportunity to earn more

than you ever thought possible

and make your dreams come

true!

* Would you like to take the
first step?

37
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A business opportunity for everyone
that's fun, simple and magical!

Use the products

e Start achieving your results.

* You look healthy and feel great.

* People will notice and will ask
you how you did it.

* Share your story and others’
stories and offer the products.

* Teach others to use your
products.

Wear the button

* You will become a walking
advertisement.

* Wear, use or show any
Herbalife item that might get
people's attention—this will
facilitate the conversation.

alk to people

e Tell your weight-loss success
story or business success
story.

* Explain the product and the
business opportunity.

* Explain how people can
improve their health and earn
extra income right away.

* Talk to people you know.

* Talk to the entire world.

Exhibit F, p. 5 of 15
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How does the business work?

You just have to talk to

e Family

Friends

Neighbors

People you know...

We even have plans to reach out
to people you don't know

39
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Your marketing plan

Your Marketing Plan e
.l_h b t D t b t t 10 separate lines of your downline organization
e es IS L u Or Compensa |0n CHAIRMAN’S CLUB: 5 first line, Fully Qualified

plan in the IndUStryl President’s Team members* in 5 separate

lines of your downline organization

i_
v

Diamond Watch
1,000,000 Royalty Override
points

CHIEF EXECUTIVE PRESIDENT’S TEAM: 4 first line,
Fully Qualified President’s Team members* in
4 separate lines of your downline organization

INTERNATIONAL EXECUTIVE PRESIDENT’S TEAM: 3 first line,
Fully Qualified President’s Team members* in 3 separate lines
of your downline organization

SENIOR EXECUTIVE PRESIDENT’S TEAM: 2 first line, Fully
ﬁ Qualified President’s Team members* in 2 separate lines of your
downline organization
Gold & Diamond Cartier Watch Marquis Diamond Ring Cartier Tank Watch
750,000 Royalty Override 500,000 Royalty Override 250,000 Royalty Override

EXECUTIVE PRESIDENT’S TEAM: 1 first line, Fully Qualified President’s Team
member* in any line of your organization

points points points

70K PRESIDENT’S TEAM: Gold & Diamond Signet Rings
70,000 Royalty Override points in 3 consecutive months

60K PRESIDENT’S TEAM: Gold & Diamond Necklace &
White Gold & Diamond Cufflinks 60,000 Royalty Override points in 3 consecutive months
Necklace & Cufflinks
60,000 Royalty Override points
3 consecutive months

White Gold & Diamond Signet Ring
70,000 Royalty Override points
3 consecutive months

50K PRESIDENT’S TEAM: 50,000 Royalty Override points in 3 consecutive months, Plus other bonuses
Up to 7% Organizational Production Bonus

40K PRESIDENT’S TEAM: Herbalife-branded Movado watches, 40,000 Royalty Override
points in 3 consecutive months

30K PRESIDENT’S TEAM: 30,000 Royalty Override points in 3 consecutive months

Herbalife-branded Movado Watches Up to 6.75% Organizational Prodution Bonus

40,000 Royalty Override points
3 consecutive months

20K PRESIDENT’S TEAM: 20,000 Royalty Override points in 3 consecutive months
Up to 6.5% Organizational Production Bonus

*For complete qualification
details refer to your IBO.

15K PRESIDENT: Gold & Diamond Cufflinks & Earrings, 15,000 Royalty Override points in 3 consecutive months

PRESIDENT’S TEAM: 10,000 Royalty Override points in 3 consecutive months, All of the benefits of a supervisor PLUS
2%-6% Organizational Production Bonus Qualify for special Vacation and Training Events

MILLIONAIRE TEAM: 4,000 Royalty Override points in 3 consecutive months, All the benefits of a Supervisor
PLUS 4% or 2% Organizational Production Bonus Qualify for special Vacation and Training Events
TAB Team

Top Achievers GLOBAL EXPANSION TEAM: 1,000 Royalty Override points in 3 consecutive months, All the benefits of a Supervisor
Business Team PLUS 2% Organizational Production Bonus Qualify for special Vacation and Training Events

WORLD TEAM: 2,500 volume points in each 4 consecutive months or 10,000 volume points at 50% in 1 month or 500 Royalty Override points in 1 month

ACTIVE SUPERVISOR: 2,500 volume points in 3 consecutive months

SUPERVISOR: 4,000 volume points in 1 month or 2,500 in 2 consecutive months, 50% Retail Profit, Up to 25% Wholesale Profit, Earn up to 5% Royalty Override on three levels

SUCCESS BUILDER: 1,000 volume points, Receive a 42% discount on a 1,000 Volume Point order, Special Success Builder recognition

DISTRIBUTOR: 25% Retail Profit, DISTRIBUTOR HAP-35%-42% Retail Profit, SENIOR CONSULTANT-30%-42% Retail Profit, 1%-17% Wholesale Profit

40
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Earn an income several
different ways

Direct Sales
* As a Distributor $25 of every $100 25%

* As a Success Builder $42 of every $100 42%
* As a Supervisor $50 of every $100 50%

Downline organization
* Commission checks
* Royalty checks

* Bonus checks

Plus:

® Recognition
®* Promotions
® Training

How to earn even more income

Example 1 Example 2

You = Supervisor (2,500 Volume Points) You = Supervisor (2,500 Volume Points)

You recruit & retain 2 supervisors You recruit & retain 3 supervisors

« 2 Supervisors each produce 2,500 Organizational Volume Points « 3 Supervisors each produce 2,500 Organizational Volume Points
« =5,000 Volume Points R.O. = $250/month « =7500 Volume Points R.O. = $375/month

They each recruit & retain 2 Supervisors They each recruit & retain 3 Supervisors

« 4 Supervisors each produce 2,500 Organizational Volume Points « 9 Supervisors each produce 2,500 Organizational Volume Points
« =10,000 Volume Points  R.O. = $500/month « =22,500 Volume Points R.O. = $1,125/month

They each recruit & retain 2 Supervisors They each recruit & retain 3 Supervisors

« 8 Supervisors each produce 2,500 Organizational Volume Points « 27 Supervisors each produce 2,500 Organizational Volume Points
« =20,000 Volume Points R.O. = $1,000/month » =67500 Volume Points R.O. = $3,375/month

Total of 35,000 Volume Points, Your R.O. = $1,750 Plus Production Bonus of 2% = $700 Total of 97,500 Volume Points, Your R.O. = $4,875 Plus Production Bonus of 4% = $3,900

Total of Checks $2,450/mo. Total of Checks $8,775/mo.

Imagine...4 or 5!

*The incomes presented are apglicable to the individuals depicted and are not a guarantee of your income, nor are they typical. 41
For the Statement of Average-Gross Compensation for U.S. Supervisors, go to www.Herbalife.com or www.MyHerbalife.com.
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Amanda & Dan B.

“We started with Herbalife so Amanda could be a stay-
at-home mom and make some extra money. Who knew
then that we'd both be working this business full-time
from home and making great money? At first, we put in
seven to 10 hours a week, mostly around the kitchen
table, while Dan continued at his job. Within a few
months, we were earning a significant income, so we
kept at it. Recently, our Herbalife income reached Dan’s
salary level, so Dan fired his boss! Today, we work at
home, close to our two beautiful children, and earn
$4,000 to $5,000 a month!”

Xiao Hong J. & Zhong C.

"After 12 years as a model in Canada, | found myself
getting less work as | got older. When my husband and |
moved to New York and started a family, | looked for a way
to supplement our income, but | had no business
background. What amazed me about Herbalife was
hearing from Distributors who, like me, had no experience
but whose businesses succeeded. When | took the
products and experienced that Herbalife glow, | couldn’t
help but get excited. With my husband joining me in the
business, we're spending more time as a family, traveling
with our children and doing the things we want!”

Caritina V.

"At age 25, | was a housekeeper, and my husband and |
earned an average income. But when we adopted our
two children, and had a third almost immediately
afterward, our needs changed. As a longtime Herbalife
customer, | realized the business opportunity would be
great for earning extra income. Just six months later, |
quit housekeeping forever! I've grown personally and
professionally. But the best part is, | work only when |
want to, earning an average of $2,500 a month, enough
to cover our expenses, and | still have plenty of quality
time with my family.”

*The incomes presented are applicable to the individuals depic
For the Statement of Average-Gross Compensation for U.S.' S
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ﬁellssa M.

"I had always wanted to be a stay-at-home mom, so |
started my Herbalife business with the goal of quitting
my job as a collection specialist within a year. Just 13
months later, | realized that dream! No more long hours
away from my husband and two children. Thanks to
Herbalife, I'm there for my kids whenever they need me.
And with my $6,500-a-month income, we've been able
to move into a new house and renovate. I'm even
traveling now—-which is amazing, considering that before
Herbalife I'd never even been on an airplane!”

Joseph M., Il

“"When | was introduced to Herbalife, | was skeptical.
Then, years later, | realized that even though | had a
great career as a UCLA professor, peak-performance
coach and author, | had no residual income or
retirement savings. What if | lost my job or got hurt?
Terrified, | gave the opportunity a look and was
intrigued. Regular people could run this business.
Putting in just part-time hours at first, | grew my
business consistently. Now, while earning $25,000 a
month with Herbalife, | get to do all the things | love:
play music and ride my motorcycle!”

Clint G.

"| started with Herbalife as a 19-year-old college student
painting houses to support myself. When the local
weather began limiting my ability to find house-painting
work, | needed another way to earn money. | found the
Herbalife opportunity. Working just part-time, essentially
from my car, | made $600 in my first month. And after
working my Herbalife business part-time for two years,
| was a 21-yearold earning $7000 a month. Today, | live
a wonderful life in Brazil, travel the world regularly and
will soon be earning income from 10 countries around
the world!”

>d and are not a guarantee of your income, nor are they typical.
ervisors, go to www.Herbalife.com or www.MyHerbalife.com.
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“When we found Herbalife, we were in financial ruin. Due to our wholesale
jewelry business, our total debt was over $500,000 and we were forced into
bankruptcy. We were 7 months behind on our mortgage and finally evicted
from our home. We needed a chance, so we really embraced this opportunity
when our friend told us about it. Caroline earned money in our first week. That
was amazing! She went to a training and learned how to build the business.
Her first month, working part-time, Caroline made about $3,000. Wow! And
thanks to the excellent, step-by-step training and mentors we are currently
earning about $14,000 a month. We are living in a brand new house, driving a
new H2 Hummer and traveling the world! Today our monthly income is what
Caroline used to earn in a year working in a dental office! We are more excited
about this business than ever because of the huge growth in the industry and
in the incredible opportunity for new people getting started today!*

*The incomes presented are apglicable to the individuals depicted and are not a guarantee of your income, nor are they typical.
For the Statement of Average-Gross Compensation for U.S. Supervisors, go to www.Herbalife.com or www.MyHerbalife.com.
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Trey & Mamie H. e

“Ever since | was a kid, watching my parents become wealthy as Herbalife
Distributors, | knew that someday I'd be a part of this wonderful company.
After finishing college, | turned my full attention to growing my Herbalife
business and was soon fortunate enough to find a great partner, my future
wife Mamie. When we met, Mamie was working as a nurse. She was so
impressed with the products that she left her job to work Herbalife full-time
with me. Our hard work has paid off. Today, we travel the world-overseeing
our thriving, international business, meeting wonderful people and earning
an incredible income along the way!”

*The incomes presented are apéjlicable to the individuals depicted and are not a guarantee of your income, nor are they typical.
For the Statement of Average-Gross Compensation for U.S. Supervisors, go to www.Herbalife.com or www.MyHerbalife.com.
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Ellie & Jim F. st

“My passion in life has always been helping people. That's why | became a
nurse. But even with my nursing income, and my husband Jim working for
a pharmaceutical company, we were barely able to get by. Thank goodness
for Herbalife! The products helped me get healthier than I'd ever been. And
thanks to the business, we live in a lakefront home with an indoor pool, earn
a six-figure income and have the freedom to travel and enjoy time with our
children and grandchildren. This is simply the greatest company with the
best products and opportunity in the world!”

*The incomes presented are apglicable to the individuals depicted and are not a guarantee of your income, nor are they typical.
For the Statement of Average-Gross Compensation for U.S. Supervisors, go to www.Herbalife.com or www.MyHerbalife.com.
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Make your dreams a reality.
It's easy to start!

1 Start using the products and experience their benefits

2 Buy an International Business Pack
and complete the Distributor application

3 Define your personal goals

Take advantage of all the support we offer:

* Get in contact with your sponsor

* Attend local and regional training events

* Valuable information and tools on MyHerbalife.com
* Training and information conference calls

WELCOME!

Exhibit F, p. 14 of 15
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“It’s all here at Herbalife — exciting, science-based products,
experienced worldwide leadership, extensive training and an
unbelievable marketing plan that rewards your efforts.”

John T, Chairman’'s Club

©2007 Herbalife International of America, Inc. All rights reserved. Printed in USA. #6704-US-03 8/07
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As set forth below, a Bonus Pool representing a percentage of Herbalife’s worldwide product sales is distributed
annually among Herbalife President’s Team members in recognition of their outstanding performance in advancing

sales of Herbalife® products.

Qualifications & Rules

The qualification period is twelve (12) months, beginning January 2010 through December 2010 Volume Months.

Herbalife sets aside up fo 1% of total worldwide Company
product sales to be paid as a Mark Hughes Bonus Award
(hereafter referred to as “MH Bonus”) to a pool for
President’s Team members who meet certain
requirements.
The total “MH Bonus Pool” amount will be established once
the calculation of Company sales results is final.

The MH Bonus is determined based on several factors,
including production paid to each qualifying person and
performance, among other factors.

This Bonus is in addition to the established monthly
Marketing Plan compensation.

All President’s Team members are reviewed to determine
the final group of President's Team members who have met
all requirements for eligibility to earn the MH Bonus.

There are two types of qualification for the MH Bonus: the
qualification to “Earn” the Mark Hughes Bonus Award and the
qualification to “Contribute” to the upline President’'s Team
member to determine his/her eligibility to “Earn.” (Royalty
Override points are referred to in this document as “R/O
Points.”)

Eligibility to earn an MH Bonus is determined by meeting all the
following requirements:

Be a Fully Qualified President’'s Team member.

Have at least one (1) first downline President’'s Team
member who meets the qualification to contribute.

Achieve 10,000 or more R/O Points per month in each of at
least nine (9) months during the qualification period, of
which three (3) months must be consecutive.

President’'s Team members who become fully qualified in 2010,
with an effective qualification date of February 1, 2010 through
April 1, 2010, must achieve at least nine (9) months of 10,000
R/O Points, in addition to the three (3) months used to complete
their President’s Team qualification.

There is an additional requirement for MH Bonus qualifiers who
meet all the requirements to “Earn” but who have only one (1)
qualified contributing downline President’'s Team member.

In addition to all other requirements, they must also achieve a
minimum of 48,000 accumulated R/O Points during the MH
Bonus qualification period among all Supervisor organizations
other than the organization of the contributing downline
President's Team member. Any Distributorship that is affected
by divorce or separation may count the Royalty Points of their
own, separate individual Distributorship plus original
Distributorship towards achieving the minimum of 48,000
accumulated R/O Points requirement. MH Bonus earners who
do not achieve this will be eligible to participate in the Bonus but
will earn a maximum Bonus of US$10,000.

To qualify as “contributing” to the first “earning” upline
President’s Team member for the MH Bonus period, a Distributor
must achieve one of the following qualifications:

Achieve 10,000 or more R/O Points per month in each of at
least six (6) months during the qualification period, of which
three (3) months must be consecutive.

Newly qualified President’'s Team members who become
fully qualified in 2010, with an effective qualification date
of February 1, 2010 through January 1, 2011, will qualify
to “contribute” to their first “Earning” upline President’s
Team member.
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The production factors, which are reviewed to determine
additional MH Bonus amounts, are listed below:

President’'s Team members who became fully qualified by
January 1, 2009 (ending December 2008 Volume Month) but
who did not qualify to contribute to the upline in the 2009 MH
Bonus qualification period, must achieve the following during
the 2010 MH Bonus qualification period in order to qualify to
“contribute” to their upline President's Team member:

Three (3) consecutive months of 10,000 R/O Points per
month.

Each MH Bonus participant eligible to “earn” competes in the
Total MH Bonus Pool.

e  Separate Bonus Pools are established based on the
number of qualified, contributing downline President’'s Team
members. Pools with 1, 2, 3, 4, 5 and more contributors are
established.

e Within each Pool, several factors are considered.

e Each participant in each Pool receives a percentage of their
share of each factor in comparison to all other participants
in their Pool.

e  The primary factors for each MH Bonus Pool are:

o Total R/O Points for the Bonus period.

o The number of months each qualified President’s
Team member was blocked on their monthly 6%
Production Bonus by the contributing President’s
Team member. For example, a new President’s
Team member, who qualifies to contribute but
who did not block the upline on the 6% in any
month during the qualification period, will only
qualify the upline for a minimum MH Bonus
amount on that line as compared to President’s
Team members who were blocked for all twelve
(12) months.

Each MH Bonus participant is then reviewed for his or her
personal production (above the minimum requirement) in the
categories listed. MH Bonus finalists may earn an extra Bonus
amount for personal production above the minimum
requirement.

An increase or decrease in R/O Points for the year 2010 over
2009. A decrease over the prior year may cause the base
Bonus amount of the participant to be reduced. An increase
may earn the participant an extra Bonus amount compared
to increases of other participants. Because R/O Points are
one of the primary factors for determining the base MH
Bonus amount, a Royalty increase will generally move a
qualifier higher in the MH Bonus Pool. This increases the
base MH Bonus amount of the participant, plus the potential
to qualify to earn an extra MH Bonus amount.

The number of months the Bonus participant personally
achieved at least 10,000 R/O Points during the qualification
period.

Total personal sales production (Personal + Group Volume)
above 30,000 Total Volume Points for the qualification
period.

Total downline organizational production (Production Bonus
[P/B] Points) compared to other Bonus Pool participants.

The final MH Bonus consideration is discretionary and may
include the following factors:

Demonstrate leadership and Herbalife spirit. This is a reflection
of the way each President’'s Team member conducts his/her
business, the integrity of his/her business practices, the spirit
of support and sharing with his/her colleagues and the
Company, other organizations as well as his/her own, his/her
dedication to Herbalife programs and his/her efforts to
enhance the image, reputation and overall business of the
Herbalife.

Support, promotion and participation in Herbalife efforts,
including Company meetings and other efforts such as
conference calls, Herbalife Broadband Network (HBN),
audio/visual recordings, promotions, marketing and sales
projects, suggestions and working with the Company as it
develops strategic plans and leads the effort to enhance the
Company’s overall business.

Attendance of the Distributorship at major events is a factor

which is taken into consideration during the calculation of the
Mark Hughes Bonus. If the qualifier's Mark Hughes Bonus
earning status is above US$10,000, nonattendance at the
annual Bonus Awards payout may result in a reduction to the
final Bonus amount. Discretionary elements taken into
consideration are medical, bereavement or visa issues.
Supporting documentation may be requested.
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The following apply to all President’s Team members
for eligibility to earn or contribute to the Mark Hughes
Bonus Award, as well as to all other rules and

conditions the Company publishes from time to time.

Anyone with nine (9) months or more at 10,000 Royalty
Points or more is considered a ‘Contributing Earner.’

Anyone with 6—8 months of 10,000 Royalty Points or more is
considered a “Contributor.”

Anyone with 3-5 months of 10,000 Royalty Points or more is
considered a “Partial Contributor.”

A Contributor who also earns will always contribute to an
upline Earner.

Within a line, the Earner will count the Contributor with the
most months blocking.

When an Earner has an Inactive downline (0-2 months @
10,000 Royalties) or Partial Contributor (3—5 months @
10,000 Royalties), the downline below the Inactive/Partial
Contributor will count as the contributing lines. In addition to
all other requirements, the number of contributing lines
must not exceed the number of Diamond count
achieved unless all potential Contributors are
Contributors or Contributing Earners.

The following rules will apply to Distributorships that are affected
by Divorce or separation.

In order to qualify to earn in the MH Bonus, both individuals
may count the Royalty Points of the original Distributorship.
In addition, each individual may count the Royalty Points of
their own, separate Distributorship, but may not count the
Royalty Points in their former spouse’s own separate
Distributorship. Each individual who meets all other
requirements to “Earn” but who has only one (1) contributing
downline President's Team member may count the Royalty
Points of their own separate Distributorship plus original
Distributorship towards achieving the minimum of 48,000
accumulated Royalty Points additional requirement.
Individual Distributorships who do not achieve this additional
requirement will be eligible to participate in the Bonus but will
earn a maximum Bonus of US$10,000.

Any downline President’'s Team members who qualify to
contribute in the original Distributorship will count for both
parties. Any downline President’s Team members who
qualify to contribute in one individual’s separate
Distributorship will only count for that individual.

A President's Team member who is the spouse of an upline
President's Team member will not qualify to contribute to that
upline President's Team member as a qualifying line in the MH
Bonus.

All qualifying President’s Team members, both earning and
contributing, must be in full compliance with all current rules and
regulations of the Company, as determined by Herbalife in it's
sole and absolute discretion.

Distributors may not provide payment for product orders in
another Distributor’'s name, unless a Supervisor is ordering for a
non-Supervisor, which is considered the Supervisor's own
Personal Volume. Attempts to purchase products in another
Distributor's name could be interpreted as attempts to improperly
advance in the Marketing Plan. If Herbalife determines such a
violation has occurred, Herbalife will have sole discretion on the
application of penalty, which may include disqualification from
participating in the MH Bonus to contribute or to earn, or both.

Adjustments to Royalty Overrides after the regularly scheduled
process, including but not limited to, Matching Volume orders,
will not be applied to the R/O Point requirements for qualifying to
earn or contribute to the MH Bonus, the monthly TAB Team
Production Bonus or other qualifications of the Company.

Herbalife reserves the right to review all business activity in the
Distributor’s organization prior to final approval for President's
Team qualification and for MH Bonus qualification. Distributors
must fully cooperate with the Company on any inquiries into the
business activity of themselves or their downline. Failure to do
so will include disqualification from participation in the MH
Bonus.

President’s Team members must be qualified, eligible and meet
all requirements to participate in the monthly TAB Team
Production Bonus in order to participate in the 2010 Mark
Hughes Bonus Award, and have a signed, accepted and
approved TAB Team Production Bonus Application and
Agreement on file with the Company (where applicable).

Herbalife reserves the right in its sole and absolute discretion to
change, alter, modify, suspend or discontinue the MH Bonus
program at any time, without prior notice.

Herbalife has sole discretion in the distribution of funds, in
determining the amount of the total MH Bonus Pool, in
determining eligibility of participants, both Contributors and
Earners, and in determining each Distributor's Bonus
amount.

Herbalife reserves the right, in its sole and absolute discretion to
disqualify any Distributor from participation in the MH Bonus if
the Company deems that the Distributor has violated any of the
Company rules and regulations or has in any way caused harm
to the business of the Company or to business of other Herbalife
Independent Distributors.

Herbalife reserves the right to analyze all buyback transactions
in the downline organization of the qualifiers and may apply a
penalty deduction in the final MH Bonus payout of that
qualifier, in its sole and absolute discretion.
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By Scotty M.

"Herbalife has absolutely improved our
lives."

Scott M. w orked as a product manager before being
introduced to Herbalife. "l immediately recognized the
incredible potential that Herbalife offers," says Scott. "After
just tw o years w orking the business, | w as able to quit my
job and become a full-time Distributor." "l w anted to be my

"l have the ow n boss." Scott built his Herbalife business and tried a little

T bit of everything to see w hat w orked best. "l had quite a few
erX|b|I|ty to methods going at the same time," Scott explains. "l set

H monthly goals in terms of how much marketing collateral to

Spend time get out. And w ord of mouth has alw ays been important.”
with my

. " H HH 1 1
famlly." I have the flexibility to spend time with

my family."

"I have the ability to do w hat lwant and w hen Iw ant," says
Scott. "l've also been able to upgrade to a bigger home and
nicer car." But the improvements in Scott's life aren't just
financial. "I feel so much better being on the products," he
says. "l have more energy, and my overall health has
improved."

Here's How:

e Always use the products. It willimprove your health
and your business.

e Attend as many events as you can-it will lead to
results.

e Be consistent and don't ever quit.

This section of the w ebsite advertises the results achieved
by Herbalife Independent Distributors across a wide
spectrum. These are examples and not necessarily typical or
average, nor do they represent a guarantee of your personal
results. Some examples are those of persons w ithin the top
1% of all Distributors. As w ith any business opportunity,
success depends largely on the individual distributor's skills,
motivation and effort. For average financial performance
data, see the Statement of Average Gross
Compensation.

Copyright © 2013 Herbalife International of America, Inc. No reproduction in whole or in part without written permission. All Rights Reserved. All trademarks and product images exhibited on this site, unless otherwise
indicated, are the property of Herbalife International, Inc.
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to paycheck anymore."

By Natalie & Justin N.

Justin N. w orked in his family's construction company for 15
years, w hile his w ife Natalie w orked in advertising. "We

w ere w orking so many hours," Justin recalls. "We didn't have
any time to spend w ith the family." The couple w as
concerned about their financial future as w ell. "We felt
trapped in the nine-to-five world," says Justin. "We needed to
find a business w e could call our own."

"Now we
control our "Now we control our destiny."
destiny_" "We researched different business opportunities,” says

Justin. "But Herbalife offered the chance to w ork from home,
coupled w ith solid earning potential." He and Natalie started
out by trying a variety of things to see w hat w orked. "We
experimented w ith everything-from making flyers to just going
out and talking to people," says Justin. "We alw ays stayed
consistent, and that helped lead to our success."

"We can take our business anywhere."

Today, Justin and Natalie are enjoying the freedom their
business has brought them. "We love being able to pick our
kids up fromschool," he says. "And it's great to be able to
take vacations w hen w e want to." Justin sums up the
couples' appreciation for Herbalife. "This is the most amazing
company," he says with excitement. "Because of Herbalife,
w e're spreading health as w ell as w ealth!"

Here's How:

e Make retailing the focus of your business.

e Listen to the advice of your mentors.

e Communicate with your customers and dow nline-if
they're happy, you will be happy, too.

This section of the w ebsite advertises the results achieved
by Herbalife Independent Distributors across a wide
spectrum. These are examples and not necessarily typical or
average, nor do they represent a guarantee of your personal
results. Some examples are those of persons w ithin the top
1% of all Distributors. As w ith any business opportunity,
success depends largely on the individual distributor's skills,
motivation and effort. For average financial performance
data, see the Statement of Average Gross
Compensation.

D
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indicated, are the property of Herbalife International, Inc.
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By Wendy W.

"What a great business opportunity Herbalife offers," says
Wendy Watson, a former Air Force aircraft mechanic w ho
started her Distributorship w hile stationed on the Japanese
island of Okinaw a. "l didn't know a lot about business,"
explains Wendy, "and | w as in school, so | didn't have time for
aregular job."

"It feels great to build a business around
helping people."

When Wendy achieved product success w ith Herbalife, then
helped her mother do the same, she decided this w as the
business for her. "l wanted to help people," she explains,
"and w hat's so great about this business is | can take it
anyw here. When I moved from Okinaw a back to the U.S., |

w as able to keep my Japan business by using BizWorks, and
at the same time grow new business out here!"*

What Works:
n
It feeIS great e Study. Learn. The keys to succeeding at this
to build a business are all there in the Marketing Plan.
. e [f you have little or no business experience, don't
busmess w orry; determination can go a long w ay!
around e Use BizWorks. It really enhances your relationships

w ith your team.

helping
" This section of the w ebsite advertises the results achieved

p60p|e. by Herbalife Independent Distributors across a wide
spectrum. These are examples and not necessarily typical or
average, nor do they represent a guarantee of your personal
results. Some examples are those of persons w ithin the top
1% of all Distributors. As w ith any business opportunity,
success depends largely on the individual distributor's skills,
motivation and effort. For average financial performance
data, see the Statement of Average Gross
Compensation.
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| etter From Michael O. Johnson
Chairman and
Chief Executive Officer

Dear Team Herbalife,

We are building it better each and every day. Millions of people’s lives
are being improved through our products and our business opportunity.
Because of your hard work and dedication, Herbalife is in more cities
and new markets than ever before.

Page ID

You should take pride in contributing to our outstanding success. _

The 2012 Extravaganza World Tour saw thousands in attendance by
Herbalife Independent Distributors like you, and our momentum heading
into the third year of the Herbalife Decade is tremendous.

Another show of strength was our latest North America Extravaganza, the biggest and most
exciting ever. Once again thousands of people gathered at this unique event to get the inspiration
and motivation they needed to reach their dreams. And in December and January, we will hold
the Future President’s Team Retreat and kickoff meetings, where Herbalife’s best of the best will
share their invaluable knowledge with their peers. As | mentioned before, we are building it better
and stronger, helping our company move full steam ahead to another successful decade.

The Herbalife brand is reaching more people than ever. A recent video featuring Herbalife-
sponsored soccer star Leo Messi currently has more than 1 million views and counting on our
YouTube channel. Through social media and global sponsorships, we continue to deepen our
presence around the world. Because of stadium branding, online promotions and global media
coverage for events, such as the Herbalife World Football Challenge and the Herbalife Triathlon
Los Angeles, more and more people are learning about Herbalife and what we stand for. As our
accomplished and talented sponsored athletes continue using the Herbalife24 products to power
their greatest moments both on and off the field, we are showing the world how we support
healthy, active lives.

We are also supporting our communities by enhancing the Herbalife Family Foundation website,
making it easier for you to donate and volunteer to Casa Herbalife programs around the world,
which provide good nutrition to more than 16,000 children in over 40 countries on a daily basis.
And we are continuing to invest in our research, development and manufacturing processes to
give you even more confidence in our great nutrition products.

As our 32nd year comes to an end, let’s keep the momentum going.
You’ve heard me say it many times — we are just getting started.

Thank you for changing people’s lives,

MicHAEL O. JGHNSON

myherbalife.com ‘ TODAY
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PAULINA
VA=

A LEADER

THAT GROWS
IN THE FACE OF
ADVERSITY

PAULINA RIVEROS STUDIED
NUTRITION AT UNIVERSIDAD
CENTRAL IN VENEZUELA. BACK
THEN, SHE WAS A FULL-TIME
STUDENT. BUT HAVING TO
SUPPORT A 1%2-YEAR-OLD BABY,
HER FINANCIAL SITUATION WAS
CRITICAL. AFTER LOOKING FOR
OPPORTUNITIES TO GENERATE
INCOME PART TIME WITHOUT
HAVING TO WORK FOR SOMEONE
ELSE, SHE DISCOVERED

HERBALIFE.

Exhibit L, p. 4 of 35
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remember Jim Rohn used to say, ‘People get into
this business out of inspiration, or desperation.” In
my case, it was desperation more than inspiration
that motivated me to make a life decision, to
become an Independent Distributor.”

As a future nutritionist, Paulina was impressed by
the weight-loss testimonials and the nutritional
benefits of
Herbalife®
products, a benefit
she was able to
see for herself.
“Although | loved
the possibility

of generating
income, the first
thing I did was
take the products,”
she remembers.
“With them [plus

a healthy diet and
exercise] | lost 30
pounds.”

Today, Paulina lives in a spacious
ranch in Florida, and has a
lifestyle that she couldn’t have
imagined in her wildest dreams.

Working part time
on her Herbalife
business, this
pioneer of the
Venezuelan market
used a proven and
surprisingly simple
approach to breathe life into her organization: using
the products, wearing the button and talking to
people. “At the university, my circle of friends and |
were in the same situation, wanting to earn money
without quitting school. So in order to recruit my first

Distributors, | shared with them
what was happening to me.”

This is how Paulina began
climbing the Marketing Plan and
earning amazing income. “After
qualifying for the President’s
Team and after a conversation
with a professor, who had been
teaching for 30 years and told
me how much free time and
income he had now thanks to the
business opportunity, | decided
to dedicate myself to Herbalife
full time. His story convinced me
that working without financial
freedom wasn’t what | wanted for
myself, either.”

Together with passion, leadership
and the highest values, that
vision has allowed her to exceed
all her professional and material
goals. Today, she lives in a
spacious ranch in Florida, and
has a lifestyle that she couldn’t

“SO IN ORDER TO RECRUIT MY FIRST
DISTRIBUTORS, | SHARED WITH THEM
WHAT WAS HAPPENING TO ME."

have imagined in her wildest
dreams. “It’s true that with my
Herbalife business, I've reached
a lot of material goals, but what
is more gratifying is the free
time | have to spend with my
family. As a mother, I’ve enjoyed
having time for my three children:
Alejandro, who before Herbalife
| couldn’t support; Estefania
who rides horses and has a

myherbalife.com \ TODAY 11
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horse of her own; and,”she adds
laughing, “Esteban, the youngest,
who drives us crazy with his
cheerfulness.”

In 20 successful years, Paulina
has been able to travel all over
the world. Plus, she’s left a
mark of inspiration everywhere
she’s visited,

sparking

in each

Independent

Distributor the

same passion

with which

she’s worked

since the

beginning. “It’s

an excellent

product, and

an excellent

product

requires

extraordinary

Distributors. The company’s
strength lies in its Independent
Distributors, and a Distributor’s
great strength lies in the passion

#:2502

together for us: the product, the
technology, the science. But
without the Distributor’s passion,
nothing works.”

As a leader, Paulina sees a
future of unlimited possibilities.
“The growth within these last
few years has been marvelous,
but it’s only the tip of the
iceberg. The future will be even
more amazing, because if
we've traveled this far with just

passion and a few tools, with
all the growth, products and
infrastructure we have today,
what awaits us is nothing short of
extraordinary.”

“WHAT AWAITS US IS NOTHING SHORT OF EXTRAORDINARY.”

So with that
tremendous

to make his or her business
grow. The rest has been put

future on the
horizon, Paulina says she feels
that Mark Hughes’ phrase “We’re

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data, see the
Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

TAn extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-
loss programs and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI)
of 1.5 points to 24.1 points, suggesting that consumption of Herbalife® products is associated with weight loss and improvement

in BMI in those ranges.

just getting started,” is more
relevant than ever. “My dream is
to ensure that each person that
has a Distributor kit in their hands
has the same opportunity | had.
My responsibility — and that of
our leaders - is to take care of
them. In our reputation and in our
credibility lie our organization’s
dreams. It’s an honor and a great
responsibility to have reached
the Chairman’s Club, but I'm
convinced that
this is only the
beginning.”*t

Exhibit L, p. 6 of 35
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Deisy T. cleaned houses and sold jewelry to earn extra
money. After a long day at work, she had to go home
and cook, clean and take care of her family. It was an
enormous sacrifice, and she never achieved her goal, her
“American dream.”

During that time, she had slowly become 50 pounds
overweight, until one of her clients convinced her to try
Herbalife® products. “I used the Weight Management
products with excellent results, and those results got me
inspired. With the support and guidance of my Herbalife
Sponsor, | substituted my traditional breakfast for an
Herbalife healthy breakfast. | consciously started eating
healthy and exercising until | shed the 50 pounds | wanted.
| also used the Heart Health products.”

She says she became an Herbalife Independent Distributor
to share the products with her family and friends. “People
started asking about my results. By selling the products, |
started my own business. Eventually | attended an Herbalife
event, which created vision. From that moment on, | made
training events part of my business plan. I’ve never missed
an event, and | motivate others to attend. This has been key
to growing my organization.

AERSEL-

“l have also grown as a person. This is a business where
your result is your best pitch. You only have to put in the
hard work along with dedication, patience and discipline,
attributes you can learn at the events. Herbalife is a real
opportunity for everyone who is willing to focus and work for
his or her goals. Plant a seed every day and you will harvest
lifetime success.

“It brings tears of joy to my eyes. We are really changing
people’s lives. Just use the products, wear the brand, and
talk to people. Treat people with genuine respect and love
from your heart and the impact you will make in them will
last forever.”*t

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

"An extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about

their weight-loss programs and results. They reported weight loss ranging from 4 pounds to 167 pounds and a
reduced body mass index (BMI) of 1.5 points to 24.1 points, suggesting that consumption of Herbalife® products is

associated with weight loss and improvement in BMI in those ranges.

myherbalife.com \ TODAY 15
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spired to help

Kajal K. learned about Herbalife from
a neighbor, and became interested for
the sake of her husband Sanjay, as well

#:2505

As a former physician’s
assistant, Kajal has always
been interested in helping

Page ID

as herself.

others. “Now [as a coach] I'm

able to provide support for

“He’s now lost 42 pounds, and I’ve
lost 10 pounds and two dress sizes,”
she says. “My main goal is to keep
my family healthy. And in the process,
I’ve been able to help a lot of other
people.”

She decided to try selling Herbalife®
products as a hobby. So she started
her own Weight Loss Challenge, and
20 people showed up. “Then they
asked me to do it again, so | decided
to look into the Nutrition Club. And
that’s how the business began.”

those who have the willpower
and desire to make changes.
And it’s a great thing for my
daughter to see. | received an
email from a nurse telling me |
helped get her self-esteem back.
It’s just made me want to be a
part of everyone’s journey.

“My dad is an engineer,” she adds, “always doing
something with a purpose. | kind of lost that. Now my
customers inspire me. And it’s great to get up every
morning and love what you do.”*?

Juan C. worked 31 years mowing
lawns and fertilizing gardens as a field-
worker. He came to the United States to
“pursue his dream,” but never seemed
to achieve the better lifestyle he’d
imagined. Making matters worse, he
had poor nutritional habits.

“I was 235 pounds,” he recalls.

Then his wife discovered Herbalife. “Shortly after starting
with Herbalife® products, eating healthy and being

physically active, | was feeling better than ever. | eventually
lost 85 pounds.”

“My friends and acquaintances started asking me what

| was doing and, by recommending the products, my
business began.” He and his family opened a Nutrition
Club and spread the word in their community. “Our focus

is helping other people. We want to take good care of our
customers and help them achieve their nutrition goals. And
we genuinely want our downline to earn more because
when they grow, we grow. Our organization gets excited
when they see us in the VIP row. With hard work, they know
it can — and will — happen to them.”

“Now we are setting the example for our six kids. | can
spend time with my family and feel good about what | do
for a living. | was a field-worker, and now | have my own
business. That tells you how powerful this opportunity
can be.”t

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.
TAn extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-loss

16 myherbalife.com TODAY

programs and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI) of 1.5 points to

24.1 points, suggesting that consumption of Herbalife® products is associated with weight loss and improvement in BMI in those ranges.
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*
“Looking back 21 years
later, | see a successful
international business

that | managed to build
from scratch.”

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com. myherbalife.com | TODAY 23
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*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
24 myherbalife.com TODAY see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

Exhibit L, p. 11 of 35




Case 2:13-cv-02488-BRO-SH Document 78-13 Filed 07/07/14 Page 13 of 36 Pageé% monds
8

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

TAn extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-loss programs
and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI) of 1.5 points to 24.1 points,
suggesting that consumption of Herbalife® products is associated with weight loss and improvement in BMI in those ranges.

myherbalife.com | TODAY 25
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*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,

see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

An extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-loss programs
and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI) of 1.5 points to 24.1 points,
suggesting that consumption of Herbalife® products is associated with weight loss and improvement in BMI in those ranges.
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*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

TAn extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-loss programs ;
and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI) of 1.5 points to 24.1 points, myherbalife.com | TODAY 27
suggesting that consumption of Herbalife® products is associated with weight loss and improvement in BMI in those ranges.
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*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
28 myherbalife.com TODAY see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.
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*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

TAn extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-loss programs )
and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI) of 1.5 points to 24.1 points, myherbalife.com | TODAY 29
suggesting that consumption of Herbalife® products is associated with weight loss and improvement in BMI in those ranges.
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*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
30 myherbalife.com TODAY see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.
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*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

TAn extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-loss programs :
and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI) of 1.5 points to 24.1 points, myherbalife.com | TODAY 31
suggesting that consumption of Herbalife® products is associated with weight loss and improvement in BMI in those ranges.
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*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

32 myherbalife.com TODAY
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“For me the most
important thing is to
work the program in
a way that fits your
personality.”

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

TAn extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-loss programs
and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI) of 1.5 points to 24.1 points,
suggesting that consumption of Herbalife® products is associated with weight loss and improvement in BMI in those ranges.

myherbalife.com ‘ TODAY 33

Exhibit L, p. 20 of 35



Case 2:13-cv-02488-BRO-SH Document 78-13 Filed 07/07/14 Page 22 of 36 Page ID
president’s team #:2517

“Now we have the ability
to spend time with our
family and never have to
worry about money.”

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
834 myherbalife.com TODAY see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.
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#:2518 president’s team

“As an Herbalife Independent
Distributor, | have been
blessed to be able to help my
family achieve their dreams,
with college, weddings,
sports and vacations.”

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

TAn extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-loss programs )
and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI) of 1.5 points to 24.1 points, myherbalife.com | TODAY 35
suggesting that consumption of Herbalife® products is associated with weight loss and improvement in BMI in those ranges.
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president’s team #:2519

“Your business is more
likely to grow when you
share your Herbalife
product results.”

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,

see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

: TAn extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-loss programs

36 myherbalife.com TORAY and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI) of 1.5 points to 24.1 points,
suggesting that consumption of Herbalife® products is associated with weight loss and improvement in BMI in those ranges.
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“Believe in yourself and
you will succeed. Have a
burning desire to effect
a change in your life.”

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com. myherbalife.com | TODAY 37
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president’s team #:2521

“Herbalife has provided
such a unique quality
of life with wonderful
income potentials.”

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,

see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

: TAn extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-loss programs

38 myherbalife.com TORAY and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI) of 1.5 points to 24.1 points,
suggesting that consumption of Herbalife® products is associated with weight loss and improvement in BMI in those ranges.
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‘“Because of Herbalife,

| can help others be the
best they ever thought
they could be.”

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com. myherbalife.com \ TODAY 39
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QUALIFIED MAY 2012

CLAUDIA & TONY ANEMA

Claudia Anema was a personal trainer. A single mom with
two daughters, she was looking for a flexible business
opportunity. Then a Personal Wellness Coach introduced
her to the Herbalife business opportunity. She became
an Independent Distributor and worked hard to climb up
the Marketing Plan. Now Claudia views life with a fresh
perspective: “Herbalife gave me the opportunity to live the
life I want, helping others and earning income.”*

QUALIFIED APRIL 2012

KEN & LUANNE BARNAS

Luanne Barnas was a working mom and part-time personal
trainer. Her husband Ken was a project manager and home
improvement contractor. A family member introduced them
to the Herbalife business opportunity, and they tried the
products before deciding later to become Independent
Distributors. Then the couple attended trainings and built
their business out of their home. “Stay consistent, try to
attend every event, support your spouse’s dream and enjoy
the journey!” Luanne concludes.”

Document 78-13 Filed 07/07/14 Page 28 of 36 Page ID
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QUALIFIED APRIL 2012

LORI A. BAKER

Lori A. Baker, a former college athlete, worked long hours
as a systems analyst. She built her dream house, raised
three children, coached volleyball, and used Herbalife®
products for energy and to build lean muscle mass. After
a divorce, she became an Independent Distributor to earn
extra cash. “My children have experienced the quality of life
that my Herbalife business has provided. We've traveled to
places | never would have been able to,” says Lori. “Thank
you, Mark Hughes!”*

QUALIFIED APRIL 2012

BRAD & KELLI DAVIS

Brad and Kelli Davis used to work three jobs and had little
time with their two children. Then a friend introduced them
to Herbalife. The couple became Independent Distributors
and realized this could be a life-changing opportunity. “We
made Herbalife integral to our lives,” Brad says. Eventually,
their Herbalife business earned enough for Brad to quit
his sales job. Now the family travels extensively. “Have
faith in yourself, your plan, your leadership, and Herbalife,”
Brad concludes.”

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
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see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.
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QUALIFIED APRIL 2012

LISA ESTERBROOKS

Lisa Esterbrooks, an aesthetician and mother of three,
dreamed of financial freedom and spending more time with
her family. Then she met a friend at a local Nutrition Club
and discovered the Herbalife business opportunity. “I first
became an Independent Distributor for the products,” Lisa
recalls. “Then my husband and | found a great location for
our own Nutrition Club. Nothing | want to achieve is out
of reach!”

QUALIFIED MAY 2012

JAMES & SANDRA FORTNER

Jim Fortner and his wife Sandra owned a construction
company. Although their income was satisfactory, they had
no time to enjoy their lives. They discovered the Herbalife®
products and business opportunity from their Sponsor and
felt such a positive impact that soon they were sharing
their experience with everyone they knew. Now they have
achieved their goal of having more quality time together to
enjoy with family and friends.*

millionaire team

QUALIFIED MAY 2012

SHAYNA & DR. NICK FABRIZIO

Shayna Fabrizio was a physical therapist and her husband
Nick a chiropractor. They were looking for a nutritional
program to use when they heard about Herbalife through
a radio ad. They became Independent Distributors and
started running Weight Loss Challenges. Now with a more
fulfilling life, Shayna says that “the ability to help people
with their overall nutrition and financial goals has been the
most rewarding part of being Independent Distributors.”*

QUALIFIED MAY 2012

DIANA GARCIA-FERNANDEZ

Diana Garcia-Fernandez was a hairstylist. She was working
the most hours she could handle but every month she
struggled to make ends meet. She learned about the
Herbalife business opportunity and never looked back. “I
made my way to Supervisor with Use, Wear, Talk,” Diana
recalls. Diana kept working her way up the Marketing Plan.
Now, she says, “l feel and am successful, and that’s an
amazing feeling.””

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,

see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.
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QUALIFIED APRIL 2012

BRIAN & RACHELL HILL

Brian Hill was an aircraft mechanic and Rachell an optometric
assistant. Working and raising two boys left them little time
to think about nutrition. Then a friend introduced them
to Herbalife® products, and they became Independent
Distributors for the discount. But after getting great results
with the products, they got serious about the business
opportunity —and eventually attended Herbalife Extravaganza
2010 in Los Angeles. “We used the Nutrition Club model and
qualified for everything,” Rachell recalls. “We love Herbalife!”*

QUALIFIED MAY 2012

LAURA & JASON MILLER

Laura Miller had a long career as a registered massage
therapist. After learning about Herbalife® products and
business opportunity from successful friends, Laura was
inspired to become a Distributor: “I wanted to build an
Herbalife team, so that myself and others could enjoy
financial freedom and good nutrition,” she says. Today,
Laura is more passionate than ever: “I love my Herbalife
business. | enjoy being fit eating healthy and having loads
of energy.””

Document 78-13 Filed 07/07/14 Page 30 of 36 Page ID
#:2525

QUALIFIED APRIL 2012

DIANE & TIM MASEL

Diane Masel was a school administrator and Tim worked as
a pharmacy technician. The couple was seeking a business
they could do together. “We found Herbalife on the Internet,
and discovered it was a great fit,” Diane recalls. The couple
worked their way up the Marketing Plan. Eventually, they
made enough for Tim to quit his job and Diane to retire.
“The business has given us the opportunity to be more
involved with our family. It’'s a win-win plan!”*

QUALIFIED APRIL 2012

SERGIO & KIM MUNIZ

Sergio Muniz, a pulmonologist, and his wife Kim, a
registered nurse, own several businesses and have a large
family. While looking for new opportunities, they became
Herbalife Independent Distributors after President’s Team
member Larry Hulsey introduced them to the business
opportunity. “Now we work events, attend trainings, use
the products, talk to everyone, wear the button and brand
every day!” Kim says. “We’re thrilled with our weight loss.
Plus, it’s very satisfying to see others reach their personal
nutrition goals.”*t

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

TAn extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-loss programs
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and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI) of 1.5 points to 24.1 points,

suggesting that consumption of Herbalife® products is associated with weight loss and improvement in BMI in those ranges.
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QUALIFIED APRIL 2012

JOSE & GRACIELA PARRA

José Parra was working two jobs and Graciela was a
homemaker, when an email offering a free Herbalife shake
sample changed their lives. “We started drinking the shakes
and felt great, so we became Distributors.” Motivated,
they worked their business by using various methods of
advertising. José and Graciela are proud of their Millionaire
Team status, but their passion is helping others, “We love
knowing that we can help change a person’s life with better
health and nutrition.””

QUALIFIED MAY 2012

KEEGAN & DANIEL RASBAND

Daniel Rasband was a successful account executive and his
wife Keegan a nursing student. “l was working 50 to 60 hours
a week, not real sure what | wanted to do with my life,” he
recalls. That soul search led them to a meeting where they
discovered Herbalife® products and the business opportunity.
“We instantly fell in love with the products!” Passionate about
what Herbalife brought to their lives, they say, “You will be
amazed by the accomplishments you can achieve!”*

millionaire team

QUALIFIED MAY 2012

MARIA HELENA RAMOS

Maria Helena Ramos worked long hours. She wasn’t happy
with her income and wanted a change in her life. She found
the Herbalife business opportunity on the Internet. “I was
dreaming about having my own business and this sounded
like that plan. | immediately signed up as a Distributor,”
Maria recalls. “My life changed and my vision about the
future is positive.”™

QUALIFIED APRIL 2012

LINDA & LOU SACCHETTI

Linda Sacchetti used to be a busy, overweight mom and
special education teacher. Then a colleague invited her to
a shake party, where she bought a Quickstart program.
Linda dropped 30 pounds, also incorporating exercise
and healthy eating habits. Impressed, she became an
Independent Distributor. Her customer base grew, and
she eventually retired from teaching. Now Linda and her
husband Lou travel and spend time with their grandchildren.
“Herbalife will always be my way of life!” Linda exclaims.**

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

TAn extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-loss programs

and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI) of 1.5 points to 24.1 points,
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suggesting that consumption of Herbalife® products is associated with weight loss and improvement in BMI in those ranges.
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QUALIFIED MAY 2012

PETER & CAROL SCHMITZ

Peter Schmitz’s career as a software consultant was hectic
and fast paced. He learned about the Herbalife business
opportunity in a radio ad and, with his new partner Carol
on board, Peter started their first Weight Loss Challenge
with six people. With hard work and discipline, one short
year later, they were coaching 500 Weight Loss Challenge
participants. Now, their lives have changed for the better.
“Life is still busy but much more rewarding.””

QUALIFIED APRIL 2012

LARRY & CARRIE TRIMMIER

Carrie Trimmier, a retail chain supervisor, and her husband
Larry, who owned a concrete lifting company, used to
struggle to support a family of five. “We dreamed of financial
freedom, but never believed it could happen,” Carrie
recalls. After being introduced to Herbalife, Carrie used
the products, held shake parties and Herbalife Opportunity
Meetings. Carrie and Larry became Supervisors and later
qualified to the Millionaire Team. “Now we have more time
and freedom with our family,” Carrie concludes.”

Document 78-13 Filed 07/07/14 Page 32 of 36 Page ID
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QUALIFIED APRIL 2012

PAM TETZ

After working in international shipping for 18 years, Pam
Tetz was looking for a business opportunity that would
give her more time with her family. She discovered the
Herbalife business opportunity online, and signed up as
an Independent Distributor. Eventually, she qualified to
Millionaire Team. “I recommend to other Distributors to
always push yourself to become a healthier person through
proper nutrition and personal development, which in turn
will help you help others,” Pam concludes.”

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
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see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.
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QUALIFIED MAY 2012

MELISSA & JAY BEAUDRY

Melissa Beaudry and her husband, Jay,

worked long hours but struggled to pay

their bills every month. They discovered
Herbalife® products and the business opportunity, and
having experienced positive results in their overall health,
they decided to become Independent Distributors. Today,
their lives have changed for the better. “I can’t imagine life
without Herbalife. The health results we are enjoying are
incredible, and the opportunities that Herbalife affords our
family are amazing,” Melissa shares.”

QUALIFIED MAY 2012

JAE OHK “JANE” & JIMMY CHOE

When Jane and Jimmy Choe left Korea and

came to the United States, they worked

on an assembly line in an electronics
factory and eventually opened up a real estate business.
A friend of Jane’s introduced her to Herbalife, and she
became an Independent Distributor. During the 1992 Los
Angelesriots, they lost their real estate business, and made
their Herbalife business a full-time endeavor. “Now we can
travel the world.””

QUALIFIED MAY 2012

MICHAEL & MICHELLE BURTON

Michael and Michelle Burton owned a

chain of automobile dealerships, but

lost everything when the economy took
a downturn. “We 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.”

QUALIFIED APRIL 2012

DAVID & CINDY ENGEL

Dave and Cindy Engel’s jobs meant long

hours away from their children and each

other. Dave was a service technician. His
work started before sunrise and ended after sunset. Cindy’s
job was also stressful, and the pay hardly worth it. Seeking
a “work from home” opportunity, the couple discovered
Herbalife, started using the products and experienced
impressive results. Today, as Independent Distributors,
they earn a rewarding income. Cindy exclaims, “We're living
a great life!””

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
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see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.
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QUALIFIED MAY 2012

STEPHAN P. GRATZIANI

Stephan, a former top U.S. national

cyclist, moved to France in 1989 to pursue

his dream of racing professionally in
Europe. In 1991, he ended his cycling career and became
an Herbalife Independent Distributor. Using new business
models and concepts, he has grown his organization to
over 45 countries. Stephan credits his downline for his
success and qualification to the Chairman’s Club level. I
feel so privileged to be a part of Herbalife and have never
been more excited about the future,” he adds.”

QUALIFIED MAY 2012

TRICIA ROBINOW HANN
& PAUL HANN

Tricia Robinow Hann worked in the dot-

com industry but she went from founder

to flounder overnight when the Internet
bubble burst. A friend introduced her to the Herbalife®
products and the business opportunity, and she steadily
worked her way up the Marketing Plan. Now Tricia is
focused on helping others achieve that same success.
“| want to help my downline reach their goals, dreams and
desires, just as | have.”™

QUALIFIED APRIL 2012

KEVIN & SHARI HALEY

Kevin Haley used to be an overweight real

estate agent. His wife Shari was a day

care provider who needed more energy.
They discovered Herbalife through a newspaper ad. The
couple tried the products, and their impressive weight loss
prompted them to become Independent Distributors. They
promoted their business through flyers, talking to people,
even a Nutrition Club. “We’ve had many accomplishments
and have qualified for and enjoyed Herbalife vacations. And
we are just getting started!”*t

QUALIFIED APRIL 2012

JERRY & LINDA KLIMAS

Jerry Klimas worked in information

technology, putting in long hours without

recognition or personal satisfaction.
“I knew | was destined for more and could make a positive
impact on people,” he recalls. Jerry discovered Herbalife
through a direct mailer. The timing was perfect and he
decided to sign up as an Independent Distributor. His
business took off after he opened a Nutrition Club. “My
advice to other Team Herbalife members is to never stop
working on yourself,” he says.”

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.

An extensive questionnaire generated responses from more than 200 U.S. Herbalife Independent Distributors about their weight-loss programs
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and results. They reported weight loss ranging from 4 pounds to 167 pounds and a reduced body mass index (BMI) of 1.5 points to 24.1 points,
suggesting that consumption of Herbalife® products is associated with weight loss and improvement in BMI in those ranges.
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QUALIFIED APRIL 2012

BILL & ISABELLA MEISNER

Bill Meisner used to be a New York

mortgage broker who worked long days

and nights. “I made plenty of money
but had no lifestyle,” he recalls. His wife Isabella, a spa
aesthetician, heard about Herbalife from a friend. She and
Bill tried the products. Impressed by their results, they
became Independent Distributors. After a training event,
they decided to devote themselves to their Distributorship.
“Now we're living the life we deserve,” Bill says.”

QUALIFIED MAY 2012

CHARLENE VIOLA

Charlene Viola was a secretary and not

making enough money to make ends

meet. She discovered the Herbalife
business opportunity in a “Work From Home” ad and
decided to become an Independent Distributor. Steadily
she grew her business and recently fulfilled her dream
of having her own Nutrition Club. She says, “Herbalife is
about giving. | receive such heartfelt gratification by helping
others become healthier, showing them a way to have a
better financial life too.”*

*Incomes applicable to the individuals (or examples) depicted and not average. For average financial performance data,
see the Statement of Average Gross Compensation of U.S. Supervisors at Herbalife.com and MyHerbalife.com.
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PRESIDENT'S TEAM LEVEL

The 2012 Future President’s Team Retreat is a transformative two-day event
to help give you the tools to take your business to the next level. Learn
proven strategies from top Herbalife Independent Distributors as you have
fun mingling with your peers. Let iconic Beverly Hills be your inspiration!

QUALIFICATIONS

Qualification Period: January to October 2012 (Checks paid February to November 2012) 9876 Wilshire Boulevard
Open to all existing President’s Team members and Millionaire Team members or all Fully Qualified Beverly Hills, CA 90210
Supervisors who achieve 2,500 or more Royalty Points in one month during the qualification period. 310-274-71771

Room rate: $219/night

QUALIFY FOR FREE LODGING NIGHTS P e

Qualification Period: January to November 2012 * TWO LODGING NIGHTS

(Checks paid February to December 2012) Open to all Fully Qualified Supervisors who

« ONE LODGING NIGHT increase their Roxllalty Poi'nts by ?,500 . Pu I'Chase yo ur t| Ckets by
Open to all Fully Qualified Supervisors who ac(.:umulate.d pollnts during an eight-month period .
increase their Royalty Points by 4,000 (using the prior eight months as a base) ca I I | ng 866-866-4744
accumulated points during an eight-month period or vi S|t| n g

(using the prior eight months as a base)

HerbalifeEvents.com
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