


See the Section Contents
for detailed listings.

Introduction ........................... A

Dictionary
Abbreviations
The Code of Ethics

Communications -
You & The Corporation .................

Your Line of Sponsorship
Voice of the IBOs
North American Business Relations

The Products You Offer .................

Products and Services
Commitment to Quality
Satisfaction Guarantee
Know Your Products
Market the Products

Your Marketing Income
Submitted |deas

Poison Control Information

Growing Your Business .................
Registering
Awards and Bonuses
Monthly and Annual Bonuses

Managing Your Business ...............

Important General Information
Ordering Information
Bookkeeping Basics

Tax Tips

Sales Taxes

Insurance

Your Legal Responsibilities .............

Our Commitment to You
Business | ssues

Product Issues

The Rules of Conduct
Related IBO |ssues

International and Offshore ............. G

Rev. January 2000

General Contents







Introduction

Section Contents

Dictionary ........................... A-1
Abbreviations ........................ A-9
The Code of Ethics .................. A-10

Rev. January 2000



Dictionary

Aswith most businesses and organizations,
Quixtar has its own special language with many
unigue names and common terms. To help you
“learn the language,” we've prepared this
Quixtar Dictionary. Following the dictionary
isalist of common abbreviations.

A

Action Pak

Special groupings of related products that
Quixtar packages occasionaly for promotional
reasons.

Advance Order (A/0O)

When anew item (product, video, etc.) ison
Advance Order, theitem may be ordered by au-
thorized IBOs even though it's not yet available
for shipment. Shipmentswill be made on aFIFO
(firstin, first out) basis as soon as the merchan-
dise becomes available. These orderswill remain
in the system until shipment takes place or the
order is canceled. PV/BV credit and charges for
the item are usually issued when the order is
received.

Amvox® Global Communications

A telephone answering and messaging
service used and sold by IBOs.
Annual Volume

Includes IBO's Personal Volume, pass-up
from al non-25% Group Leaders and all down-
line Associate IBOs (Class 9) volume. This
volume does not include the volume from non-
25% IBOs above a maximum Performance
Bonus level (25%) foster registered IBO.
Thisvolume is used to determine Silver and
Platinum qualification months. Negative
volume isincluded/applied.

Associate IBO
Any Independent Business below the 25%
Sponsor level.

Award Volume

Includes an IBO’s Persona Volume, pass-up
from all non-25% Group L eaders and all down-
line Associate IBOs' (Class 9) volume. This
volume does not include the volume from

non-25% | BOs above a maximum Performance
Bonus level (25%) foster registered IBO. This
volumeis used to determine Silver and Platinum
qualification months. Negative volumeis
included/applied.

Back Order (B/0)

If anitem is not available from either the Cata-
log Distribution Center (CDC) or the Service
Center for ashort period of time, it is placed on
B/O status. Back ordersfor catalog items are
normally held for not more than 30 days before
the B/O is canceled. The money is refunded and
PV/BV reduced. Before the 30 days are up, the
party who placed the order may ask for the B/O
to be held longer than 30 days. At that time, the
B/Oischanged to A/O. A Service Center back
order will hold in the system until released for
shipping. Core line products held on back order
are shipped free of service charges.

Bank Draft

A payment option for personal check-
authorized 1BOs that allows them pay for the
order by having the Corporation draft their
checking account. When the Corporation re-
ceivesthe IBO's order and PIN (Personal Iden-
tification Number), it sends the billing
information to the IBO’s bank, which then pro-
duces atransaction that will be drawn on the
IBO's bank account. Both the IBO’s bank and
the Corporation must approve the authorization
for drafts against the account.

Bonus
Method of payment to IBOs.

Bracket

IBOs are paid a Performance Bonus based
on the amount of accumulated monthly PV.
Percentage brackets of the Performance Bonus
Schedule are 3%, 6%, 9%, 12%, 15%, 18%,
21%, 23% and 25%.

Bulletins

A series of reports that explain corporate re-
quirements on various business and legal mat-
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ters, such as divorce, sponsoring minors, trans-
fers, forming partnerships, etc. These Bulletins
are sent out to inquiring IBOs by Business Con-
duct & Rules, the Lega Division or Business In-
formation Services.

Business Information Services

Provides information on independent busi-
nesses, the |ndependent Business Ownership
Plan, qualifications, special promotions, prod-
uct PV/BV, pricing, servicing arrangements,
literature and ordering.

Business Support Materials (BSMs)

Motivationa or product literature, audiocas-
settes and videos that IBOs may order from
Quixtar or from their IBO's organization to
assist them in building their business.

Business Support Materials Arbitra-
tion Agreement (BSMAA)

The IBOAI Board asked that the Corporation
provide IBOs with the opportunity to sign a
Business Support Materials Arbitration Agree-
ment. The same arbitration procedures that will
be used with disputes relating to the Quixtar
business will be used with disputes involving
BSM-related issues, provided the disputing
parties have signed aBSMAA. The BSMAA is
included in the QuiIxTAR®" Registration Pack.

Business Volume (BV)

Every product has an established BV number,
adollar figure which istotaled each month to
ca culate monthly and annual bonuses. An IBO's
monthly Performance Bonusis a certain percent-
age (between 3% and 25%) of hisher BV. All
bonus payments are based on BV.

Buy-Back Rule

Rule 5.3.6 of the Rules of Conduct. To sum-
marize: A sponsor must purchase back from his
personaly registered IBOs leaving the business,
upon their request, any unused, currently mar-
ketable products and/or currently marketable lit-
erature and merchandising or registering aids.
Thisrule protects IBOs against inventory load-
ing and assures that no IBO who decidesto re-
linquish his business will be left with unwanted
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products, literature and sales aids. See Section F
for details.

C

Catalog Distribution Centers (CDCs)

The U.S. Catalog Distribution Centersarein
Ada, Mich., and Dayton, Nev. The Canadian
warehouseisin London, Ontario. (The U.S. and
Canadian catalogs are different.)

Class 2
A Platinum.

Class 4
A Silver Producer.

Class 6
A 25% Sponsor.

Class 9
An Associate IBO.

Client
A retall customer.

Consumables

Products that are continually used up and,
thus, can be sold to the same Client or Member
month after month, year after year (for exam-
ple, L.O.C® Multi-Purpose Cleaner, SA8® Laun-
dry Concentrate, ARTISTRY® Cosmetics).

Core Line Products

“Regular ling” products (as opposed to catalog
products), many of which are manufactured by
Amway or Nutrilite and are usually consumable.

Corporation

The term Corporation or corporate refersto
both Quixtar, Inc. and Amway Corp., unless
otherwise specified.
Crown

A Crown. See Section D for qualifications
and rewards.
Crown Ambassador

A Crown Ambassador. See Section D for
qualifications and rewards.

Customer Service Department
Handles new 1BO telephone applications and
customer inquiries.
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Delayed Ship Order

A Service Center-authorized IBO whose
order date falls on the last business day of the
month may place an order to obtain PV/BV for
that month and delay shipment of the order,
along with charges, until hig’her next scheduled
ship day.
Depth

Anyonein your group isin your “downling”
or inyour “depth.” “Building depth” isthe
process by which you assist those whom you
have registered to register others. When you
register someone, they are “onein depth” from
you, or your organization is now “one level
deep.” Their registered IBOs are “two deep”
from you or “two in depth” from you, and so on.

Diamond
A Diamond. See Section D for qualifications
and rewards.

Diamond Plus Bonus

A Diamond Plus Bonusis paid to Diamonds
and above who meet certain requirements.
See Section D for the Diamond Plus Bonus
Schedule.

Disposition Codes

These are letter codes designating what ac-
tion has been taken on each item on an order:
SHP, B/O, TNA, I/, A/O, BOS, AOS, ANS,
NAW or NLA. Explanation of the codesison
each packing dlip, so an IBO, Member or Client
can determine why an item was not shipped.
(These codes are defined in the list of abbrevia-
tions following this dictionary.)

Document Management Department
Processes new 1BO applications, renewal
forms and address changes.
Double Diamond
A Double Diamond. See Section D for quali-
fications and rewards.
Downline
The IBOswho make up an IBO’s group. In-
cludes people the IBO has personally registered

plus people whom those IBOs have registered.

Drop Code

A three-digit apha code used by the Service
Centersto designate areas of distribution,
delivery schedules and carriers. IBOswho
order from the Service Center are assigned
drop codes. All individual parcels of a Service
Center order will have the drop code on the
label to facilitate sorting.

Eaches

Service Center-authorized IBOs have the
option of ordering most core line productsin
“eaches’ (single items) instead of in case quan-
tities. Thereis an additional charge (included in
the IBO cost) when ordering a product as an
“each” compared to the unit cost of the item
when ordered in cases.

Emerald
An Emerad. See Section D for qualifications
and rewards.

Emerald Profit Sharing Bonus

At the end of each fiscal year, a Profit Sharing
Bonusis determined and paid to eligible Emer-
ads and above in the U.S. and Canada who
have three or more qualified North American
legs, based on the profitability of each company
during the year. See Section D for details.

Executive Diamond

An Executive Diamond. See Section D for
qualifications and rewards.
Expo

Expo is like atrade fair —various products are
displayed and promoted, employees from dif-
ferent corporate departments staff the booths,
and IBOs attend to ask questions and obtainin-
formation.

F

Front Line IBO

Refersto the IBOs you personally register.
When an IBO registers anew person, the new
IBO becomes part of that person’s “front line.”
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IBOsincrease their front line by continuing to
personally register new IBOs.

G

Group

Term used to describe all IBOswho have
been personally registered by you in addition to
all IBOs registered by those people, and so
on (see “Downline”). See Personal Group.

Group Volume

Includes an IBO’s Personal Volume, pass-up
from all non-25% Group L eaders and all down-
lineAssociate IBOs' (Class 9) volume. It also
includes the volume from non-25% IBOs above
amaximum Performance Bonus level (25%)
foster registered IBOs. Thisvolumeis used to
cdculate an IBO's Performance Bonus percent-
age. Negative volumeisincluded/applied.

Independent Business Owner (IBO)
Shall refer to the individual (s) operating an
Independent Business pursuant to a contractual

relationship with the Corporation.

IBO Cost
The price at which IBOs purchase
merchandise.

IBO Registration Form

The application an IBO must fill out and send
to the Corporation in order to be permitted to
own and operate an I ndependent Business.

Independent Business Owners
Association International (IBOAI)
(U.S. & Canada)

TheIBOAI isan association for IBOs that
provides the IBO organization a channel of
communication with the Corporation, primarily
through the IBOAI Board.

Independent Business Owners
Association International Board
(IBOAI Board)

Thirty IBOs serve on the Board, which isthe

governing body for the IBOAI: 15 are elected by
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al qualified U.S. and Canadian Platinum and
above, and 15 are elected by the elected Board
members from a slate nominated by the Corpo-
ration. Each member serves athree-year term.
The Board's mission is to advise and consult
with the Corporation on all aspects of the busi-
ness and to take an active role in shaping the
Corporation’s future. Leading the Board isan
Executive Committee, which establishes goals
and objectives for the four committees that
focus on different facets of the business:
Awards & Recognition, Business Operations,
International, and Legal & Ethics.

Independent Business Ownership Plan

The method by which an IBO builds a
business. The IBO Plan is unique and based on
two fundamental concepts: selling and registering
otherswho sell. IBOs are reguired to provide
every prospect with a copy of the Independent
Business Ownership Plan (SA-4400).

Intent to Continue (ITC)

Commonly known as “renewal.” Every IBO
must file an Intent to Continue Form each year
to renew their Independent Business. The IBO
must pay the renewd fee and complete an ITC
Formby Dec. 31.

Invoice

A confirmation of an order issued to an IBO.
It provides the IBO and the Corporation with
an accounting of the merchandise ordered, PV
and BV, IBO cogt, suggested retail, tax, postage,
redeemed vouchers/coupons, shipping informa-
tion and IBO information.

Invoice Number

A number assigned to each order placed with
the Corporation. Thefirst four digits of thein-
voice number signify the date the order was
placed and the month PV/BV was credited for
that order. It isimportant to refer to the invoice
number in all transactions regarding the order.
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K

Key

Thethreefirst letters of an IBO's business
name as listed on the Corporation’s records.
(eg.: Jones, Inc. = JON).

L

Lead

Any e-mail, letter or phone call received at the
Corporation from non-1BOs or non-Members
indicating they want more information, want to
purchase products or want to become IBOs or
Members.

Leadership Bonus

Paid each month by the Corporationto a
qudified Platinum or Silver Producer or above
who personally registers a qualified 25% group.
See Section D for details.
Leg

When you register an IBO and begin to help
that IBO create a group, that group will be
referredtoasa“leg.”

Line of Sponsorship (LOS)

Refersto your direct heritage or “ancestry”
in the business. your sponsor, your Sponsor’s
sponsor and so on. A line of sponsorshipis
the linkage between all IBOsin a specific
organization, somewhat like afamily tree.

Member

A customer entitled to buy products and ser-
vices at member pricing and to take advantage
of any member benefits offered.

Monthly Depth Bonus
See Section D for qualifications and rewards.

New Platinum Seminar

After an IBO is awarded the title of Platinum
for the first time, he and/or she areinvited to a
two-day business meeting at the Corporation,
all expenses paid.

North American Business Relations
Division

Handles IBOs' questions about the Growth
Program, product and services promotions,
day-to-day inquiries and all aspects of the Inde-
pendent Business Ownership Plan.
Nutrilite

A division of Amway Corporation. Located
in Buena Park, Calif., Nutrilite manufactures di-
etary supplements. NUTRILITE® products were
added to Amway’s product linein 1973. Rich
DeVos and Jay Van Andel were NUTRILITE dis-
tributors before founding Amway.

NuTRILITE Savings Stamp Program

Incentive program for all NUTRILITE DouBLE X®
Supplement users. Each unit of DousLE X sup-
plement has a*proof of purchase” imprinted on
the carton end-flap. Ten P-O-Ps can be redeemed
for afree box of DouBLE X supplement with
zero PV and BV.

o

Order Number

A number assigned to an order by the ordering
IBO. The number sequence helps IBOs keep
accurate records of their orders.

Order-Authorized IBO
Any IBO who is authorized to order directly
from the Service Centers.

P

Packing List

A computerized list included with each order
shipped, with the exception of AMAGIFT® Album
redemptions. On the packing list, al items or-
dered (stock number, quantity and description)
will be listed along with the ship status, the
ship-to address, ordering IBO’'s IBO number,
order date and invoice number.

Pass-Up

PVIBV created by non-qualified IBO volume
that continues to be passed up until combined vol-
ume reaches the 25% Performance Bonuslevel.
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Password

A confidentia personal identifier chosen by
the IBO, Member or Client which identifies such
individual and permits access to the Web site.

Performance Bonus

An 1BO may earn a Performance Bonus each
month based on total PV and BV of al prod-
ucts purchased during the month. Thisisa
percentage bonus that varies according to an
IBO'stotal monthly PV. See Sections C and D
for more details.

Personal Group
All people registered under a particular IBO
down to thefirst Silver or Platinum.

Personal Group Volume

An IBO’s Personal Volume as well asthe
volume generated by his downline group. In the
case of a Platinum or above, this would be that
IBO's (Class 9) group down to the next quali-
fied Platinum.

Personal Identification Number (PIN)

A four-digit persond identification number as-
signed randomly by the Corporation’s computer
to dl bank draft-authorized 1BOs. Thisis acon-
fidential number known only tothe IBO and is
used to generate a bank draft payment or to ob-
tain PV/BV egtimates through the Volume Infor-
mation Service.

Personal Volume

Volume from an IBO’s own personal orders
with the Corporation. PV/BV transfers and
miscellaneous account adjustments (Code 9s).

Peter Island Resort and Yacht Harbor
Owned by the Amway Corporation and lo-
cated in the British Virgin Islands. Diamonds are

eligible to attend an all-expense-paid business
conference at Peter Island based on specified
criteria. Theidand is aso available to the public.

Pin Level

AsIBOs grow in the business, they can
progress to different award levels. Pin level
represents the highest award level an IBO
has attained.

"Trademark: MCI WorldCom (Worldcom, Inc., Jackson, Miss.).
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Platinum

The Platinum is considered the leader of
his’her group and, following approval as a Plat-
inum, isinvited to a New Platinum Seminar.
See Section D for qualifications and rewards.

Point Value (PV)

Every product has an established PV number.
AnBO’'smonthly PV tota determinesthe
percentage used for Performance Bonus pay-
ments in accordance with the Performance
Bonus Schedule.

PV/BV Transfer

A method of moving PV/BV from one IBO to
another. Transfer of volume assures bonus checks
are paid correctly. See Section E for detalls.

Registration

Introducing others to the business and having
them sign up as an Independent Business
Owner, using the IBO Registration Form.

Residuals

Ongoing income an IBO can earn from cer-
tain services, such as MCl WorldCom' cus-
tomers' long-distance calls.

Retail Sales Rule

Rule 4.22 of the Rules of Conduct. In order to
obtain the right to earn Performance Bonuses
during a given month, the registering IBO must
make at least one retail sale to each of 10 dif-
ferent Clients or Members or make at least 50
PV worth of retail salesto any number of
Clients or Members that month, and upon re-
quest produce proof of such salesto hisor her
sponsor and upline Platinum.

Ruby
A Ruby. See Section D for qualifications and
rewards.

Ruby Volume

Monthly volume used to determine a qualify-
ing Ruby Bonus month. Ruby Volume includes
all Personal Volume plus pass-up from down-
line non-qualified Silver Producers (Class 4
or 6). Ruby Volume does not include Platinum
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A-7

volume (qualified or non-qualified) or qualified
Silver Producer (Class 4 or 6) volume. The vol-
ume for non-qualified IBOs over a qualified
foster registered IBO is not included. Negative
volume is included/applied.

S

Sales Incentive Program (SIP)

An incentive program for IBOs, which isre-
viewed annually and revised if desired. The SIP
is published every year within Quixtar.
Satisfaction Guarantee

We stand behind the quality of our products
and guarantee your satisfaction. If for any
reason you are not completely satisfied with
your purchase, you may return it to receive an
exchange or refund. (Limited guarantees apply
to designated products.) (See Customer Service
section of Web site.)

Service Centers

Product warehouses operated in California,
Colorado, Georgia, Hawaii, Michigan, New
Jersey, Puerto Rico, Texas and Washington. All
core line products and select catalog items are
warehoused and delivered through a Service
Center.

Service Charge
A service chargeis charged on al orders. See
the Shopping Section of the Web site for details.

Servicing Arrangements

A Platinum or above, for afee, will supply
product and provide access to training meetings
for another IBO’s downline. A servicing
arrangement is useful when sponsors and new
IBOs are geographically distant from one an-
other and supplying the new 1BO with products
and training is awkward and costly for the
sponsor. Business Information Services will
help IBOs locate a servicing Platinum or above.
The IBOs make their own agreements regard-
ing fees, which are typically 10% of BV. All
PVIBV purchased through the Servicing IBO
must be transferred back to the proper line of
sponsorship every month. (See Rule 5.3.4.)

70% Rule

Rule 4.18 of the Rules of Conduct. To sum-
marize: An IBO must sell at wholesale and/or
retail at least 70% of the total amount of prod-
ucts he bought during a given month to
receive the Performance Bonus or recognition
due on all the products bought. Thisrule rein-
forces the important philosophy that merchandis-
ing products is the foundation of the IBO Plan.

Silver Producer (SP)

See Section D for qualifications.
Special Shipping Rate

Some itemsin the Store For More have a spe-
cia shipping rate, which isto be used instead
of the normal percent of suggested retail. For
example, an expensive watch would carry ahigh
postage charge if the percent calculation was
used, perhaps many times over the actual ship-
ping costs. For that reason, the Corporation sets
aspecia postage rate for that item which covers
the actual cost of shipping.

T

Total Platinum and Above Volume

Includes an IBO's Personal Group Volume
and al qualified and non-qualified Silver Pro-
ducer/25% Sponsor volume. It does not include
any qualified or non-qualified Platinum or
above volume.

Triple Diamond
A Triple Diamond. See Section D for qualifi-
cations and rewards.

Truckable

Any item too large or heavy to be shipped
by UPS or Parcel Post. May be shipped by a
contract carrier. Note that most of these carriers
are only required to help the recipient get the
merchandise off the truck. They do not help
uncrate or move it into a dwelling without
charging an additional residential delivery
charge.
25% Sponsor

When you reach the 25% level dueto regis-
tering of aqualifying Silver or Platinum, you
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will be a 25% Sponsor and receive a 25% Per-
formance Bonus. See Section D for details.
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Unit

A singleitem in acase. The quantity of units
in a case may vary.
Upline

Your “uplineg” arethose IBOsin your line of
sponsorship who were registered before you.

\'/

Volume Following the Order

Any IBO who places an order on behalf of
another IBO can request that the volume for
the order be credited to that IBO. Volume for
orders placed with the Corporation can only be
designated to another IBO when the order is
placed on their behalf.

w

Warehouses

Aninformal name for the Service Centersin
the U.S. and Canada or the Catal og Distribution
Centersin Michigan and Nevada.
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Abbreviations

1099 - IRS Form 1099-MISC
AF—Air Freight

ANS-Available Next Season
A/O—Advance Order
AOS-Advance Order Shipped
A/R—Accounts Receivable

B/O —Back Order

BOS-Back Order Shipped
BIS—Bonus Information Summary
BSMs—Business Support Materials

BSMAA —Business Support Materials
Arbitration Agreement

BV —BusinessVolume

CDC —Catalog Distribution Center
CHG-Charge

COD —Callect on Delivery

CRD —Credit

EOM —End of Month

FAA — Founders Achievement Award
FC —Freight Collect

FP—Freight Prepaid

IBO — Independent Business Owner

IBOAI —Independent Business Owner
Association International

I —Insufficient Information
(e.g., color/size on order)

ITC—Intent to Continue Form
LOS-Line of Sponsorship

MGA —Millennium Growth Awards
NAW —Not Available at this Warehouse
NCR —No Charge, Reorder

NCS—-No Cost Shipment

NLA —No Longer Available

NSF —Non-Sufficient Funds (returned check)

NYA —Not Yet Available

0S& D —Overages, Shortages and Damaged
Merchandise

OTC - Over-the-Counter

PIN — Personal I dentification Number
PP —Postage Paid

PPD — Postage Prepaid

PV —Point Value

SHP-Ship

SIP - Sales Incentive Program

SKU —Stock Keeping Unit (stock number)
SP-Silver Producer

SZ/CL —Size/Color

TNA —Temporarily Not Available
UPS—United Parcel Service
USPS—United States Postal Service
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The Code of Ethics
Asan IBO, | agreeto conduct my business
according to the following principles:

* | will uphold and follow the Rules of Con-
duct as stated from time to time in official
corporate manuals and other literature, ob-
serving not only the letter, but also the spirit,
of these Rules.

| will present al products and services and
the business opportunity to my Clients,
Members and prospectsin a truthful and
honest manner, and | will make only such
claims as are sanctioned in official corporate
literature.

* | will be courteous and prompt in handling
any and all complaints, following procedures
prescribed in official corporate manuals for
giving exchanges or refunds.

| will conduct myself in such a manner asto
reflect only the highest standards of integrity,
honesty and responsihility, because | recog-
nize that my actions as an IBO have far-
reaching effects, not only on my own
business, but on that of other IBOs as well.

* | will accept and carry out the various pre-
scribed responsibilities of an IBO (and of an
upline and a Platinum IBO when | progress
to such levels of responsibility) as set forth
in official corporate literature.

| will use only literature produced or autho-
rized by the Corporation concerning the In-
dependent Business Ownership Plan and
products and services.
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What exactly isyour “line of sponsorship”?
Well, it'saterm that refersto your direct
heritage or “ancestry” in the business: your
Sponsor, your sponsor’s sponsor and so on. A
line of sponsorship isthe linkage between all
Independent Business Ownersin a specific
IBO organization, somewhat like afamily tree.

When you succeed in the business, not only
do you benefit but so does your line of sponsor-
ship. Thus, it'sto everyone's advantage to assist
and support each other’s efforts.

Additionally, while many opportunities typi-
caly leave you isolated and feeling vulnerable
against the harsh redlities of the business world,
your I1BO network can provide you with just
the opposite: a helpful, experienced support
system to guide you every step of the way.
Even if your sponsor is relatively new in the
business, your upline Platinum and othersin
your line of sponsorship are there to help.
Some suggestions:

* Set up a schedule of periodic checkpoints
with your sponsor or upline Platinum. At
these checkpoints (perhaps every two or three
months), you'll not only review your weekly
and monthly progress, you'll review your
goals and make any necessary adjustmentsin
how you want to build your business.

* Stay in close contact with the IBOS yox have
registered. Answer their questions, help them
show the Independent Business Ownership
Plan, recognize them publicly for their achieve-
ments. Make them fedl like an important part
of your business and line of registration — after
al, they are!

» Besides working closely with your downline
IBOs, stay involved with your upline network
and dl its various activities. We al need to
recharge our batteries and renew our commit-
ment from time to time, and your line of
registration is always there to help!
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Your Line
of Sponsorship

Take advantage of the experience and
successful track record found in your line of
sponsorship. If you're reading this as a new
IBO, just remember that every IBO wasin the
identical situation you'rein at the moment. If
you feel overwhelmed, just remember there are
leadersin your line of sponsorship who can
show you awell-traveled path to building a
successful business.




Voice of the
IBOs

Independent Business Owners
Association International

The IBO Association International isan
association for IBOs that providesthe IBO
organization a channel of communication
with the Corporation, primarily through the
IBOAI Board.

Thirty IBOs serve on the IBOAI representa
tive body, the IBO Association International
Board, which directly advises and consults with
the Corporation on al aspects of the business.

IBO Association International Board
The Board was formed to advise and consult
with the Corporation on all aspects of the busi-
ness — to take an active role in shaping the
Corporation’s future, to be innovative and to
continue the long-term view of the business.

Thirty IBOs serve on the Board: 15 are
elected by dl qualified U.S. and Canadian Plat-
inum and above, and 15 are elected by the
€elected Board members from a date nominated
by the Corporation. Terms are three years.

Leading the Board is an Executive Committee
that establishes goals and objectives for the four
committees that focus on different facets of the
business; Awards & Recognition, Business Op-
erations, International and Legal & Ethics.

Some of the Board's accomplishments
include:

BSM Rule. The Business Support Materias
Rule reflects the successful working relation-
ship between the Board and the Corporation.
The BSM Rule helps reduce the legal and reg-
ulatory risk when IBOs use privately produced
materials with prospects. The Rule also for-
malizes, through buyback of materials and the
meeting portion of function tickets, the con-
sumer protection many lines of registration
have always guaranteed.

Additional rule changes. The ever-changing
business climate necessitates updates and
amendments to the Rules of Conduct. The
Board has recommended modificationsin a
wide variety of areas. international sponsoring,
six-months inactivity, line of sponsorship

transfer, minors as IBOs, IBO mergers and
person-to-person registering.

IBO insurance. The Board called for and
has endorsed an insurance program for active
IBOs. The Universa Insurance Services, Inc.
Benefits program offers eight plans:

» Comprehensive major medical

* Group term life

* Travel accident

* Accidental death & dismemberment

* Disability

* Dental

* Auto

* Homeowners

The IBO Association International Board
meets formally three times annually, while
reviewing issues and conducting business
throughout the year.
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North American
Business Relations

Business Relations is the primary communi-
cation link between IBOs and the Corporation.
The primary objective of the group isto
strengthen the unique “ partnering” relationship
that exists between the Corporation and its IBOs.

Business Relations’ areas of expertise include
the following:

* The Independent Business Ownership Plan

» The Rules of Conduct

* Business Growth Program

» Award qudlifications and recognition

* Advocacy for IBOs within the Corporation

» Corporate hosts/representatives at corporate
and 1BO functions
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The Products
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An essential element of the businessisthe
nature of the product line: an innovative combi-
nation of high quality, wide variety and big
value.

While other companies may provide only a
single line to sell, we offer you a broad portfo-
lio of products. Thisinnovative approach gives
you the choice to be a“mega-merchandiser” or
to specialize in a particular product segment.

You can aso access amajor catalog program
that features thousands of name-brand items
from clothing to electronics, from popcorn to
paper products. Additionally, we work with
companies such as MCI to unlock exciting new
markets never before considered, where you
sell aservice once and then can earn residua
income for aslong as the Client or Member
uses the service.

Following is a summary of the basic product
categories.

Home

Laundry & Apparel Care

Household Cleaners

Air & Water Treatment

Cookware

Tableware
Health

Nutrition

Therapeutic Magnets

Weight Management
Self

Skin Care

Cosmetics

Hair Care
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Products
and Services

Education & Entertainment
Educational CD-ROM

Services

MCI/WorldCom' Long-Distance Telephone

Service

Amvox® Global Communications

SummiT Auto Club™*

GeTAways™ Travel Program

Visa' Credit Card

Franklin Covey Day Planner System
Business to Business

Laundry

Cleaners and Sanitizers

Food Service

Agricultural

Catalog
Store For More

fTrademarks: MCI WorldCom (Worldcom, Inc., Jackson, Miss.);
Visa (Visa International Association, Foster City, Calif.).

" Services provided by Allstate Motor Club, Inc.



Commitment
to Quality

We are arecognized leader in our industry.
The superior value and high quality of our
product line have earned the trust of IBOs,
Members and Clients, and make possible our
Satisfaction Guarantee.

* Quality isdesigned, built in and assured in
each step of the production. Quality cannot
be added to a product after it is produced; it
must be planned.

» Quality isthe result of skilled people, qual-
ity materials, the best equipment and facili-
ties and a corporate-wide commitment to
excellence.

* Quality isdemonstrated and sold daily on a
personal basis throughout the world.

* Quality builds business through repeat pur-
chases by satisfied Clients and Members.

* Quality is competing in the world market-
place for people’s hard-earned money. The
free enterprise system provides consumers
with many choices.

Committed to providing you with quality
products are: a state-of-the-art research and
development division; a marketing group that
both devel ops products and teaches IBOs how
to sell them; IBO service groups that answer
questions and solve problems; a mile-long
manufacturing complex; and a sophisticated
distribution system.

We are committed to quality. We are commit-
ted to your success.
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Our products are of the finest quality, which
iswhy virtually all carry our Satisfaction Guar-
antee. You can stand behind our products be-
cause we stand behind these products. They are
manufactured under arigid quality-control pro-
gram and are exhaustively tested for quality
and performance.

If, for any reason, a Client or Member is
dissatisfied with a covered core line product,
you should offer to:

* Replace the product without charge.

* Givethe Client or Member full credit toward
the purchase of another product.
* Refund the full purchase price.

Note that some products are also covered by
express written warranties. By the same token,
some products (for example, CLEARTRAK® Car-
pet Maintenance System, AMwAY® Water Treat-
ment System, and AmMway QUEEN® Cookware)
are covered by such warranties but not by the
Satisfaction Guarantee.

To return a product

If you are a Service Center-authorized | BO,
please see Section E, Managing Your Business,
“Returned Merchandise Procedures.” If you
are not a Platinum or above or Service Center
authorized, return the product to your sponsor
or upline Platinum.

Satisfaction Guarantee

Satisfaction Guarantee

We stand behind the quality of our products and guarantee your
satisfaction. If for any reason you are not completely satisfied with
your purchase, you may return it to receive an exchange or refund.
(Limited guarantees apply to designated products.)

These guarantees do not apply to products purchased from our Part-
ner Store sites, which are covered under their own guarantees.
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Know Your Products

The merchandise available from the Corpora-
tion will move your business forward. Not only
do product sales bring you immediate income,
they provide the basis for bonuses when you reg-
ister IBOs.

Follow these basic steps to become familiar
with products and services.

1. Use the Products

When you use the products, you broaden
your product knowledge, making them easier to
recommend and market.

2. Study the Products
Your understanding of products and services
comes not only from using them but by doing a
little research about their features, benefits and
high level of quality.
3. Order the Products
Now that you've tried some of the products,
you'll soon want to order more. You may need
to replace those you've tried initially, and there
are many others, of course, you'll want to try.
There are severa good reasons why:
* You obtain the products at IBO cost.
* You set an example for the IBOs you register.
* You contribute to the growth of your business
instead of the growth of various retail storesin
your area.
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Nothing happens in this business until you
sell aproduct. Aswith any business, you make
or buy aproduct at one priceand sell it at a
higher price to make a profit. If you don't par-
ticipate in this basic aspect of free enterprise,
you don't earn income and you don’t have
abusiness.

Thus, the Independent Business Ownership
Plan is based on salesto Clients and Members.
In fact, you must make product sales to receive
a Performance Bonus. Yet, marketing products
under the IBO Plan isabit different from the
traditional way of selling merchandise. Here's
asimple step-by-step approach you may wish
to try in marketing products.

1. Expand Product Use

Continue to try different core line and cata-
log products. Familiarity with our broad line
will increase your expertise and confidence
when you market the products.

2. Learn More About the Products

The expertise mentioned in step 1 comes not
only from using the products but by doing a
little research about their features, benefits
and high level of quality.
3. Draft a Plan

Work with your upline leadership — your
sponsor, upline Platinum or another leader in
your organization — to draft a business plan that
meets your needs and fits the objectives you
want to build your business. You'll want to
determine the products to market, people to con-
tact and how often you'll present the products.

4. Share the Products

Acquaint those you know —family, friends,
neighbors, co-workers —with the extensive line
of products that your business offers. Try to
interest them in as many product categories as
possible, suggesting they switch from Brand X.
They’re going to purchase these items anyway,
so advise them of the quality products and
great service you can provide. And remember
to tell them about Member benefits, too.

Rev. January 2000
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5. Presentation Tips

Show the product. When you present any
product, have the product on hand, if possible.
Not only isit more effective for people to see
the actual product (instead of just aphotoin a
brochure), they'll aso have the opportunity to
purchase it right on the spot.

Speak from experience. Explain why you've
found this product to be beneficial. You'll find
that your positive, personal experience with the
product can be extremely effective. It'salso
easier to present a product when you can speak
from experience.

Use extra support. You may want to have
promational literature to refer to or give out.

If there’s a corporate video for the product,
consider acquiring a copy — it will undoubtedly
make your presentations easier and more
effective. Some products even have a great
demonstration you can do.

Stressthe Guarantee. Always remind con-
sumers they can't lose with core line products —
they're assured of quality and satisfaction thanks
to the Satisfaction Guarantee. Because we stand
behind our products, you can offer your Client
or Member the choice of replacement without
charge, full credit toward the purchase of an-
other product or arefund of the full purchase
price. (Products purchased from Partner Stores
are covered under their own guarantees. See
Partner Stores online.)

6. Turn Non-IBOs Into Clients and
Members

Some people to whom you show the IBO Plan
may decide not to become IBOs at the time—yet
there’'s agood chance they’ Il want to try some of
your products. Not only will you have the op-
portunity to develop asolid Client/ Member
base and consistent business volume, you till
may sponsor these people some day.




Market the Products

Important Responsibility Statement

» There are many state and federal laws affect-
ing the sale of food supplements and health
and fitness products. Therefore, it isimportant
to use only the claims permitted in authorized
literature. Using improper literature could lead
to violations of food supplement regulations or
lead usersto believe food supplements are
drugs or medications.

* Unlessyou are amedica doctor, you should
not diagnose health complaints or prescribe
remedies. Don’t assume that your customers
need a certain food supplement or other
health and fitness product and don't tell them
that they do.

 Before beginning a significant lifestyle-
change program, especially an intensive
weight-loss program or exercise program,
customers should consult with a physician.

If your customers experience pain or discom-

fort while following alifestyle-change

program, they should discontinue the
program and check with their physician.

» Don't use testimonial s from people who
report health improvements after using
NuTRILITE® Food Supplements.

In situations involving weight loss achieved or
exercise results claimed from using NUTRILITE
products, you may use testimonials, but only if
you have documentary proof of the claims a the
time you make them.
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PV and BV

All products are assigned two sets of
numbers:

* PV (Point Vaue) isaunit amount assigned to
each product. It determines your Performance
Bonus bracket.

* BV (BusinessVolume) isadollar figure for
each product. BV isused for the calculation
of monthly and annual bonuses.

You earn PV and BV on products sold to
Clients, Members and other IBOs, and by using
the products yourself. The amount of your Per-
formance Bonus is determined by both PV and
BV.

You earn income in two ways, thefirst of
which isyour Immediate Income.

Immediate Income

Your Immediate Income is the difference
between the price at which you buy products
from the Corporation or your sponsor and the
price at which you sell themto your Clients.
There are actually three ways to express Imme-
diate Income:

* Basic Discount: a percentage of BV

» Markup: a percentage of 1BO cost

* Percentage Discount: a percentage of
suggested retail

You receive Immediate |ncome as soon as
you are paid by your Clients.

The suggested retail prices stated in company
publications are suggested prices only. You are
not obligated to charge these prices. Each IBO
is entitled to determine independently the
prices at which products may be sold to other
IBOs or Clients. The suggested basic discount
varies with each product. If you follow the sug-
gested basic discount, it should average out at
about 30% of BV.
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Income

Performance Bonus

The second way you can earnincome is
through a Performance Bonus.

You can earn a Performance Bonus each
month based on the total PV and BV of all
products you've purchased during the month.
Thisis a percentage bonus that varies according
to your total monthly PV. Asyou can see by
looking at the Performance Bonus Schedule,
the greater your total monthly PV, the greater
your Performance Bonus percentage.

Computing your Performance Bonus per-
centage on PV puts the emphasis on units sold,
not selling price. Asinflation causes pricesto
increase, you receive alarger bonus for the
same unit sales.

And the Performance Bonusiis based not only
on your own personal volume, but also includes
the volume of the IBOs and Members you sign
up. You pay out Performance Bonuses earned by
those you register from the Performance Bonus
you receive.

Performance Bonus Schedule
Thefollowing isthe full Performance
Bonus Schedule used by the Corporation in
computing Performance Bonuses paid to
IBOs who do business directly with the

company.
If your total Your Performance
monthly PV is: Bonus is:
7,500 or more 25% of your BV
6,000 23%
4,000 21%
2,500 18%
1,500 15%
1,000 12%
600 9%
300 6%

100 3%




Submitted Ideas

On occasion, IBOs, Members and Clients or
other individuals express interest in submitting
ideas to the Corporation. Such ideasinclude
processes, formulas, designs, models, products,
materials or anything that represents value to the
submitter and is unprotected by law.

We welcome all ideas. To ensure rapid han-
dling and a clear understanding between the
submitter and the Corporation, we have a stan-
dard procedure for reviewing submitted idess.
A Submitted Ideas Bulletin that includes a Sub-
mitted |dea Agreement Form (O-342) may be
requested in writing from the New Business
Development Division or by calling 616-787-
7897 and leaving your name, address and
phone number information. This bulletin ad-
dresses all aspects of idea development,
including secrecy, honoraria, compensation
and returning submitted materials.

Vendors who wish to sell us an exigting
patented product need not follow this procedure,
but should contact New Business Devel opment
to review theitem.
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All products are formul ated, evaluated and
tested with safety in mind. Occasionally, how-
ever, an unanticipated or accidental exposure
may occur in which you may want to contact
your physician or local poison control center.

We have supplied product information and
first-aid recommendations to poison control
centers through the Poisindex' Information
System. Most poison control centers and many
hospital emergency departments subscribe to
this service and use it to access product infor-
mation rapidly in emergency situations.

Additionally, to help protect you, your family
and your Clients and Members, we offer a
24-hour Emergency Hotline: 616-787-6307.
An expert staff of physicians, registered nurses,
pharmacists and toxicologists will provide
immediate advice on how to handle product-
related exposures at home and in the workplace,
adlergic reactions and spills.

The corporate Emergency Hotlineis offered
in cooperation with the Pittsburgh Poison Cen-
ter at Children’s Hospital of Pittsburgh. The
Hotline offers trand ation services for more
than 80 languages and dialects, and every caller
receives afollow-up phone call to ensure the
situation has been resolved.

The Emergency Hotlineisthefinal stepin our
careful attention to product safety. For greater
protection, all core line products are |abeled
(when appropriate) with hazard warnings and
first-aid instructions, and may also have child-
resistant closures.

"Trademark: Poisindex (Micromedex, Inc., Denver, Col.).
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While the basic functioning of your business
is dependent on marketing products, building
your business comes from both marketing prod-
ucts and registering IBOs who market products.

Thelarger your IBO network, the greater the
potentia for your business. Building abalanced
business—combining registering and marketing —
leverages your timeto its best advantage.

Your IBO organization probably has a proven
method, so listen to them. We also offer the fol-
lowing basic suggestions.

1. Draft a Plan

Work with your upline IBO to draft a plan.
Put together a detailed plan as to how often
you'll show the IBO Plan. In the beginning,
your upline Platinum will probably present the
IBO Plan to your prospects. Astime goes on,
you'll become more comfortable and do more
of the presentation yourself.

You can use a calendar to plan your time
during the upcoming month that you'll devote
to your business: attending meetings, showing
the IBO Plan, ordering and picking up products
and learning more about the business.

2. Make a List

Write down the names of potential IBOs. Un-
derstand that they are not just people you
assume will want to be IBOs. There's no way
you can predict who will be interested in start-
ing abusiness of their own. There asoisno
way you can foresee who will start a business
and then build it into athriving enterprise.

Hence, you probably don't want to pre-judge
anyone, even if you think they’re “too success-
ful” to consider abusiness. First, they may not
be happy with their current “successful” situa
tion. Second, they may be looking for anew
chdlenge. Third, the habits that have made them
successful bode well for success with abusiness.
Only they can decide—you would not want to be
the one to make the decision to deprive them of
this opportunity. Your role is one of a messenger
or facilitator, to let them know there's a proven
opportunity ready and waiting.
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Registering

Therefore, make a comprehensive list —
friends, family, neighbors, co-workers, ac-
quaintances, people with whom you do busi-
ness. Then, after each name, write either the
phone number or when you’ Il speak to themin
person.

3. Make Appointments

Work with your IBO network when schedul-
ing appointments. One way to present the IBO
Plan isfor you to host small business meetings
in your home where your sponsor or upline Plat-
inum conducts the presentation. Another way is
to meet one-on-one at their home or at a restau-
rant. Also, many organizations have regular
meetings where you can bring prospectsto learn
about the business, see the products and get to
meet some of the successful peoplein this
business.

Whichever way you choose, be sureto explain
that thiswill be abusiness meeting, not, for
example, a“party” or a“seminar on how to save
on taxes”” You must never deny the meeting is
about, or leave the impression it is about, some-
thing other than the business opportunity.

4. Review the Registration Materials

If you're anew IBO, refer to the Independent
Business Ownership Plan (SA-4400) —the one
required piece of literature you must hand out
whenever you present the IBO Plan.

Your IBO organization may also haveits own
materials. Aslong as these materials have been
authorized for use with prospects by the Corpo-
ration, you may use them. (You should see some
designation, such as* Contents Reviewed” or
“CR,” on all authorized materials.) In any case,
you always must give your prospect a copy of
the SA-4400 when you present the IBO Plan.

5. Present the IBO Plan

Wherever you meet with interested people—in
their home, at a coffee shop, at asmall meseting
in your home or a an open meetingin a
hall —you should be professional in your ap-
proach. You may want to consider the following
suggestions:



Registering

* Wear business attire.

* If you're hosting the meeting, serve simple
refreshments, such as coffee and food bars.

* Do not allow pets, children, the telephone or
the television to intrude on the meeting—
remember, thisis a business presentation.

If you're new to the business, your sponsor or
an upline IBO will likely present the IBO Plan
for you. You'll want to study their approach asa
guide for when you begin to show the IBO Plan.
However, hereisatypica sequencein introduc-
ing a prospect to the IBO Plan:

a. You're excited about a business and you
think they may be interested also.

b. You had some specific dreams and goals and
realized this was away to help you reach
them.

c. Do they have any dreams or goals?

d. Discuss the advantages of the businessin
achieving dreams and goals. product line,
business plan, benefits program.

e. Review any corporate or authorized materials.

f. You must state the following whenever you
present the IBO Plan: “The examples | will
use are simply to show how the IBO Plan
works. They are not intended to project or
promise any actual earnings. I’ll be giving
you a brochure which fully describes the IBO
Plan and which contains average profits,
earnings, and sales figures and percentages.”

0. You must give them the latest version of the
SA-4400. Also provide any other literature or
materials you think would be helpful.

h. Answer any questions. If they want to think it
over, don't pressure them —just say you'll be
getting back with them in a couple of days.

6. Follow-up

Get back to them within 24 to 48 hours of
showing the IBO Plan. Thisiswhen their enthu-
sasmisat its peak. After acouple of days, the
enthusiasm may subside and they may start to
make excuses why a business won’t work for
them.

You'll hear numerous excuses for not starting
abusiness, and many of those excuses are based
on misconceptions about the opportunity. Your

upline can help you dispel those misconceptions
and help you convince many undecided pros-
pects to make a positive move.

If, however, a prospect decides not to become
an IBO, offer to service him or her asa Client
or Member.

7. Follow Through With New IBOs

The same idea holds true with new IBOs as
with uncommitted prospects: don't alow their
initial enthusiasm to drop off. If you're anew
IBO yoursdlf, you may not be able to answer all
their questions. But you can work together asa
team, sharing experiences, encouraging each
other's progress, and following the examples set
by the leadersin your line of sponsorship.
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Awards and Bonuses

To recognize and reward your achievements,
thereis an extensive award and bonus system.
Pins and plaques are awarded in honor of
busi ness-building achievements, and recogni-
tion is also given. These bonuses and awards
are continually updated to encourage growth
and vitality, so refer to current materials or con-
tact your line of sponsorship with questions. To
be eligible for these awards, you must bein
compliance with all the provisions of the Code
of Ethics and Rules of Conduct.

IBO Awards

Note: Bonusesin this chart are explained in

detail following this IBO Awards chart.

Qualification Bonuses/Rewards/
Requirements Business Conferences

25% Sponsor

Reach the 25% level for registering aqualifying Sil- ~ You are eligible to:
ver Producer or Platinum in North America. * Receive a 25% Performance Bonus.
(See calculation rules for foster sponsors.)

Silver Producer

Achieve any one of the following for one You are eligible to:
month: * Receive a 25% Performance Bonus.
1. Generate Award Volume of at least 7,500, or « Receive a Silver Producer pin.

2. Register or foster register one 25% group and have
at least 2,500 Award Volume, or

3. Regigter or foster register at least two 25% groups
in the same month.

Inter nationally sponsored groups may not be used
for Slver Producer qualification.
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Awards and Bonuses

Bonuses/Rewards/
Business Conferences

Qualification
Requirements

Becoming a Platinum is an important milestone. A
Platinum usually buys products and business mate-
rials directly from the Corporation rather than from
aPlatinum or above. The Platinum is looked upon
asthe leader of his own group. As aPlatinum, you
train, supply and motivate your personal group,
teaching them to assume the leadership responsi-
bilitiesin their own groups.

In short, becoming a Platinum means you're
entering anew phase of the business. Y ou continue
doing the things that made you a Platinum —
registering 1BOs and marketing products— but

now you're also arecognized leader with new,
challenging and exciting responsibilities.

You may qualify/requalify as a Platinum by
achieving the following:

A. Achieve any one or any combination of 1, 2, or 3
for any 6 months within the fiscal year.! (At least
3 of the 6 months must be consecutive for the
first Platinum qualification.)

1. Generate Award Volume of at least 7,500, or
2. Register or foster register one 25% group and
have at least 2,500 Award Volume, or
3. Register at least two 25% groupsin the
same months.
Internationally sponsored groups may not be
used for Platinum qualification.

B. Bean IBO in good standing, meet all require-
ments as set forth in the Rules of Conduct, and
be at least 18 full years of age or the age of
majority in the state of residency, whichever
isolder.

You are eligible to:

* Beinvited to the two-day, expenses-paid New Plat-
inum Seminar a the corporate World Headquarters
to meet the management team, tour the facilitiesand
receive an abundance of
information to assist your business-building efforts.

* Receive the maximum 25% Performance Bonus
each month you qualify, according to the Perfor-
mance Bonus Schedule.

* Participate in the annual Sales Incentive Program,
published each year.

* Receive a Platinum pin.
* Receive recognition.

' The exception to the 6-month Platinum qualification within the fiscal year is for those

who qualify for the very first time and overlap fiscal years. The exception is as follows:
f a new Platinum starts his qualification in April or later, thereby not allowing completion
within the fiscal year, that IBO may overlap into the next fiscal year if he qualifies for 6
consecutive months with no break in qualification from his original Silver Producer month.
Example: An April qualifier may qualify April through September to complete his 6 months.
To retain the title and privileges of a Platinum, you must requalify each fiscal year
(Sept. 1—Aug. 31) by having at least 6 qualified months within the fiscal year.
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Awards and Bonuses

Bonuses/Rewards/
Business Conferences

IBOs who generate Ruby Volume (Personal Group
Volume including pass-up volume from non-
qualified Silver Producers or 25% Sponsors) of

15,000 or more pointsin a given month will qualify

for eligibility as a Ruby.

You are eligible to:

* Receive the monthly Ruby Bonus.
* Receive aRuby pin.
* Receive recognition.

IBOs who personally, internationally, or foster
register 3 or more qualified groups, each of which
qualifies at the maximum Performance Bonus level
for at least 6 months of the fiscal year, qualify for
eligibility asan Emerald.

You are eligible to:

* Receive the yearly Emerald Bonus.?

* Receive an Emerald pin.

* Befeatured in astory.

« Participate in the Emerald Profit Sharing Bonus.?

If you personally, internationally or foster register
6 qualified groups (3 groups must be North Ameri-
can), each of which qualifies at the maximum Per-
formance Bonus level for at least 6 months of the

fiscal year, you qualify for eligibility asaDiamond.

?Internationally registered groups may be used to qualify for award levels of Emer-
ald and above. They may not be used for qualification of bonuses except for one-
time cash bonuses at the Double Diamond and above levels or Founders
Achievement Award (FAA).
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You are eligible to:
* Receive the yearly Emerald and Diamond Bonus.?
* Receive the yearly Diamond Plus Bonus, if you
have 7 or more qualified groups.?
* Receive a Diamond pin.
» Befeatured in astory.
* Participate in the Emerald Profit Sharing Bonus.




Awards and Bonuses

Executive Diamond

If you personally, internationally or foster register You are eligible to:

9 quglified groups,® each of which qualifies at the « Receive the yearly Emerald, Diamond and Dia-
maximum Performance Bonus level for 6 months of mond Plus Bonus.?
the fiscal year, you qualify for eligibility as an Ex- « Receive an Executive Diamond pin

ecutive Diamond. .
* Befeatured in a cover story.

« Participate in the Emerald Profit Sharing Bonus.?

Double Diamond

If you personally, internationally or foster register You are eligible to:

12 qual ified groups,® each of which qualifies at the « Receive a one-time cash bonus of $25,000.
maximum Performance_Bonus Ieyel fc_)r 6 months of * Receive the yearly Emerald, Diamond and Dia-
thefiscal year, you qualify for eligibility asa Dou- mond Plus Bonus.2

ble Diamond. . . .
* Receive the Double Diamond pin.

 Befeatured in a cover story.
* Participate in the Emerald Profit Sharing Bonus.?

Triple Diamond

If you personally, internationally or foster register You are eligible to:
15 qualified groups,® each of which qualifies at the « Receive a one-time cash bonus of $50,000.
maximum Performance Bonuslevel for 6 monthsof | oo iate in a special business conference at the
thgﬁscal year, you qualify for eligibility asaTriple Peter Island resort in the Caribbean. Y ou and your
Diamond, immediate family are invited and all expenses are
paid by the Corporation.
* Receive the yearly Emerald, Diamond and Dia-
mond Plus Bonus.
* Receive the Triple Diamond pin.
 Befeatured in a cover story.
* Participate in the Emerald Profit Sharing Bonus.?
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Awards and Bonuses

Bonuses/Rewards/
Business Conferences

If you personally, internationally or foster register
18 qualified groups,® each of which qualifies at the
maximum Performance Bonus level for 6 months of
the fiscal year, you qualify for eligibility asa
Crown.

You are eligible to:
« Receive a one-time cash bonus of $100,000.

* Receive the yearly Emerald, Diamond and Dia-
mond Plus Bonus.

* Receive the Crown pin.
 Befeatured in a cover story.

» Have aformal portrait displayed in the “Hall of
Achievement” at World Headquarters.

* Participate in the Emerald Profit Sharing Bonus.?

Crown Ambassador

If you personally, internationally or foster register

20 (or more) qualified groups,® each of which quali-

fies at the maximum Performance Bonus level for
6 months of the fiscal year, you qualify for eligibil-
ity as a Crown Ambassador.?

“Internationally sponsored groups may be used to qualify for award levels of Emerald and above.
They may not be used for qualification of bonuses except for one-time cash bonuses at the Dou-
ble Diamond and above levels or Founders Achievement Award (FAA).

*Three groups must be North American.

Al qualifications and requalification are subject to review and approval
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You are eligible to:
« Receive a one-time cash bonus of $150,000.

* Receive the yearly Emerald, Diamond and Dia-
mond Plus Bonus.

* Receive the Crown Ambassador pin.
» Befeatured in a cover story.

» Have aformal portrait displayed in the “Hall of
Achievement” at World Headquarters.

* Participate in the Emerald Profit Sharing Bonus.?
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Leadership Bonus

The Leadership Bonusis paid each month by
the Corporation to a qualified Platinum or Silver
Producer according to the calculation rules.

In the course of building your business, you
may motivate and train an I1BO until that IBO
reaches the level of Silver Producer or Plat-
inum. At that level, both you and your Platinum
or Silver Producer may be in the same Perfor-
mance Bonus percentage bracket: 25%.

The Platinum or Silver Producer who quali-
fiesfor the Leadership Bonus has demonstrated
the ability to work hard in order to attain high
levels of performance. We believe this hard
work, ability and performance merit the award
of the Leadership Bonus.

Therefore, to provide you with an incentive
to develop a Platinum or Silver Producer and to
compensate you for the hard work involved in
doing so, the Independent Business Ownership
Plan provides for payment of a Leadership
Bonus. This bonusis computed on the Group
BV of each qualified 25% group you register.

Under this system, you can receive the L eader-
ship Bonus aslong asthe Platinum or Silver
Producer qualifies and aslong as you maintain
your own Group Volume (as explained in “Rules
Governing the Calculation of the North American
Leadership Bonus,” which follows).

Rules Governing the Calculation of the

North American Leadership Bonus

A. A Leadership Bonusis paid on every dollar of
BV each month by the Corporation, which
computes and pays all L eadership Bonuses.

B. The Leadership Bonus is computed from the
bottom up —never from the top down.

C. You must have a least 2,500 Group Volume
to receive any Leadership Bonusif you regis-
ter one qualified group. The 2,500 Group Vol-
ume does not include any downline qualified
volume (25%). However, it will include
pass-up volume.

D. Once the Leadership Bonus Adjustment has
been generated, at least that amount of Lead-
ership Bonus must continue to pass up the
line of sponsorship.

E. Each leader of aqualified group may be
entitled to a Leadership Bonus based on the
following rules:

1. You will keep all of the Leadership Bonus
generated by your group:

a. If you register one qualified group and
the Leadership Bonus generated by your
BV isequal to or exceedsthe Leadership
Bonus Adjustment or the amount of
L eadership Bonus generated to you, or...

b. If you register two or more qualified
groups and the L eadership Bonus gener-
ated by your BV isequal to or exceeds
the Leadership Bonus Adjustment or the
average of the Leadership Bonus gener-
ated to you by your qualified groups if
the published Leadership Bonus Adjust-
ment hasn’t been generated.

2. You will keep some of the Leadership
Bonus generated to you:

a If you register one qualified group and the
L eadership Bonus generated by your BV
is less than the Leadership Bonus Adjust-
ment or the amount of Leadership Bonus
generated to you, or ...

b. If you register two or more qualified
groups and the L eadership Bonus gener-
ated by your BV isless than the L eader-
ship Bonus Adjustment or the average
Leadership Bonus generated to you if
the L eadership Bonus Adjustment hasn’t
been generated.

3. You will keep none of the Leadership
Bonus generated by your group if you
register one qualified group and your
Group Volume is less than 2,500.

Pass-Up Volume

An IBO can aso receive the Performance

Bonus differential on pass-up volume, which is

any volume below the 25% Performance Bonus

level developed by a 25% sponsor, Silver or

Platinum. This volume passes up the line until

it reaches an IBO who has attained 7,500

Group Volume.

Negative Volume Roll-Up

If, at the close of monthly business, a down-

line IBO has a net negative volume amount,
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this amount will roll up the line until this
negative amount can be recovered.
Bonus Adjustments

The Leadership Bonus Adjustment and
Monthly Depth Bonus Adjustment are modified
whenever there are modificationsto PV and BV.
These adjustments are determined by the ratio
between PV and BV asit relatesto coreline
products. As PV/BV adjustments are made, the
L eadership Bonus and Monthly Depth Bonus
Adjustments are recal culated. The Leadership
Bonus that passes up the line of registration is
based on 4% of BV.
Bonuses and No. 2 Business

For al bonuses, abusiness known as a
“No. 2 business,” which has been purchased or
otherwise acquired and is being operated in the
same or different line of sponsorship, is treated
as acompletely separate business. Volumes
generated by the two businesses are not com-
bined for purposes of calculating bonuses or for
award purposes.

Emerald Profit Sharing Bonus

At the end of each fiscal year, the Corpora-
tion determines whether to pay a Profit Sharing
Bonus to Emeralds and above in the U.S. and
Canada who have 3 or more qualified North
American legs, based on the profitability of
each company during the year. Thisbonusis
not guaranteed, because it can be paid only if
there are sufficient corporate profits to fund
such payments.

How the Bonus Is Paid

The Emerald Profit Sharing Bonusis paid
25% in cash and 75% in shares of common
stock of ActivaMutua Fund Trust.

It is computed and distributed in the same
manner as the Emerald Bonus minus traceable
international volume. (See “Emerald Profit
Sharing, Emerald and Diamond Bonus Sched-
ule” at end of this section.)

Note: You can useActiva Mutual Fund Trust
shares as the nucleus of a sound investment/sav-
ings program. In addition to aregular mutua fund
account, U.S. IBOs a so can use these sharesto
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fund an Internal Revenue Service-approved Self
Employed Retirement Plan with tex-deferral
benefits. Retirement plans offered by Activa Mu-
tual Fund Trust include traditiona IRAS, Roth
IRASs, SEPs and aMagter Profit Sharing Plan
(Keogh). After the Emerald Profit Sharing distri-
bution has been made, the Activa Mutua Fund
Trust shares can be redeemed as described in its
prospectus. Please contact Activa Mutual Fund
Trust for further details.
Qualification/Requalification for
Emerald Profit Sharing

To be digible for Emerald Profit Sharing
(if and when declared), an Emerald or above
must have at least 3 North American legs,
each of which qualify for 6 months within the
fiscal year.
Ruby Bonus

An IBO’'s monthly Ruby Bonusis equal to 2%
of that month’s Ruby Volume, including pass-up
volume from non-qudified 25% Sponsors and
Silver Producers.
Example:

You develop Ruby Volume of 15,000 PV and
$30,000 BV in one month. The Ruby Bonus for
that month is $600 (2% x $30,000).

Monthly Depth Bonus

Rules for Qualification for

Monthly Depth Bonus

A. The Monthly Depth Bonusis equd to 1% of
the BV of all second level qudlified groups,
down to and including the first qualified
Monthly Depth Bonus recipient or above,
plus the registered qualified groups of that
Monthly Depth Bonus recipient or above.

B. The Monthly Depth Bonus rules guarantee to
your upline Monthly Depth Bonus recipient a
minimum of 1% of 7,500 Group Volume
multiplied by the PV/BV ratio, or 1/4 of the
published L eadership Bonus Adjustment, on
each of your registered qualified groups as
long as the published Monthly Depth Bonus
Adjustment is generated.

C. If the Monthly Depth Bonus generated by
your registered qualified groups fulfillsthe
Monthly Depth Bonus Adjustment, you will
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keep dl the Monthly Depth Bonus generated
to you by the downline qualified groups,
based on the Monthly Depth Bonus calcula-
tion (see A on page D-10).

D. If the Monthly Depth Bonus generated by
your registered qualified groups does not
fulfill the Monthly Depth Bonus Adjustment,
an adjustment will be made from the
Monthly Depth Bonus calculation (see
A on page D-10) to make up the difference.

For simplicity in these examples, one point
of PV isequal to $2.00 BV. BV/PV ratio: The
average for core line products as of Sept. 1,
1998, is 2.44. The average for products sold
through catalogs is 2.00.

Monthly Depth Bonus
Example 1:

In this example, the volume generated by
groupsA, B and C fulfillsthe Monthly Depth
BonusAdjustment to the upline Monthly Depth
Bonus recipient. Therefore, you would receive a
Monthly Depth Bonus equal to 1% of the BV of
groups D, E, F and G. Your Monthly Depth
Bonus would be $600 (1% of 4 x $15,000).
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Monthly Depth Bonus
Example 2:

In this example, the volume generated by
groupsA, B and C fulfills the Monthly Depth
Bonus Adjustment to the upline Monthly Depth
Bonus recipient. Your Monthly Depth Bonusis
equal to 1% of the BV of groupsD, E, F, G, H, |
and J. You would not receive a Monthly Depth
Bonus on the volume of group K, because
Monthly Depth Bonus IBO G isentitledto a
Monthly Depth Bonus on K’s volume. There-
fore, your Monthly Depth Bonus for this month
is $619.00 (1% of $700 + $1,000 + $200 +
$15,000 + $15,000 + $15,000 + $15,000).

A
7,500 PV
$15,000 BV

B
7,500 PV
$15,000 BV

c
7,500 PV
$15,000 BV,

D
350 PV
$700 BV

100 PV
$200 BV

H J
7,500 PV 7,500 PV 7,500 PV
$15,000 BV $15,000 BV $15,000 BV,

K
7,500 PV

$15,000 BV,
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Emerald Bonus

The Corporation sets aside an amount equal
to 1/4 of 1% of the total North American BV
each month. Once qualified by virtue of per-
sonaly and foster registered groups, the Emer-
ad or above with at least 3 qudified legs from
North America receives Emerald Bonus points
and payment on North American volume as
well asthe traceable volume from internation-
ally sponsored qualified groups. At the end of
the fiscal year, the Corporation identifies all in-
ternationally sponsored volume, linksit to the
appropriate International Sponsor and
corresponding market (one country removed),
and pays an Emerald Bonus to both the Interna-
tional and Foster Lines of Sponsorship. All
Emerald Bonus recipients may benefit from the
expanded fund amounts. (See “Emerad Profit
Sharing, Emerald and Diamond Bonus Sched-
ule” at the end of this section.)

Diamond Bonus

Qualified Diamonds and above with at |east
6 North American legs receive the Diamond
Bonus paid out of afund consisting of 1/4 of
1% of the North American BV. Once qualified
by virtue of personally and foster registered
groups, the Diamond receives Diamond Bonus
points and payment on qualified North Ameri-
can Volume aswell asinternational traceable
volume (like the Emerald Bonus). The fundis
distributed to eligible participants in accor-
dance with the same formula employed for the
calculation of the Emerald Bonus.
(See “Emerald Profit Sharing, Emerald and
Diamond Bonus Schedule” at the end of
this section.)
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Diamond Plus Bonus

The Diamond Plus Bonusis paid to each IBO
who personally or foster registers 7 or more
North American qualified groups that qualify at
least 6 months of a given fiscal year. The bonuses
are paid in cash and are made after the end of
each fiscal year from afund equal to 1/4 of 1%
of North American BV.

In the event that total disbursement (in accor-
dance with the schedule shown at end of section)
does not consume the total available funds, then
all payments areincreased on a pro rata basis
until the total disbursement equals the available
funds.

Likewise, if total disbursements exceed the
total available funds, then all payments would
be reduced on a pro rata basis until the total
disbursement is equal to the available funds.

Example 1:

You register 7 quaified groups, each of which
isat the 25% level for 6 monthsin agiven fisca
year. Your Diamond Plus Bonus is computed as
follows:

7 (groups) x 6 (months) x $100 = $4,200
Example 2:

You register 11 qualified groups, each of
whichisat the 25% level al 12 monthsin a
given fisca year. Your Diamond Plus Bonusis
computed asfollows:

11 (groups) x 12 (months) x $100 = $13,200

Example 3:

You register 18 groups: 3 of these groups are
at the 25% level for 4 months, 5 groups are at
the 25% level for 6 months, 5 are at the 25%
level for 9 months, and 5 are at the 25% level
for 12 monthsin a given fiscal year.

For the purposes of the Diamond Plus Bonus,
15 of your groups qualify at the 25% level for 6
months or more. You receive $300 for each
month during which each of these 15 groups
qualified at the 25% level.

5 (groups) x 6 (months) x $300=  $9,000
5 (groups) x 9 (months) x $300 = $13,500
5 (groups) x 12 (months) x $300 = $18,000
Your total Diamond Plus

Bonus for the year $40,500
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Diamond Plus Bonus Schedule

Number of 25%
groups to qualify Estimated Total Bonus?
(each group at the payment per
25% level for 6 group for each Minimum Maximum
months or more)' month qualified*
7tol11 $100 $4,200 - $13,200
12t0 14 $200 $14,400 - $33,600
15t0 17 $300 $27,000 - $61,000
18t0 19 $400 $43,200 - $91,200
20 $500 $60,000 - Applicable

Emerald Profit Sharing, Emerald and Diamond Bonus Schedule®

Points Available Cumulative
Business Volume Per Bracket Points
$0 up to $25,000 4 points per $1,000 BV 100 100
$25,000 up to $75,000 2 points per $1,000 BV 100 200
$75,000 up to $125,000 1 point per $1,000 BV 50 250

$125,000 and above 1 point per $10,000 BV Based onvolume  Based on volume

‘Internationally sponsored groups are not figured in computation and payment of the Diamond
Plus Bonus.

““Estimated payment per group for each month qualified” and “Total Bonus™ may vary (higher or
lower on a pro rafa basis) based on available funds.

“Emerald and Diamond Bonus calculations include traceable volume from internationally
sponsored qualified groups. Emerald Profit Sharing Bonus points are calculated on domestic
volume only.
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IBO Number

Each Independent Business Owner is assigned
an IBO number. It's how we identify every
business and should be included in all corre-
spondence and when ordering.

Personal Identification
Number (PIN)

The PIN program was devel oped to safeguard
the bank draft accounts of Service Center bank-
draft-authorized telephone-ordering IBOs. The
PIN isa confidentia number known only to the
IBO for use with hisor her persona telephone
orders or the corporate automated PV/BV in-
quiry system. Any compromising of the number
by the IBO will place any subsequent liability on
him or her.

The PIN isa4-digit number assigned
randomly by and confidentially stored on the
corporate computer system for all bank-draft-
authorized IBOs. The PIN is always sent by
mail. If you should forget your PIN, you may
request arefresher letter by e-mailing us at
quixtar.com. Additionally, after receiving your
PIN, you may reguest to change it to a person-
ally selected 4-digit number by contacting
Accounts Receivable.

If you have any other questions about bank
draft authorization, please e-mail us at
quixtar.com.

Notice of Intent to Continue

In order to remain an IBO, the IBO must
annualy file his or her Notice of Intent to Con-
tinue Form (SA-469) to operate his or her inde-
pendent business.

IBOs may sign up for automatic renewal,
with the next year's fees charged automatically
to their credit card. To take advantage of this
convenience, simply follow the instructions on
the Intent to Continue Form.

Prorated First-Year Renewal Fees

First-year IBOS' renewal fees may be pro-
rated depending on the time they originally
entered the business.
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Every IBO who signs up between February
and August is digible to pay a prorated renewal
feethelr first year.

Reporting a New Silver Producer

When an Associate |BO attains 7,500 Award
Volume according to corporate records, the As-
sociate IBO will automatically be recognized as
anew Silver Producer. If the newly qualified
Associate IBO has purchased products from
their upline, and aPV/BV transfer isrequired,
then the Platinum or above must mail in or
phonein anew Silver Producer report. Check
Virtua Office each month for the telephone
number and the appropriate dates and times to
report anew Silver Producer.

PV/BV Transfer

In accordance with the Independent Business
Ownership Plan, all PV/BV, regardless of the
amount, must be transferred each month. If you
supply Silver Producers or above (or any IBOs
intheir personal group) with products from
your monthly purchases or inventory, the vol-
ume must be transferred. This allowsfor a
proper accounting of monthly volume for your
records, for the records of the business receiv-
ing the transfer and for corporate records—as
well as the proper payment and accounting of
all bonuses and awards.

Thistransfer must be made regardless of the
Performance Bonus level of the Silver Producer
or above. (Failure to do so will result inaviola
tion of Rule 5.3.4.1 of the Rules of Conduct,
which states that the full PV and BV must al-
ways be transferred.

Note: Silver Producers and above can make
and receive PV/BV transfers.

How to Transfer PV/BV

The Platinum or above, Silver Producer or
25% Sponsor fromwhom the PV and BV isto
be transferred must notify the Corporation.
PV/BV transfers can be processed using the
PV/BV transfer form on Virtual Office. Follow
the instructions on the Web site.



Ordering Information

Product Ordering

Detailed ordering information is available in
the Go Shopping and Virtual Office sectionson
the Quixtar Web site.

Volume Following the Order
Any IBO who places an order on behalf of

another IBO can reguest that the volume for the

order be credited to that IBO. Volume for orders
placed with the Corporation can only be desig-
nated to another IBO when the order is placed
on their behalf.

Payment of order — The IBO placing the order
isresponsible for payment regardless of their
receipt of payment from the IBO receiving the
volume. The IBO receiving the volume credit is
responsible for making the necessary payment to
the IBO placing the order.

Volume credit — The IBO placing the order
will need to indicate that the volume for the
order isto be designated to another IBO. The
IBO number of the IBO receiving the volume
credit must be provided before completing the
order.

Additional detailsto keep in mind:

* Volume credited to the recipient IBO will be
instantly reflected in the volume estimates for
that IBO.

* This option applies to both core line and
Store For More orders.

» There are times when the ordering IBO is
placing an order for their downline IBO and
the shipment is going to the downline's
Client or Member. The shipment may go to
someone other than the volume recipient’s
address.

Service Center Authorization

Service Center authorization is a serious step
because it assigns the Corporation the right to
charge the account of a Platinum or above for
any extra costsincurred by a Service Center-
authorized IBO, including those for bad checks
or bank drafts.

To minimize this possibility, the Platinum or
above may indicate on the Service Center

Authorization Form (SA-150) whether he
accepts responsibility for the authorized IBO's
personal checks or whether the authorized IBO
islimited to certified checks, money orders,
cash, credit card or debit card.

The Corporation must receive the original
SA-150. The form must include the name, IBO
number and signature of the Platinum or above,
as well as the name and number of the Service
Center-authorized IBO, and the approved
method of payment. (Only one box for method
of payment must be checked.) When the Service
Center authorization isin place, the IBO may
place an order to be shipped from any Service
Center in the continental U.S. or in Canada for
shipment within Canada.

Returned Merchandise Procedures

To help us provide you with the fastest, most
convenient service possible, please carefully
follow the returned merchandise procedures
outlined below. (See Customer Service on the
Quixtar Web site.)
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General Guidelines

The following information highlights some
basic bookkeeping matters that affect IBOs. As
with any business, keeping accurate recordsis
essential for your business. Accurate records
help you analyze your cash flow so you can
make adjustments in your businessto increase
your profit margin. Accurate records of income
and expenses also are essential for proper
reporting of your businessincome for federa
income tax purposes. Accordingly, for tax and
bookkeeping assistance and advice, your tax
advisor or certified public accountant should be
your final authority.

If you find it difficult to keep adequate
records, you may want to purchase the IBO
Smplified Bookkeeping System (SA-610). For
details see page E-8. For additional information
on federal income taxes, you may purchase the
booklet, Your Earnings and the U.S. Income
Tax (SA-1404), through your regular ordering
procedures.

Proper record keeping means more than just
maintaining an accurate accounting of income
and expenses. You aso must keep “original
source documents’ that substantiate your
income and expense reporting. You' Il need this
documentation if you're audited by the IRS.
Original source documents include:
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Bank statements

Retail salesdlips

IBO Order Forms (SA-1)

Service Center Product Order (SA-2)
Monthly BV and Performance Bonus Record
(SA-291)

Form 1099-MISC

Receipts for out-of-pocket cash expenses
Mileage logs

Appointment books, agendas and ticket stubs
Monthly invoices and statements

Canceled checks




Bookkeeping Basics

The following guidelines will help you pre-
pare and maintain your records. For tax and
bookkeeping advice, see aqualified tax advisor
or certified public accountant.
 Open a separate checking account for your

business. Keep al deposit slips and be sure to

record amounts that are personal deposits

(such as loan proceeds and savings transfers).

Keep all canceled checks.

* Prepare a yearly Earnings Satement that
shows actual receipts and expenses. Follow-
ing is a sample statement, plus details on
what some of the categories involve.

STATEMENT OF EARNINGS
For TheYear Ended
Gross Receipts Expenses
Sales (downlines, Advertising
retail, persondl) _ Automobile
Performance Bonuses Bank charges
received . Business travel
Gross receipts = _ Depreciation
Returnsand allowances - Entertainment
Net receipts = Insurance
Cost of Goods Sold Interest
Inventory, beginning Licenses, dues,
of year . subscriptions
Product purchases . Literature, salesaids
Personal use Office, stationery,
(not treated as printing
sdetobusiness) - Office rent
Business use items Performance Bonuses
(ie. promotion) - paid out
Less: Inventory Postage, shipping
end of year - Professional fees
Cost of goods sold =>>>— Repairs, maintenance
Servicing
Gross Profit =$ Telephone

(Go to top of next column)

Net Earnings (L 0ss)

For the Year

Tota Expenses=>>>—

+ + + + 4+ + + + +

+

+ 4+ + + + +

$
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1. Gross Receipts
Thefirst step in preparing your Earnings

Statement is to summarize your revenue. Rev-

enue includes all gross receipts from your busi-

ness, including wholesale and retail sales as
well as Performance Bonuses earned (and cata
log cash-back checks for gross profit).

a. Write down and keep all dips from salesyou
make, whether they are wholesale or retail.
Whenever you use any products personally,
prepare a bill to yourself at cost, plus sales tax
based on cost, and pay your business account
from your personal account. This method
requires no adjustment to cost of goods sold
because you are treating the persond use asa
“sale” to yourself. Thiswill also assist you in
filing periodic salestax adjustment forms
(discussed later).

b. Keep copies of al Performance Bonuses and
any other IBO bonuses received from the
Corporation, its foreign affiliates and your
sponsor. Note: Performance Bonuses paid to
your personally registered IBOs and the cost
of goods sold should not be subtracted from
gross receipts.

2, Cost of Goods Sold
The second step in preparing an Earnings

Statement is to determine the cost of goods sold

during the year. The cost, including shipping,

handling and sales tax, of merchandise pur-
chased for resale, can only be deducted “when
resold” — not when purchased.

a If thisisyour first year in the business, your
beginning inventory will be zero. Add to this
amount the cost of merchandise purchased. If,
during the year, you use some inventory items
for yourself or your family (which you do not
treat asa“sal€’ to yourself), or for demonstra-
tion or promotiona purposes (which you may
be able to deduct as an advertising and promo-
tional expense), deduct their cost from the
total cost of goods purchased during the year.

b. At the end of the year, make a physical count
of the number and type of itemsyou havein
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stock. Multiply the quantity of each inventory
item in stock by the price you paid (including
shipping, handling and sales tax). When you
have calculated the cost of each inventory
item, add up al your inventory product costs
to determine your ending inventory. This
ending inventory cost is important because it
represents your beginning inventory figure for
the next year.

¢. Add beginning inventory and purchases
(with adjustments) and then subtract ending
inventory to determine the cost of goods sold.

3. Gross Profit

After you have calculated your business's
gross receipts and cost of goods sold, you can
determine gross profit.

a. Calculate net receipts by subtracting any
returns and allowances from gross receipts.
(Returns and allowances include cash refunds
to Clientsand Members or persondly regis-
tered IBOs.)

b. Subtract the cost of goods sold to arrive at
your business's gross profit.

4. Expenses
The following information is provided strictly

to help you identify the types of expensesyou

should keep track of throughout the year. It is
information you'll find useful in preparing your
taxes. Because tax laws change frequently, we
recommend you seek the advice of a competent
tax advisor. Always keep actud receipts when
available.

a. Advertising and Promotions

» Paid advertisements, such aslistingsin the
white or yellow pages of the phone directory,
classified ads you place in the newspaper, etc.

* The cost of Amway products used in demon-
strations and sal es presentations.

» The cost of product samples given to Clients,
Members and prospects to interest themin
purchasing products.
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b. Auto expenses

* When you operate your automobile in connec-
tion with your business, you should properly
document those expenses.

* Keep alog book in your car to maintain a
record of the milesyou drive on business.
Record the mileage on your car's odometer at
the beginning and end of the year. During the
year, write down the miles you drive on busi-
ness, the dates and the purpose of each trip.

* You should a so use your log book to keep track
of actual out-of-pocket expenses, which include
gasoline, oil and other auto expenses. Your tax
advisor will recommend that either the standard
mileage rate or actual out-of-pocket expenses
be used in calculating your taxes.

* Parking fees and tolls incurred in connection
with your business travels should also be
recorded. When possible, dways have actual
receipts available.

c. Bank charges and interest

* Costs of writing checks, annual fees, interest
on business loans, etc. should all be docu-
mented and available for your tax advisor.

d. Businesstravel

* Each separate amount spent for travel away
from home must be proved.

» Document the dates you left and returned for
each trip and the number of days spent on
business away from home. Document the
travel destination (name of city or other ap-
propriate description). Document the reason
for your travel or the business benefit gained
or expected from the travel.

* Your tax advisor should review al your ex-
pense documentation to help you decide what
expenses may be deducted.

e. Depreciation

* Capital expenseitemstypically purchased by
the Corporation’s IBOs include automobiles
and office equipment (calculators, desks, com-
puters, etc.).

* Capital expense items must have a useful life

that extends over one year, and you must claim
your deductible expense over the life of the
item.

f. Entertainment

» For each entertainment expense you deduct,
you must be able to prove the amount and the
date the entertainment took place; the name,
address or location; the type of entertainment
(if not apparent); the reason for the entertain-
ment or the business benefit; and the business
relationship of the person(s) entertained.

g. Insurance

* Under certain conditions, a self-employed
individual can deduct a percentage of health
insurance. See your tax advisor to find out if
this deduction is available to you.

h. Licenses, dues and subscriptions

i. Literature and salesaids

j. Office supplies, stationery and printing

k. Office rent

[. Performance Bonuses paid out

m. Postage and shipping

n. Professional fees

0. Repairs and maintenance

p. Servicing

g. Telephone

5. Net Earnings (Loss) for the Year

After you have identified and calculated your
expenses for the year, you can determine your
net earnings (or loss) for the year. Simply cal-
culate your total expenses, then subtract your
total expenses from your gross profit.

IBO Bookkeeping System

The IBO Smplified Bookkeeping System
(SA-610) isasimple, easy-to-use bookkeeping
record, devel oped specificaly for your businesses.

It tellsyou when and what IRS formsto file,
establishes a numbered account system to help
track expenses and deductions, and contains
monthly summary sheets you can total at the
end of the year to prepare your tax return.
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A specia section helps you track bonuses
paid and earned. Another helps you prepare an
IBO list to use when issuing Forms 1099-M1SC.

These records are inval uable when income
tax time comes. The information will be very
helpful to you and your accountant in preparing
your income tax returns. Remember, the Inter-
nal Revenue Service will not accept even area-
sonable and necessary business deduction
unlessit is documented with canceled checks,
receipts, etc.

When your business grows to the point where
the bookkeeping does call for training and
experience—upon your becoming a Platinum,
for example—the Corporation strongly recom-
mends that you turn your books over to a
professional, then devote your full attention to
the fine points of your own business, such as
merchandising and registering.
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Tax Tips

The following information highlights some
of the general tax mattersthat affect IBOs.
Only federal income taxes are discussed here
because each state hasits own distinct laws.
Subsequent changesin the federal tax law, such
as congressiona amendments or IRS interpreta-
tions, may change some of the material covered
here. Accordingly, your own personal tax advi-
sor should be your final authority on these mat-
ters. This section represents the state of the law
as of September 1998.

Thefollowing tax tips are for informational
and educational purposes only. Do not consider
them as a substitute for the personalized counsel
of your own tax advisor. Each IBO should retain
competent tax counsel, preferably a certified
public accountant or attorney who specializesin
tax matters, to give you specific advice and
guidance in properly accounting for theincome
and business expenses of your business.

Every December, we update and make avail-
able comprehensive information to assist you in
preparing your federal income tax return. To
obtain thisinformation, you may purchase the
booklet Your Earnings and the U.S. Income Tax
(SA-1404), through your regular ordering pro-
cedures. Also, afull-length review of federal in-
cometax asit affects abusiness may be ordered
on audiocassette: Taxes: Getting It Sraight
(VA-3574).

Note that self-styled tax experts occasionally
say, asan IBO, you can convert certain personal
expenditures into properly deductible business
expenses. It isthis concept of converting “per-
sonal expenses’ into “ business expenses’ that
has been referred to asa “tax shelter.” Asan
IBO, you are entitled to deduct permissible
business expenses. However, promoting the busi-
nessasa“tax shelter” isadistortion of the IBO
Plan and cannot be tolerated. Your businessisa
business-building, profit-generating enterprise
and isto be promoted only in that way.

Sole Proprietorships

If you conduct your business as a sole propri-

etorship (one owner), report itsincome and ex-

penses on Form 1040, Schedule C. Eveniif you
operate your business as a husband-and-wife
partnership, you may still use Schedule C of
Form 1040 to report business income and
deductions. The IRS has said that it will not pe-
nalize partnerships with 10 or fewer partners
who do not file Form 1065 (U.S. Partnership Re-
turn) if al individua partnersfully report their
share of the income, deductions and credits on
their own timely filed individual tax returns.
Rev. Proc. 84-35.

Form 1099-MISC Filed by the
Corporation

Form 1099-MISC is an annual information
return which must be filed with the IRS, and a
copy must be sent to each IBO who receives
$600 or more in bonuses or other payments
during the calendar year. In addition, the form
identifies those IBOs to whom “direct sales’ of
$5,000 or more of consumer products for resale
have been made during the calendar year.

The Corporation files Form 1099-MISC with
the IRS for each IBO, as required by federa
income tax law. The form shows the total of all
payments made by the Corporation to an IBO,
and the IBO will receive a copy of the Form
1099-MISC that the Corporation filesfor him
or her.

IBOs Must File Form
1099-MISC for Certain IBOs

Every IBO isrequired by the IRStofilea
Form 1099-MISC to report bonuses and other
payments totaling $600 or more paid to or cred-
ited to the account of 1BOs during the calendar
year. Downline IBOs who pay service fees or
other payments totaling $600 or more during
the calendar year to their upline IBOs should
aso file aForm 1099-MISC to report these
payments. The calculated amount should be
inserted in the box on Form 1099 marked
“Nonemployee compensation.”

The deadline for providing copies to other
IBOsis January 31 of the following year; the
deadline for providing copies and the summary
Form 1096 to the IRS is February 28 of the
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following year. You should consult with your
personal tax advisor about information return
filing requirementsin your state.

Note: IBOswho are being paid by the
Corporation will receive a 1099-MISC if the
Corporation paid them $600 or more in gross
bonuses or if they purchased $5,000 or morein
merchandise. If a portion of the calendar year
bonuses was paid from the upline and another
portion was paid from the Corporation, an IBO
may or may not receive a Form 1099-M1SC
from the Corporation or the upline (or both)
depending upon whether the IBO is paid $600
or more, or purchases of $5,000 or more were
made. Reminder: 1BOs are independent busi-
nesspersons, and therefore are responsible for
keeping all records of payments and purchases.

Reporting Remuneration for Services
and Direct Sales

You must also use Form 1099-MISC to report
the name, address and Taxpayer Identification
Number of any IBO who purchased $5,000 or
more of goods directly from you during the cal-
endar year. In determining the $5,000, you
should use the actual prices a which you sold
the products to the IBO. You need not include
non-resale items, such as samples or catalogs.
The same Form 1099-M1SC may be used for
reporting bonuses and other payments. You must
provide copiesto IBOs and the IRS by the same
deadlines mentioned previoudly.

Note: The amount of the “direct sdles’ does not
have to be indicated on the Form 1099-MISC.

Backup Withholding

IBOswho do not furnish their Taxpayer
| dentification Number to their upline (or to the
Corporation, if they are paid directly by the
Corporation) will find their bonus and other

payments subject to withholding at a 31% rateif:

* the aggregate amount of such payments and
all of your previous payments for the calendar
year equals or exceeds $600; or

* your payer was required to file aForm
1099-MISC for the preceding calendar year
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because you received payments of $600 or

more; or

* your payer was required to withhold on any
of the preceding calendar year's payments.
The penalty for failure to withhold tax is
equal to the amount of tax not withheld.

Estimated Tax Payments

As asdf-employed person, you must arrange
for the timely payment of your tax obligations.
Usually thisis done through estimated tax
payments. You can pay your estimated tax in
four installments. See Form 1040-ES and IRS
Publication 505 for specific information.

Self-Employment Tax

You may also need to pay a self-employment
tax on the net income of your business. Thisisa
social security and Medicare tax imposed on
people who work for themselves. See IRS Publi-
cation 533 for more specific information.

Tax Advisor

Tax laws are complicated and there are many
pitfalls. Independent businesspeople, such as
IBOs, may be somewhat more likely than others
to be audited by the IRS. Thisisdue, inlarge
part, to the degree of freedom that independent
businesspeople have over the conduct of their
business. So if your return is audited, you'll
want the help and representation of an expert
who isfamiliar with your situation.

For these and other reasons, the Corporation
recommends that you have a competent per-
sonal tax advisor. How can you tell who is
qualified to advise you?Your tax advisor:

» Should be an attorney or CPA who specializes
in personal and corporate income tax matters.

» Should maintain alocal office. It should be
within reasonable driving distance to help
assure closer communication during the year
and your advisor's presence and representation
at any IRS examinations.

* Should show awillingnessto take thetime
needed to understand the IBO Plan and how
direct selling differs from other more corven-
tional independent businesses.




Tax Tips

» Should demonstrate a commitment to provide
you with acomplete, professional tax service.
Thisincludes preparing your tax return, tax
planning and representation at meetings with
the IRS.

» Should fully explain, and you should clearly
understand, fees and costs before you agree to
use the services. For example, you should
know in advance what the basic feeisto pre-
pare your tax return and whether that charge
includes representation if you are audited by
the IRS. If fees are based on an hourly rate,
you should know what therateis.
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Basic Guidelines
The Corporation has agreements with all

states (except Alaska) and various counties and

cities that impose a sales tax to collect these
taxes on behalf of its IBOs. Under the terms of
these agreements, we collect the applicable

salestax based on (1) the suggested retail price
of the taxable products and (2) the salestax rate

for the ZIP code of the first ship-to address.

It isnot necessary to obtain a salestax license

for your business. All IBOs are operating their

business under the sales tax license that the Cor-

poration has obtained, per our agreement with
the states, counties and cities. If at any time you
need verification of that license number, please
e-mail usat salestax@quixtar.com.

Exceptions:

1. Client or Member Credit Card Orders
When an order is charged to a Client’s or

Member’s credit card, salestax will be charged
on the actual selling price. The IBO must state

when placing the order that the saleisto a
Client or Member and the order is being
charged to that person’s credit card and what
the selling priceis.

2. Export
When an order isfor shipment outside the
United States, no sales tax will be charged
if the IBO states that the order is for export,
the ship-to address is a licensed freight for-
warder, and the IBO requests that no tax be
charged. If the order ismailed in, write on it

that the ship-to addressis afreight forwarder

and that it is exempt from tax.

3. Government or Its Agencies
Thisincludes federd, state, county and
city government agencies, such as public

Sales Taxes

and South Carolina. Only the federal govern-
ment and its agencies are exempt from sales
tax in those states. IBOs must indicate that
the order is exempt when it is placed. A copy
of the Client’s exemption certificate must be
mailed or faxed to the Corporate Tax Depart-
ment. Please note on the certificate your
name and IBO number. (See address on

page E-12.)

. Churches

When an order isfor a church and the prod-
ucts are shipped directly to the church, no
sdlestax will be charged. Churches are not
exempt in the states of Alabama, Arizona,
Arkansas, Cadlifornia, Georgia, 1daho, lowa,
Kansas, Louisiana, Mississippi, North Caro-
lina, South Carolina, South Dakota, Utah and
Washington. IBOs must indicate that the order
isexempt when it is placed. A copy of the
Client’s exemption certificate must be mailed
or faxed to the Corporate Tax Department.
Please note on the certificate your name and
IBO number. (See address on page E-12.)

5. Public Schools

When an order isfor a public school (ele-
mentary, junior high, high school, college or
university) and the order is charged directly
to the school’s credit card or the ship-to
addressisthat of the school, no sales tax will
be charged. Public schools are not exempt in
the states of Arizona, Arkansas, California,
North Carolina and South Carolina. IBOs
must indicate that the order is exempt when it
is placed. A copy of the Client’s exemption
certificate must also be mailed or faxed to the
Corporate Tax Department. Please note on
the certificate your name and IBO number.
(See address on page E-12.)

libraries, fire departments, etc. If the order is
charged directly to the government’s credit
card or the ship-to addressis that of agovern-

6. Private Schools
When an order isfor aprivate school (ele-

mental agency, no salestax will be charged.
State, county and city government agencies
are not exempt from sales tax in Arkansas,
Arizona, California, Hawaii, North Carolina
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directly to the school’s credit card or the
ship-to addressisthat of the school, no sales
tax will be charged. Private schools are not
exempt in the states of Arizona, Arkansas,
Cdlifornia, Louisiana, North Carolina, South
Carolina, Utah and Washington. IBOs must
indicate that the order is exempt wheniitis
placed. A copy of the Client’'s exemption
certificate must be mailed or faxed to the
Corporate Tax Department. Please note on the
certificate your name and IBO number. (See
address below.)

Mail or fax the Client’s exemption certifi-
cate, which must include your name and IBO
number, to:

Quixtar, Inc.

Sales Tax Department FB-1H
PO. Box 430

Grand Rapids, M1 49501-0430
Fax: 616-787-7249

As an IBO, you agree to be bound by these
agreements and all related rules and proce-
dures established, fromtime to time, by the
Corporation.

AnIBO, you are responsible for the proper
application of salestax on al your sales. If
you follow the procedures set forth below, the
proper salestax will be paid. If you do not
collect the identical salestax (samejurisdiction
and amount) aswas originally paid with your
order, you are to submit the Sales Tax Adjust-
ment Form (0-2042) to the Corporate Sales
Tax Department.

Basic Rule for Retail Sales
The basic rule to follow in determining the
correct salestax to be charged on retail salesis:
Collect the salestax based on your selling price
of taxable products, using the applicable sales
tax rate for the taxing jurisdiction in which the
Client or Member takes possession of the
products.
Basic Rule for Sales to Another IBO
The basic rule to follow in determining the
correct sales tax to be charged on salesto
another IBO is: Collect the sales tax on the

suggested retail price of taxable products, using
the applicable salestax rate for the taxing juris-
diction in which the IBO takes possession of
the products.

Special Circumstances

There are six circumstances under which you
will not collect theidentical salestax you paid
and, therefore, must submit an Adjustment
Form (0-2042).
1. Sales Made into Another State

When shipping or delivering products to an-
other state, you must collect the applicable
saestax for the state of destination. Because
tax rates and taxability of products vary by
state, the Corporate Sales Tax Department will
supply you (upon request) with alisting of tax
rates and exempt products for al states.

The total amount of salestax collected
should be sent in the form of a check made
payable to the Corporation along with an
Adjustment Form (complete section 1), re-
questing arefund of the tax you originally
paid. Please indicate on the check the
amounts and state(s) for which the tax was
collected. Your check will not be deposited
until fourteen days after your refund is mailed.
This procedure assures that each state receives
its proper amount of sales tax without putting
you in acash flow bind.

If you are making sales to a Client, Member
or IBO who resides in another state but is
picking up the products at your location, you
must collect the salestax that applies at your
location.

Note: Always remember that the tax
charged by the Corporation will reflect the tax
that applies to the ZIP code of thefirst ship-to
address. If you request the Corporation to
“drop-ship” an order to an address other than
your own, you must include the applicable
sdestax for the drop-ship address.

2. Sales in the Same State, but at a
Different Rate of Sales Tax

Many states have local taxesin addition to
the state's sales tax. When shipping or deliver-
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ing products within your own state, you must

collect the sales tax that applies where the

purchaser receives the products. If you ship or
deliver productsin ataxing jurisdiction other
than the one in which you purchased, you
must notify the Sales Tax Department asto the
locality (city and county) in which you sold
the products and the local rate of tax collected.

Use section 2 of the Adjustment Formto make

this required notification.

* If the sales tax collected is at the same rate:
You must report the local tax adjustment to
the Sales Tax Department. The Corporation
will then make the necessary adjustmentsto
ensure that each local jurisdiction receives
the proper tax.

* If you sold at a higher or lower rate:

Send only the difference of the tax collected
for the higher rate in the form of acheck
payable to the Corporation along with an
Adjustment Form. Please indicate on the form
the amount(s) and locd jurisdiction(s) for
which the tax was collected. If you collect a
lower rate, the Corporation will refund the
difference of the sales tax.

Note: Local tax rate isthe total rate minus
State rate.

. Sales to Tax-Exempt Customers

You must always include the applicable
sales tax based on the suggested retail price
(your selling price on credit card orders) of
taxable products with your orders. If you sell
to atax-exempt customer, follow the guide-
lines below to obtain arefund.

When making atax-exempt sale, you must
obtain aproperly completed exemption certifi-
cate from your Client. If your Client does not
have a certificate available, blanket exemption
certificates are available from the Sales Tax
Department upon request. This certificate must
be submitted with your Adjustment Form
(complete section 3). On repeated sdesto the
same Client, please indicate on the Adjustment
Formthe name of the Client and check the box
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indicating that the exemption certificateis on
file at the Corporation.

Caution: Thefact that a person or business
has a sales tax license does not allow them to
purchase products exempt from sales tax un-
less the products are intended for resale. In
order to document the intent to resell, you
must obtain a blanket exemption certificate
which has been signed by the Client and in-
cludes histax license number.

. Retail Sales Not at Suggested

Retail Price

When making sales at a price different
from suggested retail, you can charge only
the sales tax applicable to your selling price
of the taxable products.

* On salesmade at a price lower than sug-
gested retail: Obtain arefund of the excess
sdles taxes paid by submitting the Adjustment
Formwith section 4 completed. The refund
is the difference between the sales tax which
was paid on the suggested retail price and the
sdestax on the IBO's selling price.

» On sales made at a price higher than the
suggested retail price: Enclose a check
payable to the Corporation for the addi-
tional salestax due. The additional salestax
due is the difference between the sales tax
on your selling price and the sales tax paid
on the suggested retail price.

. Products for Personal Use or

Demonstration

When you purchase products, you will pay
sdes tax based on the suggested retail price
(with the exception of catalog credit card or-
ders). If you use the products personally or
for demongtrations, the basis for computing
salestax becomes“IBO cost.” You may obtain
arefund of the difference between the sales
tax paid on the suggested retail price and the
sdlestax on the IBO cost by filing the Adjust-
ment Formwith section 4 completed.
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6. Change in Sales Tax Rates

You pay saestax based on the suggested
retail price of taxable products and the sales
tax rate in effect at the time of billing. How-
ever, when you make asaleto aClient, Mem-
ber or IBO, you must charge the rate of sales
tax in effect at the time of the sale.

If the rate of salestax is different from that
which you were charged, you must submit an
Adjustment Form with section 2 completed.

* |f the rate is higher: Send a check payable
to the Corporation for the additional sales
tax collected along with the Adjustment
Form.

* If the rate islower: File the Adjustment
Formwith section 2 completed, requesting
arefund of the difference between the sales
tax paid and the amount collected.
When requesting an adjustment of tax on
your entire inventory, please include an item-
ized list of theinventory at the time of the
rate change including quantities, product
numbers, descriptions and suggested retail
price.
Summary

Every Sales Tax Adjustment Form must con-
tain sufficient information to clearly identify
the reason for the refund request. The form
must also be signed by the IBO claiming the
refund and include your telephone number and
area code and the period covered by the claim.

IBOs may file Adjustment Forms monthly,

quarterly or annually. The Corporation suggests
that you determine how often you file by the
amount of salestax due or refundable. However,
you must file at least annually.

Please use actua numbers. Do not round off

or estimate your amounts.

Please direct any questions or requests for

salestax literature and Adjustment Forms to:
sal estax@quixtar.com.

Other State Taxes
For your information, the following states
have specific taxes.

Hawaii

* General Excise Tax on bonuses, collected
by the Corporation.

Virginia

» Annual Litter Tax (IBO must register

with the state and pay the state).

Washington

» City Business & Occupation Tax, not collected
by the Corporation (IBO must register with the
city and pay the city).

» State Retail Business & Occupation Tax,
collected by the Corporation.

» State Wholesale Business & Occupation Tax,
collected by the Corporation.

» State Business and Occupation Tax on bonuses,
collected by the Corporation.

Additional Taxes

Additiond taxesin some statesinclude: Soft
Drink Tax, Litter Tax, Tire Tax, Oil Tax and Hard
to Dispose Materia Wholesale Tax. Some of
these taxes are collected by the Corporation at the
time of the sale of the productsto the IBO and
remitted to the applicable states. Contact the
Sales Tax Department for additional information.

Municipal Business Licenses

Many local governments require persons to
register and sometimes pay an annual fee for
the privilege of doing business in the munici-
pality. If you are contacted by a government
official about a business license, ask for a copy
of the ordinance. If it isnot clear, send it to the
corporate Legal Division, which will help you
determine whether the law applies to you.

If you follow the IBO Plan in developing your
business, many ordinances will not apply. In
some municipalities, however, IBOs are required
to obtain licenses and pay anomind fee. In these
instances, of course, the Corporation recom-
mends compliance with the law.
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Various personal insurance policies are avail-
able exclusively to IBOs, offered by Universal
Insurance Services, Inc. and endorsed by the
Independent Business Owner sAssociation
International Board.

For your business, the Independent Business
Owners Benefits Association (IBOBA) hasa
commercial general liability and property insur-
ance program. This program is administered by
Marsh, Inc.

Hereisan overview of all the plans.

For You and Your Family

Universal Benefits

The following eight plans are offered and
administered by Universal Insurance Services,
Inc., aGrand Rapids, Mich.-based full-service
agency. This set of plansis endorsed by the IBO
Association International Board and available to
al pin levels. For information and free brochures
about thefirst six plans, call 1-800-254-2327,
use the Faxline at 1-800-691-7171, or write:

Universal Insurance Services
PO. Box 338
Grand Rapids, M| 49501-0338

You can aso visit their Web site at:

www.udb.com.

For complete details, please request a
brochure outlining coverages, limitations
and/or exclusions.

Group Term Life'

Underwritten by Anthem Health & Life
Insurance Co. (AH&L).

* Up to $1 million coverage for IBO or spouse.

« $5,000 or $10,000 children’s rider available.

* Living benefit option, in which benefits are
paid prior to death in confirmed terminal-
illness cases.

* Lower rates available for non-users of tobacco.

» Coverage available upon proof of insurability.

Comprehensive Major Medical®

Underwritten by AH&L.

* $2 million lifetime maximum benefit per cause.

'Group Term Life is not available in South Dakota and Vermont.
2(Certain benefits and limitations may vary due to state law.
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» Choose your own doctor.

» L ow-deductible prescription-drug mail
service.

* Hospital room and board allowance (highest
semiprivate room rate).

* Intensive care (reasonable and customary
charges).

* Five deductible and co-insurance plans.

* Optional maternity benefit (paid as any other
illness).

* Optiona drug card.

* Lower rates available for non-users of tobacco.

Travel Accident

Underwritten by AH&L.

* $25 annual premium.

* $100,000 death benefit for IBO or a $50,000
benefit for IBO and spouse.

* 24-hour protection against accidents occur-
ring while driving or riding as a passenger in
aprivate automobile or whileriding asa
passenger on any type of public conveyance.

* $100-a-day benefit for in-hospital confine-
ment as the result of a covered accident.

*No medical underwriting required.

Accidental Death & Dismemberment

Underwritten by AH&L.

* Up to $300,000 of coverage for you and your
family.

* Includes loss of speech and hearing.

» 24-hour coverage—on the job, on business, on
vacation or at home.

» No medical underwriting required.
Disability Income Protection
Underwritten by AH& L.

 Up to $2,000 a month tax free while you are
disabled.

» Apply for 60% of monthly earnings from all
sources of income.

» Lower rates available for non-users of tobacco.
¢ Available to IBO and spouse.

* 2-year benefit period.

» Coverage available upon proof of insurability.




Insurance

Dental
Underwritten by AH&L.

* Preventive care (oral examinations, x-rays and
cleanings) once every six months.

» Includes coverage for basic and major services.

¢ $50 annual deductible with a maximum of
three deductibles per family per year.

» Coverage for IBO, spouse and children.

* Choose any dentist.

Auto and Homeowners

Underwritten by Foremost' Insurance Group
of companies. For information and free
brochures about these two programs, call Fore-
most at 1-800-339-3114, ext. 3107.

Auto

» Special discount for active IBOs (most states).

* Other discounts for safe drivers, multi-vehicle
policies, multiple policies with Foremost
Companies and more.

* Quality protection for cars, minivans, vans
and trucks.

* Optional Business Property Coverage (most
states) to cover “business inventory” if stolen
or damaged.

Homeowners

» Special discount for active IBOs (most states).

« Other discounts for newer homes, smoke
detectors, fire extinguishers, dead bolt locks
and more.

* Quality protection for your regular or vacation
home, condominium and rental (tenant) insur-
ance needs.

The auto and homeowners insurance programs
are availablein many states. Call for availability
in your state. Coverages and discounts may vary
by state.

These programs feature 24-hour claim report-
ing service, toll-free customer service and the
financial stability of companiesrated A+
(Superior) by A.M. Best, aleading independent
rater of insurance companies.

" Trademark: Foremost (Foremost Corporation of America, Grand Rapids, Mich.).

Foremost Insurance Group of companies
consists of Foremost Insurance Company,
Foremost Signature Insurance Company, Fore-
most Property & Casualty Insurance Company,
American Federation Insurance Company and
Foremost County Mutua Insurance Company,
which conducts business in Texas only under a
management agreement.

For Your Business

Commercial Insurance Program

The current climate to which any business
person is exposed is extremely complex. It may
even prove financidly fatal to those businesses
that operate without commercial insurance
coverage. The Independent Business Owners
Benefits Association may help reduce this prob-
lem for IBOs. An IB may elect the insurance of-
fered through the IBOBA by paying aminimal
yearly fee.

Asan IBO, you should keep in mind that most
homeowners' policies specifically exclude claims
arising out of the operation or maintenance of
your business. Therefore, the IBOBA program
was designed to afford protection for claims
arising out of your 1B. Many 1BOs have found
valuein participating in this program. There are
severd key points that will benefit you:

» Toll-free number (1-800-548-9175) to call for
questions, certificaterequests and claims
reporting.

* Protects your inventory against risks of direct
physical loss or damage due to earthquake
(Note: earthquake coverage not availablein
Alaska, Californiaand Puerto Rico), flood, fire,
lightning, windstorm, hail, explosion, strike,
riot or civil commotion, aircraft, vehicles,
breakage of pipes or apparatus, sprinkler leak-
age, vandalism and malicious mischief, theft
and other perils not specifically excluded in the
policy.

* Insured items include business-rel ated real
property, business-related personal property
and property in due course of transit.
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* Contingent Business Interruption Coverage
reimburses for loss of profits from the inter-
ruption of your business as the result of acov-
ered, direct damage loss to corporate facilities.

Certificates of insurance are issued to bein
compliance with the requirements of facilities
that IBOs may |easefrent for use in the operation
of their IB.

All authorized IBOs are eligible for thisinsur-
ance, provided they are under the U.S. Indepen-
dent Business Ownership Plan. (At thistime,
group property insurance programs are prohib-
ited in Texas and, therefore, property coverage
does not apply in Texas.)

Commercial Liability Insurance

In most instances, the Commercia Liability
policy will protect you against claims because of
covered occurrences during the conduct of your
business as an authorized IBO. The coverage in-
cludes defense costs that result from the lawsuit,
even if the allegationsin the suit are “groundless,
fase, or fraudulent.” The claims must generally
allege that you caused “bodily injury” (injury to
SoMeone’s person) or “property damage” (dam-
ageto their property) for the policy to defend
you or pay theloss.

Additional coverages, such as Contractual Lia-
bility, Personal Injury and Advertising Liability
areincluded.

1. Filing an actual or suspected claim.

It is very important to notify the insurance com-
pany if “bodily injury” or “property damage’
which may result in aloss occurs. To do this,
you immediately should contact Marsh, Inc. by
phone or in writing.

Be prepared to give al the specifics (who,
what, when, where, why and how) when you
call. You also will be asked to furnish your IBO
number. A local adjuster in your areamay con-
tact you for additional details. Please cooperate
asfully as possible.

2. Certificates of Insurance. If you are required
to furnish evidence that this coverage exists or
to be named as an “Additional Insured” for a
particular event or meeting, Marsh, Inc. can fur-
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nish you with a Certificate of Insurance that
should satisfy such requests. (Note: The Certifi-
cate of Insurance applies to your independent
business only.)

Each of these certificates must be individually
prepared, so please alow appropriate time. You
may obtain a certificate by written request (via
mail or facsimile) or by phone:

Marsh, Inc.
171 Monroe NW, Suite 800
Grand Rapids, M| 49503-2683

Phone number: 616-233-4200
Toll-free phone; 1-800-548-9175
Fax number: 616-233-4399

Allow two weeks delivery time from the date
you make your request. If applicable, be certain
to specify who is to be named as an additional
insured (including the mailing address, ZIP
code and “Attention”), as well as the dates of
the event for which the certificate is needed.

3. Information and Literature Requests. If
you still need more help or have any questions
(not related to aloss) write or call Marsh, Inc.
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Built on atradition of integrity and ethical
business standards, the Corporation has always
recognized its responsibility to support IBOs.
All our time, energy and resources are devoted
to you. We are committed to your success.

The Corporation prescribes a Code of Ethics
and Rules of Conduct to guide every IBO. Asan
integral part of the Independent Business Own-
ership Plan, these Rules help ensure that every-
one has the same opportunity to build a successful
business through a balance of sponsoring and
merchandising. Pridein this system of Rules and
ethicsisamain reason some |BOs are so com-
mitted to their businesses.

This balance and your interests are protected
by various safeguards built into the IBO Plan.
For example, the “Retail SalesRul€e” requires
IBOs to make not less than one retail saleto 10
different Members or Clients each month or
have at least 50 PV of retail salesto any number
of Members or Clients that month in order to
earn abonus. The“70% Rule” requiresthat 70%
of the products an 1BO buys during the month
must be sold to other IBOs, Members or Clients.
Both of these rules ensure that products must
actually be sold before an IBO can earn Perfor-
mance Bonuses. These Rules reinforce the im-
portant concept that the merchandising of
productsis the foundation of the independent
business opportunity.

The“Buy-Back Rule” protects against possi-
ble inventory-loading. An IBO who wishes to
discontinue their business may return any
unused, currently marketable products and liter-
ature which the IBO may have purchased from
the person or entity they purchased them from.

These rules and the Satisfaction Guarantee
reflect our commitment to along-term, healthy
business opportunity.

We are dedicated to supporting your efforts
with abroad selection of expertly produced
promotional, educational and motivational
materias. Extensive training for IBOsis avail-
able through meetings, workshops, seminars and
conventions.
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We also conduct a hational image program on
behalf of IBOs. advertising and sponsorships
that reach millions every year, helping toin-
crease acceptance of our products and business
opportunity through emphasis on quality, conve-
nience and IBO service.

The Corporation has been asponsor of Nationd
Easter Seals since 1983 and, together with IBOs,
have raised millions of dollarsto support Easter
Sedls. Most recently, the Corporation has part-
nered with Junior Achievement and Newsweek to
salute tomorrow’s entrepreneurs.

When the Corporation was founded in 1959,
it marketed only one product, L.O.C.® Multi-
Purpose Cleaner. L.O.C. established the Corpo-
ration’s environmental commitment because
only biodegradable cleaning agents were used in
itsformula. Thisinitial commitment to the envi-
ronment has become a touchstone in corporate
philosophy.

Almost four decades later, this environmental
concern continues to be reflected in the Corpo-
ration’s products and operations. The United
Nations, in fact, recognized the Corporation in
1989 with its Environment Program Achievement
Award for promoting environmental education
and awareness and for encouraging youth to
make the environment a priority. Additionally,
the Corporation received the Michigan Recycling
Coalition 1992 Recycler of the Year award for
its on-site recycling center and for itsrecycling
practices in operations and package devel opment.

The Corporation is focused on the future. We
have developed and improved the IBO Plan
throughout the years to remain current and vital.
With continued expansion of facilities, im-
proved distribution, state-of-the-art technology,
increased productivity, and ongoing product in-
novation, we look forward to continued growth
in new markets around the world.
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Starting Your Business

You started the same way that every other
IBO has started: You were registered by another
IBO, and you obtained the Registration Pack.

The Pack is an essential part of beginning
your business. It contains a wide assortment of
business materials about products, customer ser-
vice, sponsoring and business management. It
aso contains the IBO Plan brochure which isre-
quired reading for al new IBOs.

The product portion of the Pack features a
selection of the products that have made the
Corporation aleader in theindustry. By using
the products, you'll see for yoursalf how effec-
tivethey are. You'll find it's much easier to mer-
chandise products when you can speak from
experience.

You are not required to purchase the product
portion of the Registration Pack. To become an
IBO, you are only required to obtain the litera-
ture portion. You are a so not required to:

* purchase or maintain product inventory

* purchase books, tapes, or other motivational
materials

* attend meetings, rallies, or other business-
building functions

However, you may wish to maintain aminimal
supply of products to service your Members,
Clients or sponsored IBOs more promptly.

You aso may find that reading motivational
or educational books, or listening to motiva
tional or informational tapes, or attending
motivational or training meetings will assist
you in building your business.

With the Corporation, you have the advan-
tages of no quotas, territories, or largeinitial
expenditures. You put as much time and energy
into your business as you want. Whether you
do it part time or full time, your independent
businessistruly yours.

When you read corporate literature or view
corporate videos, you'll learn of the success
that's possible with this business. There is money
to be made, but any endeavor —this one included
—requires desire, effort and commitment.

Your sponsor, those in your organization and

we at the Corporation are here to support you
and help you to succeed, yet the final responsi-
bility rests with you. You're the one who will
determine your future and success.

Satisfaction Guarantee for BSMs
and Events

Business Support Materials (“BSMs’ or
“Materials’) are registering, training and
merchandising aids such as audio and video
cassettes, literature and flip charts. BSMswhich
are produced by the Corporation (see Rules 7.6
and 7.8.2 for IBO-produced BSMs) may be
returned to the Corporation or to the IBO from
whom you purchased the materials for replace-
ment, credit or refund within 180 days of sale
and with proof of purchase of the materials.

If you purchased an event ticket for a seminar,
rally and/or meeting from the Corporation and
you were not satisfied with the event, please re-
turn the ticket or proof of purchase within 30
days after the event for arefund. The refund
does not apply to any other costs, such astravel,
meals or lodging.

General Business Regulations

Business Regulation 1:
Minimum Age Limits
The following minimum age limits have
been established for IBOs:
IBO: 16 yearsold.
Sponsor: 18 years old.
Platinum: The age of majority inthe state in
which he or she resides.

Business Regulation 2:
IBOs Are Not Employees

You should not, at any time, represent that
you are an employee of the Corporation.

IBOs arejust that —independent business own-
erswho purchase products from the Corporation
or from their sponsors. IBOsin turn resell these
products to their Membersand Clients. They are,
therefore, in business for themselves.

If you are called upon to complete forms to
secure loans or assistance from any govern-
ment agencies, you must not list the Corpora-
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tion as your employer. Likewise, the Corpora-
tion isin no position to provide these govern-
ment agencies with information about your
income or financial status.

Business Regulation 3:
Dun & Bradstreet Ratings and Reports

Dun & Bradstreet has given the Corporation
its highest rating, 5-A1. Thisrating isD&B'’s
opinion of the Corporation’s credit worthiness
and is based on the company’s history in pay-
ing its suppliers and creditors.

While the Corporation is proud of this, we do
not wish the rating to be misunderstood. This
rating pertains only to the company’s credit
worthiness and is not meant to be an investment
rating. Also, while the Corporation’s rating has
remained stable, D& B changesratings on a
daily basis. With these points understood, IBOs
may share the Corporation’s D& B rating with
others.

Dun & Bradstreet financia reports, however,
arenot to be used in the course of registering
new 1BOs. All Dun & Bradstreet financia
reports are confidential, reserved for the exclu-
sive use of subscribers. Using such reportsin
registering could result in Dun & Bradstreet
refusing to rate the Corporation in the future.

While using these reportsis prohibited, we
encourage you to stress the Corporation’s finan-
cial soundnessin your registration efforts.

Business Regulation 4:
Mention of Better Business Bureau
Membership

The Better Business Bureau does not permit
the use of its name in connection with advertis-
ing for products or services. The Better Business
Bureau name and symbol are federdly registered
service marks and, hence, using its name or
symbol without permission may violate federal
law.

Therefore, you should not use the name or
seal of the Better Business Bureau in any
printed materials that go to the genera public
or in advertisements, nor should you represent
or imply to the public, either orally or in writing,

Rev. January 2000

Business Issues

that the Corporation or its products or services
are endorsed by the Better Business Bureau.

Asking a prospective IBO, Member, or Client
to call the Better Business Bureau as arefer-
enceisan implied endorsement of the Corpora-
tion, and therefore, you should not ask them to
call the Better Business Bureau as a reference.
If prospects wish to call the Better Business
Bureau for facts on their own, they are, of
course, free to do so, but in no event should
they be asked to do so by an IBO.

IBOs who are members of alocal Better
Business Bureau may display membership
plaques, certificates or decalsin their offices
that are issued by the Better Business Bureau
for this purpose. They may also notify their
downline IBOs, through abulletin or letter that
goes only to IBOs, of the fact that they area
member of a Better Business Bureau.

The Council of Better Business Bureaus,
Inc., of which the Corporation is amember, has
provided afact sheet about the Corporation to
more than 150 local Better Business Bureaus.
Thus, local Better Business Bureaus that are
members of the Council of Better Business
Bureaus, Inc. are prepared to answer questions
from the membership or the general public
about the Corporation. Local Better Business
Bureaus that are not members of the Council of
Better Business Bureaus, Inc. can secure such
data from the West Michigan Better Business
Bureau, which maintains current information
on the Corporation.

Business Regulation 5:
How to Delete Names from
Corporate Official Listings

A request to delete an IBO name from the
Corporation’s official listing must be submitted
in writing to Document Processing. Deletion
from the official listing means the subject of the
request will no longer be a Quixtar-affiliated
IBO and relinquishes all IBO rights and respon-
sibilities, including the right to earn bonuses,
sponsor IBOs, or service Members and Clients.
Requests must include the following documents:
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« Wkitten consent from the person(s) being
removed. Assignment of Independent Business
Forms are available fromthe Legal Division.
This may take the form of a brief |etter or note
signed by the person(s) involved. The name of
aminor(s) may not be removed except by a
court order.

* In case of death, a certified copy of the death
certificate of the person whose nameisto
be removed.

* |n the event of divorce, a certified copy of a
divorce decree, attested as atrue copy by the
court clerk, together with details asto how the
independent business listing is to be revised,
isto be sent to:

Quixtar, Inc.

Business Conduct and Rules
PO. Box 430

Grand Rapids, M| 49501-0430

If the divorce decree fails to mention the
independent business, then both parties must
sign adocument indicating what disposition is
to be made of the business.

Because of the legal considerationsin relin-
quishing the rights and responsibilities of an
independent business ownership, no changes
can be made in independent business names
until the above documents have been received
and approved by the Corporation.

Business Regulation 6:

Partnerships Are Discouraged
We strongly discourage partnerships as a

way to conduct a Quixtar-affiliated indepen-

dent business. There are inherent shortcomings
in the partnership form as away of doing busi-
ness that often result in serious personal legal
consequences to the individual partners.

The following examples show some of the
disadvantages of partnership:

1. Each partner may be held personally liable
for the debts and obligations of the partner-
ship. Just because there are two partners
does not mean they are each liable for one-
half of the debts of the business. The credi-
tor hasthe right to ook to either or both
partners for payment.

2. One partner can bind both partners even
though the second partner had no knowledge
of the obligation at the time it was incurred
and later refused to consent to it. The inno-
cent partner cannot claim as a defense that he
did not know about the debt or consent to it.
In fact, he cannot even claim the obligation
was not a proper one. He can only pay the
debt and then look to the other partner for
proper adjustment.

3. A financial problem involving one partner,
even though it relates to an obligation owed
by him outside the business, can endanger
the partnership, as a creditor may attach the
interest of the defaulting partner in the part-
nership to satisfy the obligation of that part-
ner. The result of a creditor taking such
action could mean dissolution or bankruptcy
of the partnership. Hence, the partner who
keeps his own financial affairsin good order
can sustain considerable financial lossif his
partner does not.

4. Each partner has an equal voicein conducting
the business of the partnership regardless of
the percentage of ownership held by each.
Thus, a10% partner has as much to say about
partnership affairs as a90% partner.

5. A partner who desires to withdraw from the
partnership may encounter considerable dif-
ficulty in disposing of hisinterest. Unless his
partner iswilling and able to buy him out, he
must locate a new prospective partner who is
acceptable to the remaining partner. Thisis
usually difficult to do. Thus, the withdraw-
ing partner is often faced with the choice of
staying in business with his partner or sell-
ing out at a sacrificial low price.

6. If adisagreement devel ops between the part-
nersthat cannot be resolved amicably, either
partner has the right to demand the liquida-
tion and dissolution of the business, thus
leaving both partners without any business.

7. The death of one of the partners |eaves the
surviving partner with the problem of deal-
ing with the heirs of the deceased partner.
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Conversely, the heirs of the deceased partner
often have difficulty in attempting to secure
the deceased partner’s share of the business
from the surviving partner.

Unlessthere isacompelling reason that out-
weighs the disadvantages of doing businessasa
partnership, the Corporation recommends that
two | BOs operate separate businesses, with one
sponsoring the other.

TheIBOs, if they wish, may operate their
separate businesses as a single business so far as
they themselves are concerned, while maintain-
ing two separate businesses on the Corporation’s
books. They can, as between themselves, com-
bine and divide on any basis they desireall
bonuses received from their sponsor or the
Corporation.

If, in spite of what has been said above, two
(or more) 1BOs are determined to form a part-
nership, then it is essentia they confer with
their attorneys and reduce their partnership
agreement to written form so that later questions
can be properly resolved. The IBOs' legal
advisor, in addition, can advise the IBOs on
state requirements for registering partnerships.

Business Regulation 7:
Military Bases and IBOs

Quixtar-affiliated IBOs in the military must
comply with military regulations and should
consider the following in establishing and oper-
ating their businesses.

To avoid problems, we recommend that mili-
tary personnel request and obtain permission
from their base commander before starting an
independent business. IBOs may be required to
satisfy the base commander that (1) sales of
products won't compete with or materialy af-
fect sales by the Post Exchange and (2) regis-
tration activities won't violate the regulation
against engaging in commercial solicitation
with military personnel of junior rank.

If an IBO istransferred to amilitary baseina
foreign country, the same considerations apply
to the operation of an independent business
there, provided that business activities are con-
fined to the base itself.
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Business Regulation 8:
Municipal Business Licenses

Many local governments require personsto
register and sometimes pay an annual fee for the
privilege of doing business in the municipality.
If you are contacted by a governmental official
about a business license, ask for a copy of the
ordinance. If it isnot clear, send it to the Corpo-
ration’s Legal Division, which will help you de-
termine whether or not the law appliesto you. If
you follow the Independent Business Ownership
Plan in developing your business, many ordi-
nances will not apply. In some municipalities,
however, Quixtar-affiliated IBOs are required to
obtain licenses and pay anominal fee. In these
instances, of course, we recommend compliance
with the law.

Business Regulation 9:
Pyramid and Direct Selling Regulations

The IBO Plan isnot apyramid or chain dis-
tribution scheme. A pyramid isaschemein
which anindividual pays for theright to recruit
additional personsinto the scheme who, in
turn, receive the same right to receive profits
from recruiting others.

Three common elements of a pyramid scheme
have been identified as: (1) alarge, required
initial investment or purchase of inventory; (2)
direct payment for recruiting additiona persons
into the scheme; and (3) heavy emphasison
recruiting additional persons, with little or no
emphasis on sdlling products to consumers.

The Independent Business Ownership Plan
contains none of the above described elements.
Quixtar-affiliated IBOs earn money by selling
products to their Members and Clients directly
and through other IBOs in their sales organiza-
tion, not from the introduction of additional
persons into the business. IBOs who improperly
require large initial investmentsin business kits
or inventory and do not properly emphasize
retail sales of the Corporation’s products may
invite scrutiny under various state pyramid laws
and be subject to disciplinary action.




Business Issues

In summary, IBOs must present the IBO Plan
in accordance with corporate literature and sales
aids, properly emphasize retail sdlling, and only
require purchase of the literature portion of the
corporate Registration Pack to enter the business.
It isimportant to realize that smple and innocent
changes made by well-meaning IBOs could vio-
late these laws. We insist on compliance with the
IBO Plan, and Rules of Conduct for IBOs, and
all other requirements outlined in this manual.

Business Regulation 10:
Zoning Ordinances

In general, IBOs who conduct their businesses
out of their homes will not violate local zoning
ordinances. However, afew loca governments
prohibit all home occupations, but thisisthe
exception rather than therule. It is your respon-
shility to comply with all zoning and other
municipal ordinances.

Business Regulation 11:
Shipment of Hazardous Materials

Domestic and international shipment of haz-
ardous materia isaserious subject and it isthe
responsibility of the person tendering the ship-
ment to acarrier to certify that all of the regula-
tory requirements have been met. Substantial
monetary fines can be levied against an individ-
ual or corporation for failing to comply.

Products such as aerosols, perfumes,
colognes, nail colors and some cleaning prod-
ucts are considered hazardous when being
transported. If you are reshipping products, you
must check with the carrier you are using, such
as United Parcel Service or Federal Express,
and supply them with a description of the prod-
uct(s) you are shipping. They should be able to
assist you with determining correct quantities,
packaging, handling labels and markings, and
shipping descriptions. They will also assist you
in completing the proper paperwork for the
shipment. The Corporation can provide you
with Material Safety Data Sheets (MSDS) on
any product that requires one. You can obtain
these by calling 1-800-992-6929 and asking for

extension #32. Please have the product stock
number ready before making your call.

Remember! It isyour responsibility to insure
that all shipments are correctly prepared for
shipment.

This Business Is Not a Tax Shelter

The Independent Business Ownership Planis
not atax shelter and may not be presented as
one. A Quixtar-affiliated independent businessis
aprofit-making venture. Like the profits from
any business enterprise, the profits of a Quixtar
business will be taxed. However, as with other
businesses, |egitimate business expenses may be
deducted.

Following are examples of inaccurate tax
advantage claims which are not allowed:

Claim: “ Virtually write off a large percent-
age of your personal expenses!”

Fact: Neither a Quixtar-affiliated IBO nor
anyone else can write off personal expenses.
Only legitimate business expenses may be
deducted.

Claim: “ Add $10,000 to your income this
year and not pay any taxes on it

Fact: Atitsmost basic level, taxable income
equals gross income minus deductible business
expenses. You are required to pay income taxes
on this amount. It would be unusual for an IBO
with $10,000 in gross income to have $10,000
in legitimate business deductions.

Claim: “ All products used in your home the
first year are deductible”

Fact: The cost of products used in demonstra-
tionsis deductible. The cost of products given
away as samplesto bona fide Members or
Clients or bona fide prospective Members or
Clientsis deductible. The cost of products used
persondly is not deductible.

Claim: “ Write off entertainment and travel,
including vacation trips abroad.

Fact: Travel expenses are deductible only if
the primary purpose of thetrip is business and
other significant substantiation requirements
and limitations are fulfilled.
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The Corporation Does Not Discriminate
on the Basis of Race, Religion, Gender
or Creed

Respect for the individual is critical to a
successful independent business. From the
beginning, the Corporation has prided itself on
being an equal opportunity business. It's an op-
portunity open to people from al walks of
life— people with varying religious convictions,
political affiliations, nationalities, ethnic back-
grounds and racia origins. Quixtar-affiliated
IBOs come together as business associates,
agreeing on the principles of free enterprise.
They work together to achieve financial inde-
pendence by following the IBO Plan and abid-
ing by the Rules of Conduct. On all other issues
not specifically affecting the operation of their
businesses, IBOs have the right to hold differ-
ing viewpoints, without their differences
jeopardizing their status as Quixtar-affiliated
IBOs or their business relationships.

Retirement and the IBO Plan

The Corporation offers an excellent opportu-
nity to build a career for yourself, to gain inde-
pendence and security, and to earn the richest
rewardsin life for you and your family. But it
certainly does not offer guaranteed retirement in
the sense of an annuity or an endowment pro-
gram. Many IBOs use testimonials about other
successful IBOswho have supposedly “retired,”
when in truth these IBOs have merely left their
traditional employment situation to spend dll
their time on their independent businesses. When
an IBO'sregigtration presentation is devoted to
the availability of retirement income with little
or no discussion of the other aspects of the IBO
Plan, he or sheis seriously misrepresenting the
IBO Plan.

The IBO Plan should not be used to imply that
it iseasy to build an organization and then retire.
True, independent business ownership provides
you the opportunity to prepare for retirement,
but there are no guarantees. Additional income at
retirement can be earned through the Leadership
Bonus, but this bonus depends on other IBOsto
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generate personal BV before their sponsor real-
izes any income.

Remember, too, that all corporate bonuses are
paid only to IBOs. If you contemplate retire-
ment, you must maintain Platinum qudification
to receive the Leadership Bonus on your spon-
sored Platinum IBOs and above.

So when you present the IBO Plan, be sure to
emphasize all its aspects, including the need for
hard work and dedication to achieve success.

Aswith any business, strong leadership is
needed to maintain momentum and direction.
IBOs tend to emulate their sponsors. That's how
they become Platinum IBOs and above. But the
pendulum can swing both ways. When the spon-
sor serioudly considers retirement and beginsto
take aless active part in his business, his down-
line IBOs may follow suit. They, too, may take a
less active part in their businesses. The result?
The sponsored IBOs generate | ess personal
group BV, and, therefore, the L eadership Bonus
could be substantially reduced.

There are times when retirement becomes
mandatory. Health can force the issue. Or, once
you've built a strong business, you may wish to
ease off and not work as hard as you once did.
Understandably, you may wish to relax abit,
travel and enjoy the rewards of success. Itis
certainly possible to do so, aslong as your
group is strong and you make proper advance
preparations.

You may want to lessen your activity gradu-
ally by turning over the day-to-day details of
the business to someone in your own family or
group. Be sure to work out some sort of equi-
table arrangement regarding compensation. Be
sure to maintain your Platinum qualification
and don't hesitate to step in when necessary to
provide the motivation to keep your business
thriving. Actually, you'll find it hard to turn
your back on the independent business activi-
ties you found so challenging, so rewarding, so
stimulating when you first began to build your
business. Continue your role as leader, but at a
more relaxed pace. IBO “retirement” is what
you make it!
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Price-Comparison Literature

IBOs occasionally produce their own price-
comparison literature for use with customers.

Rules 7.2.2 and 9.8 requires that all adver-
tising be submitted to the Corporation for
approva prior to distribution.

When properly done, price-comparison
advertising can help consumers make more
informed choices as they weigh the merits of
competing products and services. However,
such comparisons are valid only when they are
truthful, accurate and fair. The following
guidelines will help you avoid misrepresenta-
tionsthat could lead to a variety of state and
federal legal challenges.

If you decide to use price comparisonsas a
part of your sales presentations, be surethein-
formation you provide meets the following tests
for accuracy, truthfulness and fairness:

1. Be Completely Honest and Truthful

You are responsible for the accuracy of any
price-comparison information you prepare and
circulate. Be sure of your facts before you make
aclaim, asyou may be required to show that
you had substantiation for that claim at the time
it was made.

2. Inform, Do Not Attack

Do not disparage or try to discredit competi-
tors’ prices, products, services or manufactur-
ing capabilitiesin your comparison. Talk up
your own product’s advantages—don'’t “ bad-
mouth” the competition.

3. Be Fair - Don’t Try to Compare Apples
to Oranges

Be sure comparisons are relevant and appro-
priate. Products compared must be truly com-
parable—that is, essentialy similar in dll
respects. For instance, you would not appreci-
ate a competitor attempting to compare his
cheap, sugar-loaded candy bar with nutritious
PosiTrIM® Food Bars. They're so dissimilar
that any price comparisons would be mislead-
ing and irrelevant.

4. Provide All Necessary Details

Comparison ads should state the locations
where price-comparison checks were made, the
prices of competitive merchandise obtained at
each location and the dates on which price com-
parisons were made. The name of each IBO
responsible for the information and claims must
al so appear on the ad or merchandising aid.

5. Be Current

Before circulating any price-comparison
material, verify that the prices quoted in the
material are still in effect. Do not use and
circulate price-comparison literature that has
become outdated.

Repackaging Products

The Corporation’s products are to be sold
only intheir original packages.

Most of the Corporation’s product names, in-
cluding Artistry, L.O.C. and Satinique, are reg-
istered trademarks of the Corporation. They are
valuable assets to the Corporation because they
embody the goodwill we have built through su-
perior products and service. To maintain federal
trademark protection for the exclusive use of
these trademarks, the Corporation must follow
very specific criteriafor their use.

Product labeling is highly regulated by the
state and federal governments. These regulations
dictate not only the form and content of labels,
but also the types of claims that can be made on
aparticular product. For example, certain claims
on the label of a cosmetic product may cause it
to be classified as adrug by the Food and Drug
Administration.

FDA regulations also dictate strict manufac-
turing conditions under which products are
packaged to ensure the products do not become
contaminated. The Corporation devotes consid-
erable resources to market research to develop
products and packaging that meet the needs and
desires of consumers. If repackaging were per-
mitted, it would cause confusion among con-
sumers and IBOs, possibly decrease the value of
our products and dilute the effectiveness of the
Corporation’s promotional efforts.
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Observing Product-Content Laws

The Corporation manufactures a variety of
products with differing formulations to comply
with the local requirements and restrictions of
certain states and municipaities. You are respon-
siblefor complying with these restrictions when
applicable.

If you have questions about restrictionsin
your area, contact your sponsor or Products
and Services at 616-787-6279.

Product Liability Protection

Types of Damage Covered

We purchase product liability insurance to
protect both you and us from damages which
may be caused by defective products. Our prod-
uct liability insurance coverage does not extend
to improper, careless or negligent use of the
Corporation’s products.

A product can be defective either in the way it
is manufactured or in the way it isdesigned. An
example of amanufacturing defect isif acon-
tainer labeled furniture polish is accidentally
filled with oven cleaner. The purchaser, thinking
itisfurniture polish, appliesit to afine piece of
furniture, causing damage to the finish. An
example of adesign defect isif aproduct is
designed to be used on fine wood furniture but
contains an ingredient that damages certain
woods. These are the types of damage our prod-
uct liability insurance is intended to cover.

Types of Damage Not Covered

Our product liability insuranceis not intended
to extend to improper, careless or negligent use
of products. Two examples: A purchaser uses
oven cleaner to polish afine piece of furniture,
or apurchaser leaves an open container of con-
crete floor cleaner whereit could easily be
spilled on a piece of furniture.

Our product liability insurance does not ex-
tend to damage caused if you recommend ause
for aproduct other than a use for which the
product isintended. You could be made person-
aly liable for the damage caused, and therefore,
you should never recommend a Member or
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Client use a product other than for itsintended
purpose.

You should consult your persona insurance
agent to be certain you are adequately insured for
your personal business activities.

Procedures for Handling Complaints

1. Ask the Member or Client to explain how the
damage occurred. Be sure to obtain the name
of the product, when the damage occurred
and write down the name, address and phone
number of the Member or Client.

2. Do not say that the Corporation will pay for
the damage. Simply state that the Corpora-
tion will contact them regarding the damage.

3. Ask the Member or Client to keep the product
and the damaged article.

4. Call or write us with the information, and we
will deal directly with the Member or Client.
Call or write:

Quixtar, Inc.
Product Claims

PO. Box 430
Grand Rapids, M1 49501-0430
616-787-6896

State Product Regulations

Beautician and Cosmetologist Licenses

Asagenerd rule, IBOs do not demonstrate
ARTISTRY® Cosmetic and Skin Care products by
applying them directly on the customer’s skin,
nor do they charge afee to the customer for
demonstrating such products. For these reasons,
you are usually not required to obtain a beauti-
cian’s, cosmetologist’s or other similar licensein
order to demonstrate and sell ARTISTRY Cosmetic
and Skin Care products to customers. If you are
contacted by state licensing authorities about the
need for such alicense, or if you would liketo
find out what your particular state requires, con-
tact the Corporation’s Legal Division.

Security Products Regulations
A number of states have laws that regulate the
sdle and installation of home security systems
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and accessories, aswell as regulate the conduct-
ing of security surveys of the premises. The
QuixTar/First Alert Professiona Programisde-
signed asareferrd program in which IBOs refer
interested customersto alicensed First Alert
Professional who engagesin the actua sales pre-
sentation, demonstration, security survey, insta-
lation and monitoring. Provided IBOs simply
refer interested partiesto alicensed First Alert
Professional, and do not engage in any of the
above named activities, IBOs need not be li-
censed themselves.

Some cities and counties may have their own
local ordinances regulating the sale of home
security systems and accessories that should be
reviewed before merchandising the First Alert
program.

Vermont Pest Control Act

The Vermont Pegticide Control Act requiresal
IBOswho sell Class C pesticidesin that state to
first belicensed. The Act appliesto any IBO
who either distributes Class C pesticidesto his
personally sponsored IBOs or sellsthem to his
Members or Clients. Only one license per inde-
pendent businessis required. The Corporation’s
products are classified as Class C pesticidesin
the State of Vermont are;
HourRGuUARD® Insect Repellent
Pursue® Disinfectant Cleaner
Amway © Quick-Killing Bug Spray
PursuE Broad Spectrum Disinfectant/ Deodor-

izer Spray

Pursue Foam Cleaner
PursuE Liquid Bowl Cleaner

The feefor the Class C Dedler's Licenseis
$10; it must be renewed annually. Applications
may be obtained from the:

Vermont Department of Agriculture
Plant Industry Division

State Office Building

116 State Street

Montpelier, VT 05602

lowa Groundwater Protection Act

In lowa, a portion of the Groundwater Pro-
tection Act requires that sellers merchandising
products which fall within the definition of
“household hazardous materials’ (1) obtain a
permit to sell these materials and (2) distribute
to customers information that tells how to
identify and dispose of such materials.

The Corporation has purchased a blanket per-
mit that covers the sale of such corporate prod-
ucts by Quixtar-affiliated IBOsin lieu of
registration by each individual 1BO. Therefore,
you are not required to purchase a permit.

However, you do have a specia responsibility
if you merchandise products that are termed
“household hazardous® by statute. The law
requiresthat you distribute to your customersa
booklet printed by the lowa Department of Natu-
ral Resources that contains information about
product use and disposal. The law also requires
that you distribute an informational list of these
products covered by the law. Both booklet and
list (or photocopies of each) must be provided to
the IBO, Member or Client a the time of the
first sale of these products. In subsequent sales
to the same party, the booklet and list should be
noted as being available if desired.

The state has defined * househol d hazardous
materials’ to include: motor oils, motor oil
additives, motor oil filters, gasoline additives,
diesd fuel additives, degreasers, waxes, polishes
(excluding nail polish), solvents (excluding
water), paints (excluding latex-based paints),
lacquers, thinners (excluding water), caustic
household cleaners, spot and stain removers
with a petroleum base and petroleum-based
fertilizers.

The law specifically excludes laundry
detergents and soaps, dishwashing compounds,
chlorine bleach, personal care products,
cosmetics, animal and human medications,
and pharmaceuticals.

Thelaw requiresthat all IBOs making such
sales comply with these informational require-
ments. To request free copies of the Department
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of Natural Resources booklet, address your
request to:
Waste Management Authority
lowaDNR
Wallace Building — 5th Floor
DesMoines, |A 50319
For free copies of the Corporation’s products
list, contact;
Quixtar, Inc.
Products and Services
PO. Box 430
Grand Rapids, M| 49501-0430
616-787-6279

Water Treatment System Regulations

If you merchandise and sell our Water Treat-
ment Systems you must pay specid attention to
state laws that regulate the sale of point-of-use
water treatment systems.

All states regulate the advertising and sale of
consumer products through state consumer pro-
tection laws. These laws prohibit the fal se and
misleading advertising and sale of any con-
sumer product. Several states, including Cali-
fornia, Hawaii, lowa, New York and Tennessee,
have passed laws specifically regulating the ad-
vertising and sale of point-of-use water treat-
ment systems. At least one local jurisdiction —
Suffolk County, New York — has enacted asim-
ilar law.

California and Tennessee require that when a
seller makes a contaminant removal claim, the
seller must tell the prospective purchaser that
the removed contaminants are not necessarily
in hiswater.

Hawaii requires that you provide your pur-
chaser with a copy of all information relating to
water quality and health effects used in the
sales presentation.

lowaand New York require that specific
information be provided to the purchaser in
conjunction with the sale; thisinformation is
available from the Corporation’s Products and
Services Department.

Be sureto use only official corporate literature
when sdlling our Water Treatment products and
only Corporation-approved advertisements.
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Spray Adjuvant Licensing Requirements in
California

Pesticide regulations in California mandate
that any person who sdlls at retail a pesticide
(“ pesticides’ in California include spray adju-
vants) for “agricultural use” must be licensed as
apesticide dealer and must have a designated
agent'slicense.

To get adesignated agent’s license, IBOs must
complete and submit to the Department of Pesti-
cide Regulation an application along with a$50
fee. IBOs must pass an examination before the
license can be issued. Home-study materiasfor
the exam will be sent to the IBO by the Depart-
ment. License renewa will be required annually
at acost of $40.

You can obtain an application form by
contacting:

State of California

Department of Pesticide Regulation
Licensing and Certification Program
1020 M Street

Sacramento, CA 95814

Phosphate Sales and Use Bans

Many states, or individual governmental juris-
dictions within a state, ban the sale of certain
phosphate-containing products. It isyour respon-
sibility to comply with those phosphate bans that
are applicable to where you conduct business.
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The Rules of Conduct

1. Introduction

The Rules of Conduct define and establish (1)
certain principles to be followed in the develop-
ment and maintenance of an Independent
Business (“IB"); and (2) the rights, duties and
responsibilities of each Independent Business
Owner (“IBO”). The Rules are designed to pre-
serve the benefits available to all IBOs under
the IBO Plan.

The Corporation and its IBOs have abinding
contractual relationship. The terms and condi-
tions of thisrelationship are set forthin (1) the
IBO Registration Form (or equivalent);

(2) the Business Compendium; (3) the Intent to
Continue Form (SA-469 or equivalent) (Renewal
Form); (4) the Order-Authorized 1BO Form
(SA-150 or equivaent) and (5) any other official
Corporation literature or communications.

From time to time, the contents of these
documents are changed. The Corporation will,
prior to fina action, submit to the IBOAI
Board for discussion, evaluation and recommen-
dation changes within these documents which
may materially affect IBOsincluding, but not
limited to, changesto the IBO Plan, IBO agree-
ments and modifications to the Rules of Conduct
for IBOs; provided, however, the Corporation is
not required to present matters subject to any
governmental order, regulation, or law. However,
the Corporation will exerciseits best effortsto
notify the IBOAI Board of such changesre-
quired by governmental order, regulation or law.
Final decision-making authority with respect to
these matters rests with the Corporation. Upon
final notification by the Corporation with respect
to those changes presented to the IBOAI Board,
such changes will be communicated to al IBOs
in atimely manner in official Corporation litera-
ture, and shall become effective upon publica
tion. In order to preserve the goals and purposes
of the IBO Plan, the Corporation reservesto it-
self the sole right to adopt, amend, modify, sup-
plement or rescind any or all of these Rules, as
necessary with respect to cases of Rules enforce-
ment. In the event the Corporation deprives an
IBO of asubstantial and material property right

through such adoption, amendment, modifica
tion, supplementation or rescission, such IBO
shdl have theright to bring such matter to the at-
tention of the IBOAI Board for further discus-
sion, evaluation and recommendation.

Note: Headings: The headings of the sections,
paragraphs and sub-paragraphs are included for
purposes of convenience only, and shall not
affect the construction or interpretation of any
of the provisions contained herein.

2, Definitions

2.1. Corporation as used within these Rules of
Conduct shall mean both Amway Corporation
and Quixtar, Inc., unless otherwise specified.
2.2. Independent Business (I1B) shall refer to
an |IBO entity operated as either an Amway or
Quixtar business, unless otherwise specified.
2.3. Independent Business Owner (1BO) shall
refer to the individual (s) operating an 1B pur-
suant to a contractual relationship with either
Amway Corporation and/or Quixtar, Inc.,
unless otherwise specified.

2.4. Prospect shall mean any individual or
entity who is not an IBO, including Members
and Clients.

2.5. Client isaretail customer.

2.6. Member isacustomer entitled to buy
products and services at member pricing and to
take advantage of any member benefits offered.
2.7. IBOAI Board shall refer to the Independent
Business Owners Association International
Board of both Amway Corporation and Quixtar,
Inc., unless otherwise specified.

2.8. IBOAI shadll refer to the Independent Busi-
ness Owners Association International

for both Amway-affiliated IBOs and Quixtar-
affiliated 1BOs.

3. Becoming an IBO

3.1. Registration Form and Registration
Pack: An gpplicant to become a duly authorized
IBO capable of merchandising the Corporation’s
products and services and registering other IBOs
must file asigned IBO Registration Formfor
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authorization to sdll the Corporation’s products
and possess at least the literature portion of the
Registration Pack. IBOs shall be formed initially
as sole proprietorships, hushand and wife part-
nerships or non-formal partnerships. The IBO
Registration Form, must be sent to, and accepted
by, the Corporation in order for the applicant to
be accepted as an IBO. No IBO shall present the
business as anything other than an opportunity
available to anyone regardless of race, gender,
nationality, or religious or political beliefs.
3.2. Husband and Wife IBOs: If both husband
and wife wish to become IBOs, they must be
registered together asasingle I1B. Husbands and
wives may not be registered in different lines
of sponsorship. Husbands and wives may not
register each other. If one spouseisaready an
IBO, the other spouse, upon electing to become
an IBO, must join hisor her spouse’s IB.
3.2.1. A husband and wife are deemed to
operate their IBs as asingle entity regardless
of whether both names are on the business.
Therefore, each is held accountable for the
actions of the other so far as the Rules of
Conduct are concerned.
3.2.2. If two IBOs, each of whom owns and
operates an IB in different lines of sponsor-
ship (neither of which is at the Platinum or
above level), become married to each other,
one of these two IBOs must elect to surrender
(by sale, transfer or abandonment) his or her
IB and join hisor her spouse’s|B. If the
spouse surrendering an |B does so by way of
sade, such sale must be made in accordance
with the provisions of Rule 6.6 of these Rules
of Conduct. If the spouse surrendering an IB
does so by simply abandoning it, the aban-
doned IB shall pass up the Line of Sponsor-
ship to the next sponsor. If either member of
the newly married couple has attained the
status of Platinum or above, then the newly
married couple may operate both IBs, each of
which will, however, be operated in its origi-
nal Line of Sponsorship.
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3.3. Requirements: Without limiting the
Corporation’srights, the following are require-
ments for becoming an IBO or renewing an IB:
3.3.1. Not bein jail or otherwise confined to
any correctiona ingtitution.
3.32. AnIBO mugt be at least 18 years of age.
3.3.3. A minor child who desiresto become an
IBO must meet the following requirements:
3.3.3.1. Be at least 16 full years of age.
3.3.3.2. Obtain their parent or guardian's
signature on the IBO Registration Form.
3.3.3.3. Beregistered by or added to their
parent’s business if the parents of the minor
are|BOs.
3.4. Acceptance or Rejection of Registration
or Renewal Form: The Corporation reserves
the right to accept or reject any 1BO Registration
Form. Likewise, the Corporation reservesthe
right to refuse any renewal request and can
revoke any IBO'srenewal formif theIBO's
activities have not been in accordance with the
IBO Rules of Conduct.
3.5. Date of Authorization: A registration shall
be considered accepted by the Corporation when
it receives a completed and signed IBO Registra-
tion Form and its contents are verified with the
Corporation’s IBO records database. IBOs who
have been telephone registered or Internet regis-
tered are temporarily authorized to conduct
business and are subject to the Rules of Conduct,
asif they were afully authorized IBO. However,
such authorization will terminate if the Corpora:
tion does not receive the IBO’s completed
IBO Registration Formwithin the specified
time period.
3.6. Reserved
3.7. Authorization Period: IBO authorization
shall expire at the end of each calendar year, with
the exception of initia registrations accepted by
the Corporation between September 1 and De-
cember 31, inwhich case suchinitia authoriza-
tion shall expire at the end of the subsequent
calendar year. If an IBO does not renew his or
her 1B within the time limit established, or if the
Corporation does not accept the IBO’s renewal
registration, such IB shall automaticaly expire.
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3.8. Notice of Intent to Continue: In order to
remain an IBO, an IBO must annualy file a No-
tice of Intent to Continue Form (SA-469) to op-
erate hisor her IB by December 31 of the year
preceding the year for which the IBO is
renewing. Such notice may be filed by utilizing
the Corporation’s touch-tone or on-line renewal
system, mailing form SA-469, in which case it
must be postmarked by December 31, or any
other means deemed appropriate by the Corpo-
ration. The Corporation reserves the right to
limit the method(s) available for said filing.
Failure to timely file an Intent to Continue may
result in theloss of an IBO’s downline.

If available, IBOs may sign up for automatic
renewal, with the next year’'s renewal fees
charged automatically to the IBO’s credit card.
All automatic renewing IBOs are responsible
for ensuring that the Corporation has avalid
credit card, with sufficient available credit, on
file at the time of renewal.

3.9. Reserved

3.10. Reserved

3.11. Resignation: An I1BO may resign hisor
her IB at any time by appropriately communi-
cating to the Corporation and sending a copy of
such communication to his or her Sponsor or
first upline IBO who has attained a higher award
level, such as Platinum, Ruby, etc. An IBO who
resigns may immediately register asa Member
or become a Client without complying with the
Six-Month Inactivity Rule. However, a Member
or Client may not register again as an I1BO under
adifferent Sponsor without complying with the
Six-Month Inactivity Rule. (See § 6.4)

3.12. Registration by Former IBOs: A for-
mer IBO under a different Sponsor as a new
IBO only in accordance with Rule 6.4.

3.13. Informal Partnerships: In the case of an
informal partnership, the IB shdl be only under
the names of the individuals who are partners
and not under a business name that the partners
might use for other transactions.

3.14. Independent Businesses as Cor pora-
tions: An IBO may own and operate his or her
IB as a corporation provided it complies with

certain requirements and conditions. IBs shall
be initially formed as sole proprietorships, hus-
band and wife partnerships or non-formal
partnerships, and then transferred into a corpo-
ration in accordance with this Rule.

The Corporation valuesits personal relation-
ship with its IBOs and would not ordinarily
appoint a corporation or a private company as an
IBO or approve of atransfer of an 1B from one
or more individuals to a corporation. However,
the Corporation recognizes that certain advan-
tages could accrue to an IBO which incorpo-
rates, including: (a) tax benefits and tax savings,
(b) perpetua existence, (c) limited liability, (d)
estate planning and (€) ease of transfer.

On the other hand, the impersonal character of
anincorporated |B could result in unfavorable
consequences to the Corporation, unless certain
conditions and restrictions are imposed. Accord-
ingly, the Corporation will require such incorpo-
rated IBOs to comply with the following:

3.14.1. The IBO mugt file a Registration for

IBO Authorization (Corporate), duly signed by

its President or Vice-President and its Secre-

tary or Treasurer, must receive an |BO number
and mugt file annually a Notice of Intent to

Continue IBO Form.

3.14.2. The sole business purpose of thein-

corporated IB must be the operation of the

IB allowed under these Rules. The incorpo-

rated |B may conduct no other business. This

condition precludes IBOs from putting their

IB into an existing corporation, which they

currently use to conduct another business.

3.14.3. All persons who actually conduct,

control or who intend to participate in the

operation of the IB must collectively own not
less than amajority of the issued and out-
standing voting stock of the corporation and
must constitute a majority of the board of
directors of the corporation.

3.14.4. No change in the number of shares

issued, in the owner of shares or in the

membership of the board of directors may be
made, and no agreement or arrangement
affecting control of the corporation by the
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individuals operating the IB may be adopted,

without application to, and the prior written

approval by, the Corporation.

3.14.5. All shareholders and directors shall

personally and irrevocably guarantee perfor-

mance by the corporation of all of itsduties,
obligations and responsibilitiesasan IBO, as
outlined in the Rules of Conduct, and other
official 1BO literature.
3.15. Limited Liability Company: AnIBO
may own and operate his or her IB asalimited
liability company (“LLC”), provided it com-
plies with certain requirements and conditions.
IBs shall be formed initially as sole proprietors,
husband and wife partnerships or non-formal
partnerships, and then transferred intoan LLC
structure in accordance with this Rule.

The Corporation believes that success as an
IBO is dependent on an IBO's personal responsi-
bility for his or her business. The Corporation
has gone to great lengths to ensure that this fun-
damental philosophy is conveyed in all aspects
of an IBO's|B. However, the Corporation recog-
nizesthat certain advantages could accrue to an
IBO who formsan LLC, including: (a) tax bene-
fitsand tax savings, (b) limited liability and (c)
estate planning.

On the other hand, the impersonal character
of an IB operated asan LLC could result in
unfavorable consequences to the Corporation,
unless certain conditions and restrictions are
imposed. Accordingly, the Corporation will
require such IBOs to comply with the following:

3.15.1. The IBO must file an IBO Registration

Form (LLC), duly signed by its members,

must receive an IBO number and must file

annually a Notice of Intent to Continue (LLC).

3.15.2. The sole business purpose of the LLC

must be the operation of the IB allowed

under these Rules. No other business may be
conducted by the LLC. This condition pre-
cludes IBOs from putting their IB into an
existing LLC, which they currently useto
conduct another business.

3.15.3. A mgjority of the persons who actu-

aly conduct or who intend to participate in
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the operation of the IB must be active mem-

bersin the LLC. Those persons who are

actually the IBOs must handle the manage-
ment and day-to-day running of the LLC.

3.15.4. All members of the LLC, whether they

beindividuas, another corporation, partner,

LLC, trust or other entity, must comply with

the applicable requirements under the Rules of

Conduct. All members of the LLC shall be

subject to the same disciplinary action for

violation of the Rules of Conduct as areindi-
vidua I1BOs.

3.15.5. There may be no more than two

members of an LLC, absent a showing to the

Corporation of extraordinary circumstances;

e.g., estate planning and family issues.

3.15.6. No change in the membership may be

made, and no agreement or arrangement af-

fecting control of the LLC by the individuals
conducting the operations of the IB may be
adopted, without application to, and the prior
written approval by, the Corporation.

3.15.7. All members shall personally and

irrevocably guarantee due performance by

the LLC of dl of its duties, obligations and
responsibilities as an IBO, as outlined in the

Rules of Conduct and other official IBO

literature.

3.16. Trust 1BOs. An IBO may be transferred
to, and become part of the corpus of, either an
inter vivos or testamentary trust provided there
has been compliance with certain requirements
and conditions.

One of the advantages of building an IB is that
the owner may passit on to hisor her heirsas
part of hisor her estate. In order to accomplish
that objective, he or she may wish to transfer his
or her IB to aninter vivostrust during his or her
lifetime or arrange for it to be transferred to a
testamentary trust after his or her death. The
latter may be particularly desirable where his or
her surviving heirs may be minorswho are dis-
qualified from operating the IB until they reach
the age of at least 16. The trustee may be either
an individual or a corporation, and the trustee
may a so be another IBO at thetime the trust is
created or takes effect.
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In order to assure that the transfer of an IB to
atrust does not result in unfavorable conse-
guences, the Corporation requires compliance
with the following:

3.16.1. The creator of the trust must have

been aduly qualified and authorized IBO at

the time (or, in the case of adeceased IBO,
immediately prior to thetime) that the IB is
transferred to the trust.

3.16.2. Frequently the beneficiary of the trust

will be the spouse, child, grandchild, parent

or sibling of the IBO whose IB is being
transferred to the trust corpus. However, the
beneficiary of atrust may be any individual
who is eligible to become an authorized

IBO, provided however the beneficiary can-

not be a business entity, existing corporation,

charitable organization, nonprofit organiza-
tion, foundation or any similar entity.

3.16.3. The trust instrument must not permit

the beneficiaries to assign any beneficial

interest in the trust.

3.16.4. Thetrustee (all co-trustees, if more

than one) must sign and file aregistration

form and receive authorization to become an

IBO, and must annually file a Notice of Intent

to Continue.

3.16.5. An original signed (or certified) copy

of the trust instrument must accompany the

registration form, and the trusteg(s) must
promptly file with the Corporation any
amendments or any documents which may
vary the terms of the trust.

3.16.6. If the trustee is a corporate fiduciary,

e.g., abank trust department or atrust com-

pany, the trust officer must execute on its

behalf an irrevocable guarantee that the
trustee will perform all the obligations and
responsibilities of an IBO as outlined in the

Rules of Conduct, and other official Corpo-

ration literature and communications.

3.16.7. The term of the trust shall not be per-

petua and shall not continue beyond the date

necessary to protect the interests of those
trust beneficiaries who are unable to act for
themselves legally, e.g., minor children or

incompetent persons, or who, because of age
or inexperience, require assistance in the
conduct of business affairs.
3.16.8. The sole purpose of the trust must be
the operation of the IB. No other business
may be conducted by the trust.
3.17. Invitations Limited to Two Persons:
Invitations for business seminars, |eadership
seminars, incentive trips and other events orga-
nized by the Corporation will only be extended
to two individuals per 1B. These individuals
shall be the ones listed on the Corporation’s
records as the owners of the IB. In the case of a
corporation, limited liability company, limited
liability partnership or trust, such entity must
inform the Corporation as to which two indi-
viduals should receive invitations.
3.18. Limited Liability Partnerships: An
IBO may own and operate his or her IB asa
limited liability partnership (“LLP") provided
it complies with the following conditions:
3.18.1. The IBO must file an IBO Registration
Form (LLP), duly signed by al partners, must
receive an IBO number and must file annually
aNotice of Intent to Continue (LLP).
3.18.2. The sole business of the LLP must be
the operation of acorporate IB. No other
business may be conducted by the LLP. This
precludes IBOs from putting their IB into an
existing LLP, which they currently useto
conduct another business.
3.18.3. Solely the generd partner(s) must
handle the management and day-to-day
operations of the LLP,
3.18.4. All partners must comply with all
applicable requirements under the Rules of
Conduct. All partners of the LLP shall be
subject to the same disciplinary action for
violation of the Rules of Conduct as are indi-
vidual IBOs.
3.18.5. No change in the membership of the
LLP, including the addition or deletion of
new partners, or change in partner status,
may be made, without application to, and
prior written approval by, the Corporation.
3.18.6. All partners, INCLUDING LIMITED
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PARTNERS, shall personally and irrevocably
guarantee due performance by the LLP of all
of itsduties, obligations and responsibilities
asan IBO asoutlined in the Rules of Conduct
and other official 1BO literature.

4. Responsibilities and Obligations
of All IBOS
4.1. Abide by the Business Compendium/
Amendments: At all times, IBOs must adhere
strictly to the guidelines, systems, procedures
and policies stated in the Corporation’s Busi-
ness Compendium of which these Rules of
Conduct are a part, including the Corporation’s
IBO Plan, and, in each case, any amendments
made from time to time.
4.2. Cross-Group Buying or Selling: “Cross-
group buying and selling” occurs when an IBO
sells company-distributed or supplied products
and/or services to another IBO who is not
within his or her Persona Group. No IBO shall
engage in cross-group buying or selling.

4.2.1. An1BOin one Line of Sponsorship
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secure Members and Clientsin the same
manner as |BOs who have no connection
with aretail store. Other types of retail estab-
lishments, which are not technically stores,
such as barber shops, beauty shops or profes-
sional offices, etc., likewise may not be used
to display the Corporation’s products, infor-
mation about the Corporation’s services or
literature of the Corporation.

4.3.2. Further, IBOs may not use any broad-
cast communication methods including mass
mailings, telemarketing, national or interna-
tional advertising, radio, television, facsimile
services, computer communication networks
including the Internet or any other means by
which personal contact is not present to secure
Members and Clients or to solicit the sale of
products. However, IBOs may use digitd me-
diaor maintain aWeb site to order products or
to have their Members and Clients order prod-
ucts provided such media or Web site meets
the requirements set out in the IBO Prospect-
ing/Product SalesWeb Ste Bulletin, and other-

must only purchase products and literature wise complieswith the RUI_S of Conduct.
supplies directly from his or her Sponsor or 4.4, Truthful and Accurate: No IBO shal_l '
the Corporation, unlessthereisawrittenser- ~ Makeany offer to sell any of the Corporation’s
vicing agreement between two Platinum or product which is not accurate and truthful asto
above IBOs. price, grade, quality, performance and availabil-
4.2.2. An1BO mugt not sdll the Corporation's 1%y 1BOs shall not: _
products and services to another IBO who is 4.4.1. make exaggerated product claims or
not in his or her Personal Group, unless there non-guaranteed claims with regards to the
is awritten servicing agreement between two Corporation’s products or products dis-
Platinum or above IBOs. tributed by the Corporation,
4.2.3. An IBO cannot be aMember or Client 4.4.2.in any way whatsoever, represent the
of hisor her own 1B or any other IB. Corporation incorrectly with regard to prices,
4.3. Retail Stores: No IBO shall permit the quality, standards, grades, contents, style or
Corporation’s products or services to be sold or model, place of origin or avalability of the
displayed in retail stores, schools, fairs, PXs, Corporation’s products or products dis-
ships or military stores; nor shall he or she per- tributed by the Corporation, ,
mit any of the Corporation’s product to appear 4.4.3. state_ thgt the Corporation’'s prpducts or
in such locations even if the products or ser- products distributed by the Corporation are
vices are not for sale. No corporate literature backed, approved or present any features as
shall be displayed in retail establishments. regards to yield, accessories, uses or benefits
4.3.1. An IBO who worksin or owns a retail that they do not have, or
store must operate his or her |B separate and 4.4.4. act or present in any way whatsoever

apart from the retail store. Such I1BOs must the Corporation, its products or the products
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the Corporation distributes, in a fraudulent
manner or promote products that do not
belong to the Corporation as if they did.
4.5. Repackaging: IBOs may not repackage
products or otherwise change or alter any of the
packaging |abels of the Corporation’s products.
4.6. Written Sales Receipt: An IBO who takes
and/or delivers an order in person shall deliver
to the Member or Client a thetime of sdea
written and dated order or receipt which shall:
(a) describe the product(s) sold, (b) state the
price charged, (c) give the name, address and
telephone number of the selling IBO and (d) in-
clude the Corporation’s Satisfaction Guarantee.
4.7. Satisfaction Guarantee: Whenever a
Member or Client requests Satisfaction Guaran-
tee service within the stated guarantee period,
an IBO shall immediately offer the individual
his or her choice of a (a) full refund;
(b) exchange for alike product; or (c) full credit
toward the purchase of another product.
4.7.1. IBOs shall advise the Corporation of
any complaint regarding the Satisfaction
Guarantee from a Member or Client and pro-
vide copies of all correspondence and details
of all conversations regarding the complaint
as requested.
4.7.2. IBOs are not authorized to make any
type of offer or compromise or render the
Corporation liable for any complaint or
product return.
4.7.3. IBOs are responsible for claims they
make which exceed the terms of the Satisfac-
tion Guarantee.
4.8. Compliance with Applicable L aws,
Regulations and Codes: IBOs shall comply
with all laws, regulations and codes that apply
to the operation of their IB wherever said
business may be conducted, and they must not
conduct any activity that could jeopardize the
reputation of the IBO and/or the Corporation.
4.9. Deceptive or Unlawful Trade Practices:
No IBO shall engagein any deceptive or un-
lawful trade practice. A deceptive or unlawful
trade practice is one which (1) has been de-
fined as such by any federal, state or local law

or regulation, (2) has been determined as such
by federal, state or local law enforcement offi-
cials, or (3) has been reasonably determined as
such by the Corporation. In making a reason-
able determination, the Corporation shall ob-
tain the opinion of outside legal counsel and
the IBOAI Board Hearing Panel Chairperson.
4.10. Unlawful Business Enterprises or
Activities: No IBO may operate any illegal or
unlawful business enterprise, engage or partici-
patein any illegal or unlawful business activity
or be convicted of any illegal or unlawful
activity.
4.10.1. Anillegal or unlawful enterprise or
activity isonewhich is (1) prohibited by fed-
eral, state or local law or regulation, (2) has
been determined as such by federal, state or
local law enforcement officias, or (3) has
been reasonably determined as such by the
Corporation. In making a reasonabl e deter-
mination, the Corporation shall obtain the
opinion of outside legal counsel and the
IBOAI Board Hearing Panel Chairperson.
4.10.2. If aninitial or renewal registration for
authorization as an IBO is presented to the
Corporation by a person the Corporation
knows or reasonably believesis operating, or
isengaging or participating in, any illegal or
unlawful enterprise or activity, the Corpora-
tion may hold such registration in abeyance
and contact the applicant to determine
whether he or sheis so engaged and, if o,
what his or her intentions are concerning
such enterprise or activity. Refusa or failure
on the part of the applicant to produce proof
that he or she has terminated his or her rela-
tionship with such unlawful enterprise or
activity shall disqualify him or her for such
authorization and his or her registration shall
be denied.
4.10.3. If, subsequent to approval of hisor her
initial or renewal registration, an IBO is deter-
mined by the Corporation to be operating, or
engaging or participating in, anillegal or
unlawful enterprise or activity, and if, upon
notification and request by the Corporation,
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such IBO refuses or failsto terminate his or
her relationship with such illegal or unlawful
enterprise or activity, then the Corporation
shall terminate such authorization, whereupon
the IBO shall lose all the rights and privileges
of an IBO.
4.11. Professionalism: AnIBO shall at all times
conduct himself or herself in a courteous and
considerate manner and shall not engage in any
high-pressure tactics, but shal make afair pre-
sentation of the Corporation’s products, services
and/or IBO Plan, when and where appropriate.
4.11.1. An IBO never imposes himself or her-
self upon prospective IBOs, Members or
Clients. At al times he or sheis courteous and
considerate of the prospective IBOs, Members
or Clientsand, if the prospective IBOs, Mem-
bers or Clientsindicate adesire to terminate a
conversation/presentation, the IBO immedi-
ately does s0 and leaves the premises.
4.11.2. AnIBO shdll at al times make afair
presentation of the products and services. The
IBO will also direct hisor her audience's at-
tention to the use directions and cautions that
may be included on the label for the products.
4.12. 1BO Relationship: No IBO shall repre-
sent that he or she has any employment
relationship with the Corporation or any of its
affiliated companies and/or other IBOs.
4.12.1. IBOs shdll not give afalse representa-
tion asto the nature of the relationship
between the Corporation and its IBOs, or
make any representation, except in accordance
with the explanation given in the Business
Compendium or other official literature of the
Corporation. An IBO isrequired to indemnify
the Corporation for the cost, damage or preju-
dice stemming from such false representation,
including any legal fees the Corporation may
have incurred.
4.12.2. 1BOs own their IBs and operate as
Independent Contractors as regards to the Cor-
poration. They shall not imply that they are
employees of the Corporation, nor shall they
refer to themselves as “ agents,” “managers,” or
“company representatives,” nor shall they use
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such terminology or descriptive phrases on

their stationery or other printed material.

(Sponsors are urged to preserve the indepen-

dent contractor relationship between them-

selves and their IBOs. If Sponsors permit an
employer-employee relationship to devel op,
sponsors may find themselvesliable for the
acts of and injuriesto their registered IBOs.

The Corporation does not permit any relation-

ship between, or representations by, IBOs,

which may impose employee liability on the

Corporation.)

4.12.3. IBOs may not use their identification

card to create the impression that thereisan

employment relationship with the Corporation.
4.13. Franchisesand Territories: No IBO
shall represent to anyone that there are exclu-
sive franchises or territories available under the
IBO Plan.

4.13.1. No IBO shall represent that he or she,

or anyone else has the authority to grant, sell,

assign or transfer such franchises or to assign
or designate territories.

4.13.2. No IBO may state or imply that he or

she has agiven territory, or that any other

IBO is operating outside his or her territory.
4.14. Other Selling Activities: No IBO who
personally sells products other than the Corpo-
ration’s products, who personally sells literature
or sales aids not produced by the Corporation,
or who sells services (e.g., tax services, insur-
ance, investments, etc.) will induce another
IBO whom he has not personally registered to
sell such products, literature, sales aids or ser-
vices, or shall he or she offer to sell such prod-
ucts, literature, sales aids or servicesto any
IBO except those personally registered by him
or her. Induce means persuade (to suggest or
attempt to persuade) another IBO whether or
not thisis done to obtain revenues or for any
other reason.

IBOs may engage in other selling activities
related to non—Corporation-approved or
non—Corporation-produced products and ser-
vicesif they personally desire to do so, but they
may not take advantage of any activity organized
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to promote the Corporation’s products or the
Corporétion, or any other IBO's efforts or re-
sources, or of their knowledge of, or association
with, other IBOs, especially those not person-
ally registered by them, to promote and expand
their other selling activities. To do so constitutes
an unwarranted and unreasonable interferencein
the business of other IBOs. This does not mean,
however, that an IBO regularly engaged in the
operation of a gasoline station, repair garage,
retail establishment, barber or beauty shop or a
professiona service (law, medicine, dentistry or
accounting) may not serve clients or customers
who are IBOs and have sought them out, but it
does mean that such IBOs may not actively
solicit the patronage of other IBOswho are
not personally registered by them.
4.14.1. This section also appliesto privately de-
veloped Business Support Materias (“BSM”).
4.14.2. A husband and wife are deemed to op-
eratetheir IB as asingle entity regardless of
whether both names are on the IB. Therefore,
each is held accountable for the actions of the
other so far asthe Rules are concerned. The
Corporation reserves the right to terminate the
remaining IBO's authorization asan IBO in
the event that one partner of husband-wife
partnership electsto resign his or her autho-
rization as an IBO and subsequently takes
advantage of hisor her knowledge of, or asso-
ciation with, other IBOs to promote and
expand his or her other business enterprises.
4.15. Enticement to Change Lines of Spon-
sor ship: Under no circumstances shall an
IBO solicit, interfere or attempt to induce, sug-
gest, directly or indirectly, another IBO to re-
quest a change to another Sponsor or Line of
Sponsorship.
4.16. Exporting the Cor poration’s Products:
No IBO may export or import, or knowingly sdll
to others who import or export, the Corporation’s
products from the United States or its posses-
sions or territories, or from any other country in
which it has established operations, into any
country regardless of whether or not the Corpo-
ration is doing business in that country.

4.16.1. For legal reasons, including trade
name and trademark protections; local laws
on product registration, packaging, labeling,
ingredient content and formulation, product
liability; customs and duty laws; and litera-
ture content or language reguirements, the
Corporation must limit the resale of its prod-
ucts by 1BOsto only other IBOs, Members
and Clients located within the country in
which the IBO legally buys the Corporation’s
products and is authorized to do business.
4.16.2. Theterm “products’ as used in Rule
4.16 includes all services, literature, sales
aids, PERsONAL SHOPPERS® Catal og items and
any other items obtained by an IBO from the
Corporation or from his or her Sponsor or
Platinum.
4.17. Sound Business Practices. An IBO must
operate his or her IB in afinancialy responsi-
ble, solvent and businesslike manner. The
Corporation shall have the right to take action
against any 1BO or IB that it knows or reason-
ably believesis operating their 1B in afinan-
cially irresponsible manner, insolvent or
unbusinesslike manner.
4.17.1. In signing an 1BO Regigtration Form
or Notice of Intent to Continue, an IBO repre-
sentsto the Corporation that there isno legal
bar or limitation on his or her ability to meet
the legal obligations of an IBO, whether such
obligations are to the Corporation, government
entities, itsalf, Members, Clients or other IBOs.
If thereis an obstacle or limitation, the IBO
must declareit.
4.17.2. The Corporation reserves theright to
offset bonus payments for amounts an IBO
owes to the Corporation.
4.17.2.1. If an IBO or any member partner
inhisor her IB files a petition for
bankruptcy or has bankruptcy proceedings
commenced against him or her, or has any
assets seized by court order or takenin
execution of an unsatisfied judgment debt,
the IBO must immediately inform the
Corporation.
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4.17.2.2. In such cases, the Corporation re-
servestheright to terminate the IBO, to alter
itsterms of conducting business with the
IBO, or to negotiate with the trustee in
bankruptcy or responsible court official con-
cerning arrangements for the disposal of any
products belonging to the Corporation
which are in the possession of the IBO.
4.18. Seventy Percent Rule: An IBO must sell
at least 70% of the total amount of products
purchased during a given month in order to re-
ceive the Performance Bonus or recognition
due on all the products purchased; if the IBO
failsto sell at least 70%, then such IBO may be
paid that percentage of Performance Bonus
measured by the amount of products actually
sold, rather than the amount of products pur-
chased, and recognized accordingly.
4.18.1. Performance Bonuses are intended to
be earned on sales volume. However, since the
Business Volume during a particular month
will, under normal circumstances, approxi-
mately equal the sales volume, or retail value,
of the products an IBO sells during that month,
and sinceit is cumbersome to administer the
payment of Performance Bonuses on the basis
of products actualy sold (which would in-
volve knowing the product inventory of every
IBO), the payment of Performance Bonusesis
for convenience based on monthly Business
Volume rather than on amonthly sales volume.
4.19. Reserved
4.20. Reserved
4.21. Reserved
4.22. Retail SalesRule: In order to obtain the
right to earn a Performance Bonus during a
given month, an IBO must make not less than
one sale TO EACH OF 10 DIFFERENT RE-
TAIL CUSTOMERS (e.g., Members or Clients)
OR HAVEAT LEAST 50 PV OF SALESTO
ANY NUMBER OF RETAIL CUSTOMERS
(e.g., Members or Clients) that month, and upon
request, produce proof of such sales.
4.22.1. In producing proof of such sales, the
IBO should not disclose the prices at which
he or she made the retail sales.
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4.22.2. If such IBO failsin any month to
make said retail sales and/or to produce such
proof of making such sales, then he or she
shall be denied his or her Performance Bonus
that month and may subseguently lose all
registration rightsif he or she continues to
fail to meet this requirement. This Rule shall
apply to an IBO until he or she attains the
status of Platinum or above.
4.23. Unsolicited E-mail Messages. No IBO
shall send, transmit or otherwise communicate
any unsolicited e-mail messages to persons with
whom the IBO does not have a pre-existing per-
sonal or business relationship. (Thisincludes,
but is not limited to, sending e-mails through
newsgroups, purchased mailing lists, “ safe lists’
or other lists of individuals or entities with which
the IBO does not have arelationship.)
4.23.1. Employment Postings—If an IBO
responds to an employment posting for some-
one seeking an employment opportunity, they
shall clearly state within the first paragraph of
the response that they are offering abusiness
opportunity and not an employment opportu-
nity. Any materials used with a prospect must
be approved by the Corporation in accordance
with Rule 7 herein.
4.24. Fund-raising: No IBO shall use Corpora-
tion productsin conjunction with any type of
fund-raising activity. Fund-raising includes the
solicitation for the purchase of Corporation
products or services based on the representation
that all, or some, of the gains, proceeds, bonuses,
or profits generated by such sale will benefit a
particular group, organization or cause.
4.25.1BO Plan Manipulation: No IBO shall
manipulate the IBO Plan or salesvolume, in
any way which resultsin the payment of
bonuses or other awards and recognition that
have not been earned in accordance with the
terms of the IBO Plan and/or the Business
Compendium.
4.26. Per sonal/Business | nformation Update:
All IBOs are responsible for communicating
any updates or changes to their personal infor-
mation (e.g., name, address and tel ephone num-
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bers, etc.) or business information (e.g., addi-

tion/deletion of partner, change of business sta-

tus, etc.) to the Corporation.

4.27. Privacy and Confidentiality: All IBOs
are required to abide by the Corporation’s Pri-
vacy Policy with regard to IBO, Member and
Client information and its Confidentiality Pol-
icy with regard to IBO and IB information.

5. Responsibilities and Obligations
of All Sponsors
5.1. Maintain Good Standing/Conform to
Rules: In order to register other IBOs, an IBO
must bein good standing and meet al require-
ments as set forth in these Rules.
5.1.1. In the event that a Sponsor failsto per-
sonally train and supply hisor her IBO, or if
suitable arrangements are not made to provide
such services, therights to any IBOs whom he
or she may have registered shall pass up to the
next Sponsor in hisor her Line of Sponsorship
in accordance with Rule 6.11.
5.1.2. AnIBO who falsto timely filean In-
tent to Continue Formin accordance with

Rule 3.8 shall be deemed to have violated this

Rule and as aresult, may lose the registration
rightsto his or her downline IBOs and any
linksto hisor her registered Members and
Clients.
5.2. Prohibited Registration Practices.
Neither a prospective IBO, as a condition to be-

coming anew IBO, nor any currently authorized

IBO, as acondition to receiving assistancein
the development of their IB from their Sponsor,
shall be required to:
5.2.1. Purchase any specified amount of
products or services.
5.2.2. Maintain a specified minimum
inventory.
5.2.3. Purchase any non—Corporation-
produced “ starter,” “decision” or other
“pack” or “kit."
5.2.4. Purchase tapes, literature, audio-visual
aids or other materials or participate in any
“tape of the month” or “tape of the week”
programs.

5.2.5. Purchase tickets for and/or attend or

participate in rallies, seminars or other

meetings.

5.2.6. Purchase hardware or software for

computers, subscribe to an Internet service

provider (ISP) or establish aWeb site.
The only requirements which an IBO can im-
pose upon a prospect whom he or sheiswilling
to register is that the prospective IBO shall
possess the literature portion of the Registration
Pack (without substitution or alteration in the
contents) and sign a completed IBO Registra-
tion Form and submit it to the Corporation.
5.3. In order to register other IBOs, an IBO
must be at least 18 full years of age, or the age
of majority in the state of his or her residency,
whichever is older, and:

5.3.1. Registration Pack: Ensurethat al IBOs

that he or she registers are provided with the
appropriate undtered Registration Pack.

5.3.2. Order Fulfillment: IBOs must stock
sufficient products and sales suppliesto enable

them to service any IBOs whom they have
registered with the normal needs from inven-
tory. In the event that the IBO has registered
IBOswho order directly from the Corporation,
the IBO is responsible for ensuring that his or
her downline IBOs can obtain their products
in such manner. If adownline IBO isunable,
for any reason, to place an order directly with
the Corporation, hisor her upline IBO remains
responsible for ensuring that the IBO can ob-
tain product and services. This Rule applies
only to such products as are normally sold on
acash basis by IBOs. Products that are nor-
mally sold on an order basis, such as cook-
ware and large-size products that are sold to
commercial users and are delivered directly
from the warehouse, need not be stocked.
5.3.3. Training and Motivation; IBOs must
be able to train and motivate the IBOs whom
they have registered with a minimum of as-
sistance from their first upline Platinum or
above. If the IBO isamember of an estab-
lished business-building system, he or she
may make arrangements for his or her IBOs
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to be trained and motivated by the activities
and BSMs of that system, but under no cir-
cumstances may an |IBO be forced or coerced
to participate in the system. If adownline
IBO isunable, for any reason, to access the
system or chooses not to use the system, his
or her IBO must be able to provide training
and motivation.
5.3.4. Servicing Arrangements: If anIBO is
unable or unwilling to service his or her
downline IBOs with the proper supply of
products, training or motivation, he or she
must make arrangements, in writing, with his
or her first upline Platinum or above to have
this done, in which case he or she must be
willing to compensate his or her Platinum or
abovefor thisservice. An IBOwho lives at a
distance from his or her downline IBOs must
also personally supply, train and motivate
their new IBOs, or he or she must make ar-
rangements, in writing, with his or her Plat-
inum or above to have this done, in which
case he or she must be willing to compensate
his or her Platinum or above for this service.
5.3.4.1. If aServicing Arrangement is used,
the full PV/BV, must always be transferred
to the serviced IBO so that bonuses are
correctly paid.
5.3.5. Distribution of Performance
Bonuses: IBOs must promptly process and
redistribute, in proper proportion, the monthly
Performance Bonus received from their upline
Platinum or above or from the Corporation to
al downline IBOs to whom a Performance
Bonus is due before the end of the month
during which the Performance Bonus check
isissued, unless his or her registered IBOs
are paid directly by the Corporation.
5.3.5.1. Some IBOs receive a Performance
Bonus from the Corporation in afiduciary-
like capacity to the extent that a part of itis
owed to their downline IBOs. The IBO
cannot retain any portion to which a down-
lineIBO is entitled, even where the down-
line IBO owes a private debt to the upline
IBO, unlessthere is awritten agreement
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between the parties permitting such reten-
tion. Even with such awritten agreement,
the upline IBO may retain only the net por-
tion of the Performance Bonus due to the
agreeing IBO, and not any portion due
other downline IBOs.
5.3.5.2. If the Corporation or the first upline
Platinum or above believesan IBOisnot in
compliance with the Rules of Conduct, his or
her Performance Bonus will be sent to the
upline Platinum or above for handling. Re-
gardless of whether or not an IBO receivesa
Performance Bonus check directly from the
Corporation or from the upline Platinum or
above, the IBO's acceptance of such Perfor-
mance Bonus shall be deemed an affirmation
that he or sheisin compliance with the Cor-
poration’s Rules of Conduct, including the
Retall SdesRule4.22.
5.3.5.3. Minimum Bonus Payment Re-
quirements: In order to receive a monthly
bonus payment, the amount due from the
Corporation must be $3 or greater.
5.3.5.3.1. Monthly bonus amounts of less
than $3 will be carried forward as an ac-
count payable until the end of the year or
such time that the $3 monthly threshold
is met, whichever is sooner.
5.3.5.3.2. IBOswho at year-end, or upon
termination of the IB, have an account
payable balance of less than $1 due them
from the Corporation will not be entitled
to receive such amount.
5.3.6. Buy-Back Rule: IBOs are required to
purchase back from any of their personally
registered IBOs who are resigning their 1B,
upon their request, any unused, currently mar-
ketable products and/or currently marketable
literature and merchandising or business-
building aids.
5.3.6.1. The IBO shall offer to repurchase
said products, literature and merchandising
or business-building aids at a price mutu-
ally agreeable to the departing IBO.
5.3.6.1.1. It may be appropriate to con-
sider a price equal to the published IBO
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cost at the time of purchase including
surcharges, if any, less the Performance
Bonus (on the BV associated with the
products) paid by the IBO to the pur-
chasing 1BO during the month the prod-
ucts being returned were purchased, less
aservice charge equal to 10% of the BV
of the products being returned for han-
dling, F.O.B. sponsor’s office.
5.3.6.1.2. ThisRuleis not intended to
prohibit buy-back or exchange of prod-
ucts, literature or merchandising and
business-building aids upon mutual
agreement between an IBO and one of
his or her personally registered IBOs
under circumstances other than those
wherein an IBO has elected to resign.
5.3.6.2. If the departing IBO is unable to
secure buy-back of products and/or litera-
ture and/or merchandising or business-
building aids through his or her upline
IBO, he or she may then write directly to
the Corporation with full details, including
alist of unused currently marketable prod-
ucts and unused currently marketable liter-
ature and merchandising or business-
building aids.
5.3.6.2.1. After receiving written ap-
proval, he or she will be sent a Returned
Merchandise Authorization Form
(SA-112). He or she may then ship hisor
her products and/or literature and mer-
chandising or business-building aids to
the Corporation together with the com-
pleted SA-112 form, whereupon the Cor-
poration will remit arefund to him or her
directly.
5.3.6.2.2. The Corporation will then
make all appropriate Performance Bonus
differential and Leadership Bonus
charges to those IBs who originally
received them.
5.3.6.2.3. The Corporation will also
charge freight costsincurred by the
resigning IBO if the net reimbursement
includes same.

5.3.6.2.4. The Corporation will also
charge a service charge equal to 10% of
the BV of the products being returned to
cover handling and processing charges.
5.3.6.3. IBOs purchasing BSM not pro-
duced by the Corporation must understand
that the source from which they acquired
such materialsis responsible for honoring
any buy-back agreement. IBOs who elect
to purchase BSM not produced by the Cor-
poration are encouraged to negotiate an
understanding regarding any buy-back
guarantee at the time of purchase. The
Corporation cannot assist in procuring
such refund.
5.3.7. Independent Relationship: IBOs
shall not represent or imply, either directly or
indirectly, that thereis an employment rela-
tionship between themselves and the IBOs
whom they have registered.
5.3.8. Instruct Compliance with the Rules:
An IBO shall use his or her best effortsto
encourage each of hisor her personally reg-
istered IBOsto fully comply with these
Rules and to conduct their IB in accordance
with the law and official literature of the
Corporation.

5.4. Responsibilities of an IBO at the
Platinum Level or Above

5.4.1. Requalification: To attain and retain
thetitle and privileges of an IBO at the Plat-
inum level or above, an IBO must initially
qualify and then requalify each fiscal year
(Sept. 1 to Aug. 31). The requirements of
qualification and requalification are specified
in the Business Compendium.
5.4.2. Responsibilities: Included among the
responsibilities and functions of a Platinum
or above are the duties to:
5.4.2.1. Maintain adequate stocks of prod-
ucts, literature and sales aids or assure that
IBOsin their Persona Group have aterna
tive methods by which to obtain their busi-
Nness needs.
5.4.2.2. Seethat any Performance Bonus
which is received monthly from the Corpo-
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ration, but not paid directly to an IBO by
the Corporation, is promptly processed and
redistributed.

5.4.2.3. Conduct or provide access to peri-
odic sales meetings for the purpose of
training and inspiring the IBOswho arein
their Persona Group and maintain frequent
mail or phone contact with all IBOsin their
Personal Group.

5.4.2.4. Enforce the Rules of Conduct, as
described herein and in other Corporation
manuals, in their Personal Group.

5.4.2.5. Protect the registration rights of
each IBO in the Group.

5.4.2.6. Obtain properly completed IBO
Registration Forms from all personsin their
Personal Group. This responsibility also ap-
pliesto annual Intent to Continue Forms.
5.4.2.7. Trainthe IBOsin their Personal
Group in the operation of the Satisfaction
Guarantee on products and services sold to
Members and Clients as stated in the Busi-
ness Compendium and Rule 4.7.
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powers and discretion under 6.1 above:
6.2.1. Any IBO (including a Platinum or
above) who wants to change Sponsors must
submit awritten request to the Corporation
accompanied by (1) awritten release signed
by all the IBOsin hisor her Line of Sponsor-
ship up to and including the first qualified
Platinum or above, and (2) awritten accep-
tance from the new IBO and new Platinum or
above. The written acceptance from the new
Sponsor and Platinum or above confirms that
they will incur all responsibilities of the
transferring IBO, including redemption of
Nutrilite stamp cards, and Business Volume
Vouchers. The Corporation will aso contact
any International Sponsor and International
L eadership Bonus recipients and will allow
30 days for comment.

6.3. Group Transfers: A group transfer in-

volvesthe transfer of an IBO with al or some

of hisor her Personal Group. Without limiting

or restricting in any way the Corporation’s

powers and discretion under 6.1 above:

6. Preservation of the Line of
Sponsorship
6.1. Protection of the Line of Sponsor ship:
The sale of an ownership interestin an 1B,
transferring IB, merging two I1Bs or separating
or dividing an IB, each inherently involve the
assignment of the IBO Agreement or an
amendment thereof, and, as such, require prior
approval by the Corporation.
6.1.1. Thetransfer of an IBO (with or without
his or her group) essentially movestheregis-
tration of that 1B from one IBO to another.
6.1.2. When an IB is sold, such IB shdl remain
in the same Line of Sponsorship; it isnot trans-
ferred to the buyer’s Line of Sponsorship.
6.1.3. Transfers may not be used to strategi-
caly restructure an IBO'’s Line of Sponsor-
ship or Persona Group.
6.2. Individual Transfers: Anindividual trans-
fer involvesthe transfer of an IBO without any
of hisor her registered IBOs. Without limiting
or restricting in any way the Corporation’s
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6.3.1. An IBO who wishesto transfer to a
different Sponsor with all or part of hisor her
Persona Group must submit awritten re-
quest to the Corporation accompanied by the
written consent from all IBOs in his or her
Line of Sponsorship up to and including the
first IBO who isqualified at the Platinum
level or above and al IBOswho are qudified
at the Platinum level or above up to and in-
cluding thefirst IBO who is qualified at the
Emerald level or above.
6.3.1.1. If thefirst upline IBO who is quali-
fied at aformal award level isaqualified
Emerald or above, written consent must be
received from the next IBO who is quali-
fied at the Platinum or above who is upline
from that Emerald.
6.3.1.2. The Corporation will then notify
the first qualified upline Diamond IBO and
alow fifteen days for comment.
6.3.2. The transfer request must be accompa-
nied by written consents of al those IBOs,
including those internationally registered,
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whom the transferring IBO wishes to take
with him or her and the written acceptance
of the transfer, signed by the new Sponsor
and Platinum or above IBO in the Line of
Sponsorship to which the requester wants to
be transferred.
6.3.2.1. The Corporation will also contact
any International Sponsor and Interna-
tional Leadership Bonus recipients and
will allow 30 days for comment.
6.3.3. No IBO currently recognized by the
company as a Group Leader (e.g., Silver Pro-
ducers, Gold Producers, Platinum, or Ruby,
etc.) can be transferred with his or her Per-
sonal Group under this Rule.
6.3.3.1. A former Group Leader IBO may
be transferred with his or her Personal
Group if more than two (2) full years have
elapsed since the last fiscal year in which
the IBO was recognized as such, provided
there has been compliance with the proce-
dures outlined above.
6.3.4. All residual bonuses (e.g., MCI usage)
will continue to be credited to the IBO num-
ber, which initiated the account, aslong as
the IBO number remains valid.
6.4. Six-Month I nactivity: An IBO who
wishesto TERMINATE (by resignation or fail-
ureto renew) hisor her IB under hisor her pre-
sent Sponsor and who thereafter becomes
inactive for a period of six or more consecutive
months shall cease to be an authorized IBO and
may, following the lapse of said inactive period,
register asanew |1BO under a new Sponsor.
The date on which the Corporation receives the
letter of resignation begins the inactivity period.
A letter of confirmation is sent by the Corpora-
tion to the IBO and his or her Line of Sponsor-
ship acknowledging the start of the inactivity
period. A person who has not renewed and has
not submitted aletter of resignation will be
considered to have submitted his or her intent
on the date his or her IB expired and must re-
main inactive six months from that date. Appli-
cants may not apply under thisRuleto
become a partner in an already existing IB.

6.4.1. Toregister asan IBO under this Rule,
the applicant must complete anew 1BO Reg-
istration Form which may be obtained from
the Corporation. When the Corporation re-
ceives an |BO Registration Form, it notifies
the original 1BO at the Platinum level or
above of the fact and grants him or her 15
daysto file an objection to the inactivity
claim. If evidence of activity during the
six-month period is substantiated, the Corpo-
ration will refuse to honor the registration
under the new Sponsor. Theright of an IBO
to contest the sponsorship of aformer IBO
who is now registered under a different
Sponsor ceases when two years have elapsed
since the date the Corporation accepted the
registration under the new Sponsor.
6.4.2. Definition of Inactivity: Inactivity for
purposes of this Rule shall mean that during
the period of inactivity, the IBO shall be
completely inactive, which means such IBO:
6.4.2.1. shall not have purchased products
or services of the Corporation asan IBO
for personal use (although he or she may
do so asaMember or Client);
6.4.2.2. shall not have sold any products or
services of the Corporation except pur-
suant to the “buy-back” policy, shall not
have engaged in any phase of a product
sale/purchase (e.g., taking an order, mak-
ing adelivery, or accepting payment);
6.4.2.3. shall not have presented the IBO
Plan to any prospective IBOs;
6.4.2.4. shal not havefiled an Intent to
Continue Formfor the renewal of hisor
her IB;
6.4.2.5. shall not have attended any recruit-
ing, training or motivational meeting
conducted by any IBO or any Corporation-
sponsored meetings; and
6.4.2.6. shal not have accepted or received
any payment of bonuses, such as ongoing
bonuses or normal monthly bonuses.
6.4.2.7. For purposes of this Rule, the fol-
lowing shall not constitute activity and do
not, therefore, interrupt the running of the

Rev. January 2000



six-month inactivity period so long as the
former IBO is otherwise inactive:
6.4.2.7.1. procuring and/or submitting a
written request for transfer;
6.4.2.7.2. filing an application for an
informal or formal conciliation; or
6.4.2.7.3. directing an inquiry to the Cor-
poration asto the status of hisor her IB.
6.4.2.8. During the inactive period, the for-
mer IBO must not participate in any activ-
ity under another 1B in the name of his or
her parents, siblings or others or he or she
shall be determined as “active” for the pur-
poses of this Rule.
6.4.2.9. All ongoing bonuses will continue
to be credited to the IBO number that initi-
ated the contact aslong as the number re-
mains valid. Once that 1BO number
becomesinvalid, al ongoing bonuses will
be paid to the registering IBO of the former
IBO. Aninactive IBO who has not formally
resigned could have a“ current” IBO num-
ber on the Corporation’s files and could be
sent abonus as aresult. Therefore, accept-
ing any of these bonuses congtitutes activity
during his or her inactivity period.
6.4.2.10. When either a husband or wifeis
an IBO, both must fulfill the six-month
inactivity requirements before one or both
can be registered again asan 1BO.
6.4.2.11. If the IBO who is changing Spon-
sors under this Rule also has any interna-
tionally registered IBOs, the IBO's
internationally registered IBOs are for-
feited once the six-month inactivity period
has begun and the Corporation has ac-
knowledged it in writing.
6.4.3. Two-Year | nactivity: An IBO who
transfers to, or who following six months of
inactivity, applies for registration under a dif-
ferent Sponsor pursuant to the provisions of
this Rule, may not be registered by any IBO
who was previously above him or her in his
or her origina Line of Sponsorship up to and
including the first IBO qudlified at the Plat-
inum level or above, or below him or her in
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his or her former Persona Group down to
and including the first IBO qualified at the
Platinum level or above, unless at least two
years have elapsed since the termination of
his or her IB.
6.4.4. An 1BO who transfersto, or who, fol-
lowing six months of inactivity, registers under
adifferent Sponsor pursuant to the provisions
of thisRule, shall have no right to register in
his or her new Persona Group any IBO who
was previoudy above him or her in hisor her
original Line of Sponsorship up to and includ-
ing thefirst IBO qualified at the Platinum level
or above, or below him or her in hisor her for-
mer Persona Group down to and including the
first IBO qudified at the Platinum level or
above. However, an IBO who has been inactive
for aperiod of two yearsfollowing hisor her
resignation may be registered by any Sponsor,
including his or her former Sponsor who may
have since been transferred to or registered by
adifferent Sponsor.
6.4.5. An IBO’s continuing business activity
in another country will not affect his or her
eligibility to register again after six months
of inactivity asan IBO in any other country
in which the Corporation conducts business.
6.4.6. A formerly foster-registered IBO may
register again subject to paragraphs6.4.1, 6.4.2,
6.4.3, and 6.4.4 and the following conditions:
6.4.6.1. at the time of registration, the for-
mer |BO must specify whether or not he
wishes to be internationally and foster
sponsored again, and
6.4.6.2. aformer IBO may not be person-
ally sponsored by a Sponsor who was pre-
viously above him or her in hisor her
origind line of foster sponsorship up to
and including thefirst IBO qualified at the
Platinum level or above, or below him or
her in hisor her origina Persona Group
down to and including the first IBO quali-
fied at the Platinum level or above unless
two or more years have elapsed since the
termination of hisor her IB.
6.4.7. Corrective Action: If any provisionsto
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this Rule are violated, the Corporation may
take corrective action, which may include, but
isnot limited to, the termination of the violat-
ing IBO's business, and transfer of his or her
former Personal Group and/or the Business
Volume generated during the period of viola
tion to the appropriate Line of Sponsorship.
6.5. Reserved
6.6. Sale of an 1B: An1BO who owns and
operates an 1B (whether or not qualified asa
Platinum or above IB) may sell hisor her
ownership interest in such IB only to another
authorized IBO. The Corporation requires that
specific terms of sale beincluded in any sales
agreement. Such terms and a sample sales
agreement may be obtained from the Corpora-
tion. In order to preserve the Line of Sponsor-
ship, the selling IBO must offer hisor her IB in
the following order of priority:
6.6.1. the first option to purchase belongsto
his or her International Sponsor, who retains
throughout the sales negotiations to sell the
IB the right to acquire the same by meeting
the price and conditions of any bona fide of-
fer received by and deemed acceptable to the
Sdller;
6.6.2. the second option to purchase belongs
to hisor her local Foster Sponsor so long as
the first option has not been exercised. In the
event the selling IBO has no International
Sponsor, the local Sponsor retains throughout
the sale negotiationsto sell the IB theright to
acquire same by meeting the price and condi-
tions of any bonafide offer received by and
deemed acceptable by the Seller;
6.6.3. the third option, exercisable so long as
thefirst or second options above have not
been exercised, belongs to any one of the
Seller’s personally registered IBOs;
6.6.4. the fourth option, exercisable so long
asthefirst, second or third options above
have not been exercised, belongsto any
qualified Platinum IBO or above either up or
down the Line of Sponsorship to the next
qualified Diamond,;
6.6.5. The final option, exercisable so long

asthefirgt, second, third or fourth options
above have not been exercised, belongsto
any IBO in good standing in any Line of
Sponsorship who meets the following crite-
ria, as reasonably determined and approved
by the Corporation:
6.6.5.1. Possesses sufficient expertisein
the business so as to demonstrate a com-
plete and accurate understanding of the
IBO Plan and the business;
6.6.5.2. Possesses a complete and accurate
understanding of the Rules of Conduct and
demongtrates awillingness to abide by them;
6.6.5.3. Possesses adequate resources to
operate the seller’s IB and to provide nec-
essary training and support;
6.6.5.4. Possesses an understanding of any
relevant market factors that may impact the
operation of the seller's IB;
6.6.5.5. Isnot currently engaged in any dis-
pute or possess any conflict which may im-
pact their ability to operate the seller’sIB.
6.6.6. Such sale shall not become final and
no changes in ownership will beimple-
mented until the sales agreement has been
received and approved by the Corporation.
6.6.7. If the IBO wishesto sell hisor her IB
under terms and conditions different from
those of hisor her first offer, the IB must be
once again offered for sale under the revised
terms and conditions in accordance with the
order of priority indicated above.
6.7. Mergersand Combinations of IBs: No
merger or combination of two or more existing
IBs by reason of intentional affirmative act on
the part of the owners shall be permitted which
resultsin the merging IBs obtaining any level
of achievement.
6.7.1. Only those mergers or combinations re-
sulting from failure to file a Notice of Intent
to Continue Form, termination, resignation,
death (with no designation of succession by
heirs), or someinvoluntary event or cause be-
yond the control of any of the owners, shall
be permitted, provided, however, that a per-
missible merger and combination must not be
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implemented until same has been reviewed
and approved by the Corporation.
6.7.2. Under no circumstances will the Cor-
poration approve a merger which resultsin an
IBO attaining a higher award level.
6.8. Two IBsRule: An IBO may own or have
an ownership interest in only one IB except as
provided below:
6.8.1. where two IBOs marry and one or both
have attained the Platinum level or above
prior to marriage pursuant to Rule 3.2.2;
6.8.2. where an existing |B purchases another
IB pursuant to Rule 6.6;
6.8.3. where an IBO (transferor), in order to
facilitate the transfer of hisor her IB in the
event of hisor her death, requests the name of
another existing IBO be added to his or her
IB. The name of the transferor(s) must con-
tinue to be on the IB until his or her death,
and supporting estate-planning documentation
must be provided to the Corporation;
6.8.4. where an existing IBO inherits al or a
portion of an IB; and
6.8.5. in the event an IBO owns or has an own-
ership interest in two or more | Bs pursuant to
this Rule, he or she may operate such IBs
jointly under asingleincorporated, limited lia-
bility company or partnership umbrella, but the
Corporation shall continue to carry such IBs
and will only recognize them as separate, indi-
vidua IBsfor both award and bonus purposes.
6.9. Integration: An IBO who is a parent may
integrate his or her IB with his or her child's
(children’s) IB provided the following conditions
are met:
6.9.1. the child(ren) must be personally regis-
tered by the parents;
6.9.2. the child's (children’s) IB must have
operated as a separate |B for not less than 10
years,
6.9.3. the child(ren) shall have achieved the
level of at least Platinum as of the implemen-
tation date;
6.9.4. upon integration, the parent(s) and
child(ren) agree to relinquish al rightsto
awards and reward level personally achieved
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in their own IBs;
6.9.5. request for integration shall be madein
writing at least 12 months prior to the imple-
mentation date;
6.9.6. in the event that the parent(s) are de-
ceased or are not mentally or physically ca-
pable of running the IB before conditions
6.9.2 and 6.9.3 above have occurred, the chil-
dren inheriting the IB of their parent(s) shall
have the right to integrate the separate IBsin
accordance with this Rule;
6.9.7. provided the above conditions are met,
the Legal and Ethics Committee of the IBOAI
Board shall review such request and provide
the Corporation with arecommendation. The
Corporation shall evaluate the request in light
of such recommendation and the goals, objec-
tives and benefits of the IBO Plan; and
6.9.8. upon the granting of the request for in-
tegration by the Corporation, implementation
shall be asfollows:
6.9.8.1. the implementation date shall be
September 1 after the passing of at least
one full fiscal year following receipt of the
written request;
6.9.8.2. a the implementation date, the
child(ren) and parent(s) are eligible for all
awards and recognition to the separate IBs
earned during the previous fiscal year; and
6.9.8.3. al awards and recognition, based
on the combined IBs, shall begin accruing
as of the implementation date. Thus, any
higher awards based on the combined IBs
will be awarded upon completion of quali-
fication after the implementation date.
6.10. Divorce, Separation or Other Dissolu-
tion: Whenever an IB isto be separated or di-
vided asaresult of adivorce, or a partnership or
corporate dissolution, such separation or division
must be accomplished in such away as not to
adversely affect the interests and/or income of
IBOs above that 1B in the Line of Sponsorship.
IBOs who become involved in divorce suits or
partnership or corporate dissolutions must give
proper consideration to their registered IBOs as
well asto the IBOs above them in the Line of
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Sponsorship. They must conduct themselves so
as not to endanger or destroy their Personal
Group of IBOs or to adversely affect thein-
come of their Personal Group or of their upline
IBOs. If they fail or refuse to provide for the
best interest of IBOs in the Line of Sponsor-
ship, then the Corporation will have no choice
but to step in, remove the parties as Sponsors,
and move the entire organization up the Line of
Sponsorship to the next qualified Sponsor. It
may even be necessary to terminate the IB that
isbeing divided or separated.
6.10.1. During the Pendency of Divorce or
Dissolution: During the pendency of adi-
vorce or partnership or corporate dissolution,
the parties must adopt one of the following
methods of operation:
6.10.1.1. If one of the partiesiswilling to
relinquish hisor her right and interest in
the I B, thereby leaving his or her spouse or
partner(s) to manage the IB, he or she may
do so by executing an assignment of such
interest to the spouse or to his or her part-
ner(s). A form of such assignment is avail-
able from the Corporation. When the
withdrawing party has signed the assign-
ment and filed with the Corporation, the
Corporation’s records will be changed to
show ownership of the IB in the sole
name(s) of the remaining IBO(S).
6.10.1.2. If both spouses in adivorce situa-
tion agree that, despite their domestic diffi-
culties, they can continue to operate the IB
jointly on a“business-as-usual” basis dur-
ing the pendency of the divorce action,
they may do so. In such case, al bonuses
will continue to be paid in the joint names
of the IBOs involved.
6.10.1.3. If al partiesto a partnership
agree that, despite their desire to dissolve
the partnership, they continue to operate
the IB jointly on atemporary basis, they
may do so, provided they continue to per-
form al the responsibilities of a sponsor.
All bonuses will continue to be paid in the
joint names of the partners pending the
final agreement of dissolution.

6.10.1.4. If the partiesin adivorce action or
in a partnership or corporate dissolution do
not agree to operate under aternatives
given in the three preceding paragraphs,
then they must make arrangements to have
their IB operated by athird party asare-
ceiver until the divorce or partnership or
corporate dissolution has been completed.
Their Sponsor, Platinum or athird party
acceptable to all parties may be selected to
act asreceiver during the pendency of the
divorce or dissolution action. The parties
must reasonably compensate the “ receiver”
for handling the business during the pen-
dency of the divorce or dissolution action.
6.10.2. May Not Participatein Operation
of Any Other 1B: During the pendency of a
divorce, neither party may operate nor partic-
ipate in the operation of the IB of any other
IBO.
6.10.2.1. Rule 3.2 of the Rules of Conduct
providesthat, if ahusband and wife both
wish to be IBOs, they must be registered
together asasingle IB. A husband or wife
may not be registered in different Lines of
Sponsorship, nor may they register each
other. This Rule applies until suchtimesas
the parties are no longer husband and wife as
determined by a Fina Order or Judgment en-
tered by acourt of law. Thismeansthat Rule
3.2 gpplies even when adivorceis pending
or, dthough there is no pending divorce, the
parties are no longer living together. There-
griction againgt a husband and wife operat-
ing separate | Bs does not end until a court of
competent jurisdiction has entered a Final
Decree or Judgment of Divorce and a certi-
fied copy of the Decree or Judgment has
been filed with the Corporation.
6.10.3. Post-Divorce Operation of an | B:
Divorcing parties may, after aFinal Decree
or Judgment of Divorce, or for IBOsaFina
Separation Agreement or other domestic
contract that contains alegally enforceable
Property Settlement or Division of Assets
that addresses their IB, operate asingle or
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separate | B in accordance with the following must be accompanied by the written con-
provisions: sent of all non-qualified IBOs and non-

6.10.3.1. IBOsat any leve of achievement

may choose one of the following two options:
6.10.3.1.1. The parties may agree to con-
tinue to operate their IB in the form of a
partnership or corporation even though
they are no longer husband and wife. In
such a case, however, they must enter a
formal written partnership agreement or
a shareholder agreement that defines
their respective rights and obligations
and file an executed copy of same with
the Corporation.
6.10.3.1.2. One former spouse may com-
pletely relinquish dl rightsin the origi-
nal IB, including al registered IBOs, to
the other former spouse, at which time
the withdrawing party is free to immedi-
ately (a) sign as an IBO under his or her
former spouse, (b) register asan IBO un-
der hisor her original Sponsor, or (c)
register as an IBO with acompletely dif-
ferent Sponsor of his or her choosing.
6.10.3.1.3. IBOswho are qualified at the
Platinum level or above may aso divide
their business with one spouse maintain-
ing ALL legs currently, or within the past
two years, recognized by the Corporation
asa Group Leader (i.e., Silver Sponsor,
Silver Producer, Gold Producer) or Plat-
inum I1BO or above, and the other former
spouse maintaining all, some or none of
the remaining 1Bs. The spouse maintain-
ing any currently qualified legs or any
IBOs recognized within the past two
years as a Group Leader, will beregis-
tered by the spouse maintaining the non-
qualified/non-group leader legs. All
bonuses will be paid in the normal man-
ner on the merits of each spouse’'sindi-
vidual IB.

In order to be permitted to divide their
IB as discussed above, the divorcing par-
ties must put their request in writing
signed by both parties, and such request
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Group L eaders whom the divorcing IBOs
wishesto take with him or her. Addition-
ally, such reguest must be accompanied
by awritten release signed by al IBOsin
their current Line of Sponsorship up to
and including thefirst IBO qualified at the
Platinum level or above and by all IBOs
qualified at the Platinum level or above
up to and including the first qualified
Emerald IBO. The Corporation will then
notify the first qualified upline Diamond
IBO of the request and will alow 15 days
for comment. If thefirst IBO qualified at
aformal award level isan Emerad IBO,
then awritten release must be received
from the first qualified upline Platinum
IBO above the Emerald, as there could
be an effect on Depth Bonus. The Corpo-
ration will also contact any International
Sponsor and International Leadership
Bonus Recipients and will alow 30 days
for comment. All changesto aLine of
Sponsorship pursuant to this Rule are
subject to the Corporation’s approval.

It isthe responsibility of the divorcing
parties and the parties who sign the nec-
essary releases to understand the effect
this option may have on their current and
future income.
6.10.3.1.4. Qualified Emeralds or above
may divide their IB in any way they
choose, thereby creating two separate IBs,
one of which may be registered by the
other, in which case a*phantom IB” will
be imposed over their separate IBs. Under
the “phantom IB” arrangement, regardless
of how the parties may split their IB and
regardless of the fact that one may register
the other, their separate IBs will be con-
sidered asingle IB for purposes of deter-
mining monthly bonuses to be paid to
their sponsors and to other IBOs up the
Line of Sponsorship. Although the parties
will function astwo separate IBOs so far
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asthey themselves are concerned, so far
astheir individua 1Bs are concerned, and
so far astheir registered IBOs are con-
cerned, the Corporation will combine the
volumes from each of the IBs asif the
parties had never been divorced or had
never divided their IB for purposes of
cdculating and paying monthly bonuses
upline. Consequently, the IB of onefor-
mer spouseis not permitted to earn a

L eadership Bonus or aMonthly Depth
Bonus on the volume of the IB of the for-
mer spouse. Only one L eadership Bonus
and one Monthly Depth Bonus will be
paid, and such bonus will be paid to the
appropriate upline IBOs in accordance
with the IBO Plan.

Even though the original 1B is divided
into two separate I1Bs, the Corporation
will, if the former spouses request, recog-
nize both newly created IBsasasingle
entity for purposes of determining annual
bonuses. Thus, the “phantom IB” ar-
rangement will continue the previously
existing IB for purposes of calculating
and paying higher award level bonusesto
the original partners. If one former spouse
registers the other, the downline IBOs at
maximum Performance Bonus level will
not count as aqualifying “leg” for award
purposes. The Corporation will issue dl
annual bonus checksin the joint names
of the former spouses, leaving it to them
to determine how the funds are to be di-
vided. The former spouses must agree
that both will endorse the check before it
is deposited or cashed and that they will
indemnify the Corporation againgt any
claim by the other asto any improper reg-
istration or misappropriation of the bonus
proceeds.

Whenever an Emerad or above IB is
divided between former spouses, both of
the former spouses are permitted to attend
any function which their former pin level

would have entitled them for one calendar
year following the calendar year in which
the divorce occurred. For example, any
two individuals will be permitted to at-
tend either Diamond Club or Executive
Diamond Council functions during the
year in which the divorce occurs and one
caendar year thereafter. In the second
calendar year, neither party will beinvited
to attend either Diamond Club or Execu-
tive Diamond Council meetings until they
have separately built their respective IB to
the required pin level.

Once an IB has been divided into two
IBs, the new IBswill no longer be con-
sidered as asingle combined 1B for
purposes of future higher pin/award
recognition, but each separate |1B must
thereafter qualify on its own.

Each spouse’s IB will be assigned a
new IBO number. The number assigned
to their former IB will be reserved for
two years following the Corporation’s
fiscal year in which the divorce becomes
final in order to accommodate bonus or
other monetary adjustments which may
be required as aresult of aFinal Decree
or Judgment of Divorce or other appro-
priate court order. Moreover, the former
number will not be assigned to any other
IBOsfor at least one additional twelve
(12) month period.

To effect adivision of the B and to
permit the former spouses to operate sep-
arate I1Bs, the Corporation will require
that the partiesfile (1) a certified copy of
the Final Decree or Judgment of Divorce
together with an executed copy of the
Property Settlement Agreement, if any,
which may have been incorporated into
the Final Decree or Judgment of Divorce,
or (2) aproperly executed “Assignment
of IB” form, where the parties have
agreed to the complete withdrawal from
the origina |B by one of the spouses.
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6.10.4. Post Dissolution of a Partner ship

I B: Partners who wish to dissolve a partner-
ship 1B may, following such dissolution,
operate separate | Bsin accordance with the
following provisions:

6.10.4.1. For IBOs at any level of achieve-
ment, any of the partners may completely
relinquish al rightsin the original IB, in-
cluding all registered IBOs, to the other
partner(s), at which time the withdrawing
party isfreeto (a) sign asan IBO under his
or her former partner(s), (b) signasan IBO
under his or her original sponsor, or (C)
signasan IBO in acompletely different
Line of Sponsorship of his or her choosing,
provided that such withdrawal is not done
to circumvent the six-month inactivity pro-
vision of Rule 6.4.
6.10.4.2. IBOs qualified at the Platinum
level or above may also divide their business
with one partner maintaining ALL legs cur-
rently, or within the past two years, recog-
nized by the Corporation as a Group L eader
(i.e. Silver Sponsor, Silver Producer, Gold
Producer) or Platinum IBO or above, and
the other partner maintaining all, some or
none of the remaining IBOs. The partner
maintaining any currently qualified legs, or
any IBOs recognized within two yearsas a
Group Leader, will be registered by the part-
ner maintaining the non-qudified/non-group
leader legs. All bonuses will be paid in the
normal manner on the merits of each part-
ner'sindividua IB.

In order to be permitted to divide their
IB as discussed above, the dissolving part-
nership must put their request in writing
signed by all partners, and such requests
must be accompanied by the written con-
sent of al non-qualified IBOs and non-
Group Leaders whom the dissolving
partners wish to take with him or her. Addi-
tionally, such request must be accompanied
by awritten release signed by al IBOsin
their current Line of Sponsorship up to and
including thefirst IBO qualified at the Plat-
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inum level or above and by all IBOs quali-
fied at the Platinum level or above up to and
including thefirst qualified Emerald. The
Corporation will then notify the first quali-
fied upline Diamond I1BO of the request and
will allow 15 days for comment. If thefirst
IBO qualified at aformal award level isan
Emerald IBO, then awritten release must
be received from the next upline IBO who
isqualified at the Platinum or above level
above the Emerald, as there could be an ef-
fect on Depth Bonus. The Corporation will
also contact any International Sponsor and
International Leadership Bonus recipients
and will allow 30 days for comment. All
changesto a Line of Sponsorship pursuant
to this Rule are subject to the Corporation’s
approval.

It isthe responsibility of the dissolving
partners and the parties who sign the neces-
sary releases to understand the effect this
option may have on their current and future
income.

6.10.4.2.1. Qualified Emeralds or above
may divide their IB in any way they
choose, thereby creating two separate IBs,
one of which may be registered by the
other, but a“phantom IB” arrangement
will be imposed over their separate IBs.
Under the “phantom IB” arrangement,
regardless of how the parties may split
their IB and regardless of the fact that one
may be the Sponsor of the other, their sep-
arate IBswill be considered asingle IB
for purposes of determining monthly
bonuses to be paid to their sponsors and to
other IBOs up the Line of Sponsorship.
Although the parties may function as two
separate IBOs as far as they themselves
are concerned, asfar astheir individua
IBs are concerned and asfar astheir
registered IBOs are concerned, the Corpo-
ration will combine the volumes from
both IBs asif the parties had never di-
vided their IB for purposes of calculating
and paying monthly bonuses upline. Con-
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sequently, the IB of one former partner is
not permitted to earn a Leadership Bonus
or aMonthly Depth Bonus on the volume
of the IB of the other former partner.
Only one Leadership Bonus and one
Monthly Depth Bonus will be paid, and
such bonuswill be paid to the appropriate
upline IBO(s) in accordance with the IBO
Plan. The responsibility for fulfilling
minimum bonus guarantees as between
the IBs of the former partnerswill be al-
located in accordance with the IBO Plan.

Even though the original IB is divided
into two separate |Bs, the Corporation
will, if the former partners request, rec-
ognize both newly created IBsasasin-
gle entity for purposes of determining
annual bonuses. Thus, the “phantom IB”
arrangement continues the previously
existing 1B for purposes of calculating
and paying higher award level bonuses
to the origina partners. If one former
partner registers the other, the downline
registered |BOs at maximum Perfor-
mance Bonus level will not count asa
qualifying “leg” for award purposes. The
Corporation will issue annual bonus
checks in the joint names of the former
partners, leaving it to them to determine
how the funds are to be divided. The for-
mer partners must agree that both will
endorse al checks before they are de-
posited or cashed and that the former
partners will indemnify the Corporation
against any claim by any other asto any
improper registration or misappropria-
tion of the bonus proceeds.

Whenever an IB at the Platinum level
or above is divided between former part-
ners, two individuals from the origina
partnership IB are permitted to attend any
function which their former pin level en-
titled them to attend for one caendar year
following the caendar year in which the
partnership dissolution occurred. For ex-
ample, two individuals will be permitted

to attend Diamond Club or Executive Di-
amond Council functions during the year
in which the partnership dissolution oc-
curs and one calendar year thereafter. In
the second year, neither will be invited to
attend either Diamond Club or Executive
Diamond Council meetings until each of
them has separately built their respective
IB to the required pin level.

Once an IB has been divided into two
IBs, the new 1B will no longer be consid-
ered asasingle combined IB for purposes
of future higher pin/award recognition,
but each separate IB must thereafter qual-
ify onitsown.

Each partner’s 1B will be assigned a
new 1BO number. The number assigned
to their former IB will be reserved for
two years following the Corporation’s
fiscal year in which the partnership dis-
solution becomes final and in order to
accommaodate bonus or other monetary
adjustments which may be reguired in
accordance with the Partnership Dissolu-
tion Agreement. Moreover, the former
number will not be assigned to any other
IBO for at least one additional twelve
(12) month period.

In order to divide or separate an IB
formerly operated by partners, the Cor-
poration requires that it be provided with
(1) aproperly executed “Assignment of
IB” form if the parties have agreed to
complete withdrawal from the original
partnership IB by one or more of the
partners or (2) a properly executed Part-
nership Dissolution Agreement outlining
the terms of the separation of the former
partnership IB.

6.11. Disposition of an IB: If an IBO resigns
his or her IBO Registration, or failsto renew it
within the required time period or dies without
leaving heirs who are ready, willing and able to
become an IBO and assume the responsibility
of the direction of the IB, the Corporation, at
its sole discretion, shall decide the future of the
IB in accordance with these Rules.
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7. Business Support Materials
Some IBOs offer for saleto other IBOsin their
Persond Group avariety of business-building,
training and merchandising aids such as books,
magazines, flip charts and other printed materi-
as, onlineliterature, Internet Web sites, audio
and video tapes, rdlies, meetings and educational
seminars and other types of materials designed to
assist IBOsin building their businesses, which
are not produced by the Corporation (“Business
Support Materias’ or “BSM”). BSM are entirdly
optiona and IBOs who chooseto sdll, purchase
or utilize such BSM must comply with this Rule.
IBOswho choose to sdll or distribute BSM must
emphasize that the purchase of BSM is gtrictly
voluntary; no IBO may ever require ancther IBO
to purchase any BSM. IBOs may not offer to sell
BSM to prospects, including Members or Clients.
The Corporation does not endorse the repre-
sentations made in any BSM. The Corporation’s
review is solely for the determination of compli-
ance with its Rules of Conduct and business
practices and policies. IBOs may not offer to sell
BSM to prospects (including Members and
Clients), nor require the purchase of BSM asa
precondition to becoming a Client, Member
or IBO.
7.1. Prospects: BSMs may be used with
prospects only in accordance with the following:
7.1.1. IBOs must not use with prospects, sell or
distribute to prospects, or say, suggest or imply
that any BSM have been authorized for use
with prospects without the prior written autho-
rization of the Corporation. All BSM shall dis-
play the dates they were published or recorded,
and the name of the publisher/producer.
7.1.2. IBOs must not use with prospects or
distribute to prospects BSM which suggest,
imply, promise or guarantee, either directly
or indirectly, that any specific level or
amount of sales, income, profit or earnings
may be derived from an IB, or from selling
any specific line or lines of the Corporation’s
products.
7.1.3. IBOs who have received authorization
to use BSM from the Corporation in accor-
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dance with these Rules of Conduct shall
place on the BSM the following legend or its
equivalent: “ Content Reviewed,” followed by
the content review identification number. The
Corporation reserves the right to limit the du-
ration of such authorization, provided how-
ever that should the BSM be revised before
the expiration of such authorization, the re-
vised BSM must be resubmitted for autho-
rization prior to republishing.
7.1.4. The provisionsof 7.2, 7.2.1, 7.2.2,
7.2.3,7.2.4and 7.2.5 a so apply to BSM cov-
ered by 7.1.

7.2. Exiging |1BOs. BSM may be used with exist-

ing IBOs only in accordance with the following:
7.2.1. IBOs shall not use or distribute any
BSMswhich contain any presentation, expla-
nation or illustration of the IBO Plan, or any
part thereof unless expressly authorized by
the Corporation as provided herein. The con-
tent of BSMs must comply with the Rules of
Conduct and shall not infringe in any way on
the Corporation’s copyrights, trademarks or
other intellectua property rights.
7.2.2. BSMsrelating to the uses of products
offered by the Corporation, characteristics of
the products offered by the Corporation
and/or performance of products offered by
the Corporation shall not be produced, sold
or distributed by IBOs unless expressly au-
thorized by the Corporation. IBOs may incor-
porate into their newdletters or includein
their recorded or written presentations full
and exact reproduction(s) of materials set
forth in literature produced and distributed by
the Corporation, provided however such re-
productions may only utilize dated materials
for the time period specified in the Corpora-
tion's materials.
7.2.3. 1BOs may produce BSMs dealing with
general subjects of a“how-to” nature, includ-
ing “how to sell products,” “how to conduct
training meetings,” “how to manage inven-
tory,” “how to motivate people”’ and “motiva-
tional success stories,” etc. However, BSM
dealing with “how to show the IBO Plan”
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must be expressly authorized by the Corpo-
ration. In addition to the requirements set
forthin 7.2.5. below, such BSM shall bear
the legend “For Existing IBOs Only.”
7.2.4. No 1BO may produce, sell and/or dis-
tribute any BSMs which are deceptively sim-
ilar to literature or material published and
distributed by the Corporation to its IBOs or
which could create theimpression in area
sonable mind that such literature or material
emanated from the Corporation or that its
publication or distribution was authorized by
the Corporation.
7.2.5. 1BOs who have received authorization
to use BSM from the Corporation in accor-
dance with these Rules of Conduct shall
place on the BSM the following legend or its
equivalent: “ Content Reviewed,” followed by
the content review identification number.
The Corporation reserves the right to limit
the duration of such authorization, provided
however, that should the BSM be revised be-
fore the expiration of such authorization, the
revised BSM must be resubmitted for autho-
rization prior to republishing.
7.3. Reserved
7.4. Remedial Action: The Corporation may re-
quire the submission for review of BSM in-
tended for use with existing IBOs which are not
specifically addressed by this Rule, but which
are inconsistent with the Rules of Conduct or
the goals and purposes of the IBO Plan. Asare-
sult of such review, the Corporation may require
that such BSM be modified, or take other appro-
priate action(s) as it deems necessary to protect
the goals and purposes of the IBO Plan.
7.5. Distribution of BSM: The distribution of
BSMsto IBOs shall be in accordance with the
following procedures:
7.5.1. IBOs who agree to make future pur-
chases of BSMs through standing order or
similar arrangements (i.e., arrangements
which do not require the affirmative request
for each future purchase) shall have the right
to cancel or change their order at any time.
Each IBO who sells BSMs under such ar-

rangements shall provide to each purchaser
at least twice a year, during the months of
September and March, the following or sub-
stantially equivalent language conspicuously
printed on a postcard:

“We have a continuing interest in you and
your business. This special message isto
help you evaluate expenses which relate to
BSMs available to you. Your expenditureson
these items should be reasonable compared
to your business volume and profits. You
should review your business expenses and
decide whether you wish to continue pur-
chasing BSMis. The use of BSMsin connec-
tion with your businessis voluntary and must
always be in compliance with the Rules of
Conduct. If you wish to discontinue receiving
future [tape or book, etc.] please return this
postcard. IF WE DO NOT RECEIVE THIS

POSTCARD BY ( ) YOU
WILL CONTINUE TO RECEIVE FUTURE
ISSUES OF [tape or book] ”

7.5.2. 1BOs who choose to sell BSMs and do
s0 in amethod other than standing order
(i.e., amethod which requires the affirmative
request for each purchase), shall include with
the sale of such items during the month of
September each year the following or sub-
stantially equivalent language:

“We have a continuing interest in you and
your business. This special message isto
help you evaluate expenses which relate to
BSMs available to you. Your expenditures on
these items should be reasonable compared
to your business volume and profits. You
should review your business expenses and
decide whether you wish to continue pur-
chasing future BSMIs. The use of BSMsin
connection with your businessis voluntary
and should always be in compliance with the
Corporation’s Rules of Conduct.”

7.5.3. IBOswho choose to sell BSMs shall
not say, suggest, or imply that the use of any
such materials will guarantee success or that
the Corporation requires the use of any
BSM. BSMs shall contain the following or
substantially equivalent language:
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“While the techniques and approaches sug-
gested have worked for others, no one can
guarantee that these techniques and ap-
proaches will work for you. e hope, how-
ever, that the ideas presented here will assist
you in developing a strong and profitable
business. These materials have been pub-
lished independently of the Corporation.”
This same message shall also appear in the
audio portion of any audiotape, BSM or be
communicated through a substantially equiv-
alent means.
7.6. BSM Buy-Back Policy: The Corporation’s
Satisfaction Guarantee and Buy-Back Rule DO
NOT APPLY to any BSMs. The Corporation
will only honor the Satisfaction Guarantee with
respect to its own materials. Upon request, an
IBO who sells BSMs must buy them back from
the original purchaser on commercially reason-
abletermsfor aperiod of 180 days after the
sale thereof; the purchaser must, upon request,
provide proof of purchaseif abuy-back of
BSMs is demanded. The terms of the refund
policy adopted by an IBO selling BSMs, in-
cluding terms regarding procedures for the res-
olution of disputes and the responsible person
for returns, must be clearly communicated to
the purchaser prior to any such sale. Inthe
event such terms do not include the responsible
person for returns, the seller and the purchaser’s
Platinum IBO or above shall be responsible for
handling returns. Selling IBOs shall ensure that
the terms and conditions of any refund policy
adopted comply with all applicable laws.
7.7. Limiting Expenditures; Each IBO who
chooses to purchase or sell BSMs must ensure
that the quantity and cost of BSM are reason-
ably related to the sales volume and profits of
that IB.
7.8. Seminar g/Rallies. Business support of-
fered in the form of seminars, rallies and other
meetings conducted by 1BOs shall adhere to the
following procedures:
7.8.1. Tickets to seminars, rallies and other
mestings shall contain the same statement as
in 7.5.3 above.
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7.8.2. Each IBO who chooses to sell tickets
to seminars, rallies and other meetingsis ob-
ligated to buy back tickets purchased for the
purchaser’s personal use for a period of 30
days after the event, provided the IBO at-
tended the event. Such refund shall be for
that portion of the cost of the affair related to
admission to the meeting, exclusive of the
cost of travel, meals or hotel accommoda-
tions. The terms of the refund policy adopted
by an IBO selling such tickets shall conform
with 7.6 above.
7.9. No Recordings: No IBO may record or
make arecording of, the talks and presentations
made by an employee of the Corporation at any
meeting, corporation sponsored or otherwise,
except upon the prior specific written consent
of the Corporation. An IBO may make asingle
recording of the talks and presentations made
by non-Corporation employees at any company-
sponsored meeting, provided such recording is
for his or her personal use only and is not re-
produced for any purpose.

8. Presentation of the IBO Plan
8.1. Must Not Give False Impression: When
inviting a prospect to hear a presentation of the
IBO Plan, an IBO shall neither directly nor in-
directly through ancther IBO:
8.1.1. give theimpression that the IBO Plan
relates to an employment opportunity,
8.1.2. imply that theinvitation isto asocia
event,
8.1.3. disguise the invitation as a “ market
survey,”
8.1.4. promote the event as a “tax seminar,”
8.1.5. misrepresent the relationship between
the IBO/IB and the Corporation.
8.1.6. directly or indirectly indicate that such
products are merely one line of products dis-
tributed through or as a part of a brokerage
operated by a person, company or organiza-
tion other than the Corporation,
8.1.7. directly or indirectly indicate that the
Corporation’s business, IBOs or products and
services produced by the Corporation are part
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of any business other than the Corporation’s
business,
8.1.8. deny, if asked, that the presentation is
about the IBO Plan, or
8.1.9. imply that it is anything other than a
business event.
8.2. Reserved
8.3. Registration Guidelines: In seeking par-
ticipation of a prospective IBO inthe IBO

Plan, the registering IBO must comply with the

following guidelines:
8.3.1. Must disclose the average profits, earn-
ings and sales figures and percentages as pub-
lished from time to time by the Corporation.
8.3.2. Must use only Corporation-produced
and Corporation-authorized literature. The
Corporation authorizes for use privately pro-
duced Business Support Materials which
have been submitted to the Corporation
through a qualified EDC member or other
corporate designee. For further information
on how to submit materials, please contact
the Business Relations Department.
8.3.3. Must verbally state the following at the
beginning of the presentation: “ The examples|
will use are simply to show you how the IBO
Plan works. They are not intended to project
or promise any actual earnings. I’'mgiving
you a brochure that fully describes the IBO
Plan and contains average profits, earnings
and salesfigures and percentages. You should
read this brochure to learn the average
monthly gross income earned by an active
IBO”
8.3.4. Must give each prospect a copy of the
latest edition of the Independent Business
Ownership Plan (SA-4400) and show the
Business Support Materials Arbitration
Agreement from the Registration Pack to
each prospect before signing the IBO Regis-
tration Form.
8.3.5. May use only those earnings and/or
bonus representations based on their own per-
sonal experiences, provided that they at the
same time disclose the average profits, earn-
ings and sales figures and percentages as pub-

lished from time to time by the Corporation.
8.3.6. May cite lifestyle examples, e.g.,
travel, automobile, homes of successful
IBOs, and contributions to charitable causes,
provided such benefits were actually accrued
as the result of building a successful 1B.
8.3.7. Must not say that a successful IB can
be built in the form of a“wholesale buying
club,” where the only products bought and
sold are those transferred to other IBOs for
their personal use.

8.3.8. Must not say that thereis no reguire-
ment for the retail sale or marketing of prod-
ucts by I1BOs.

8.3.9. Must not promote the enjoyment of tax
benefits as the best or principal reason for
becoming an IBO.

8.3.10. Must not say that the businessisa
“get-rich-quick” opportunity in whichitis
easy to achieve success with little or no ex-
penditure of effort or time.

8.3.11. Must not present the IBO Plan or so-
licit participation in the IBO Plan through any
broadcast communi cation methods including
mass mailings, telemarketing, nationd or in-
ternational advertising, radio, television, fac-
simile services, computer communication
networks including the Internet, or any other
means by which personal contact with a
prospect is not present. However, IBOs may
use digital mediaor maintain an Internet Web
site for use with prospects, provided the con-
tents of such media or Web site meetsthe
requirements set out in the IBO Prospecting/
Client Product Web Site Bulletin, and other-
wise complies with the Rules of Conduct.
8.3.12. Must not criticize, degrade, de-
emphasize or otherwise portray negatively
the Client, Member or IBO status. IBOs shall
refrain from pressuring or otherwise forcing
aprospect into becoming a Client, Member
or IBO. IBOs shall recognize the importance
of Members and Clientsin establishing are-
tail business. IBOs shall at al times, fairly
present the categories of Clients, Members
and IBOs and permit the prospect to freely
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decide what level of involvement they desire.
8.4. No Exclusive Territories: No IBO shall
represent that there are exclusive territories
available.
8.5. No Obligation to Purchase: AnIBO shall
not require a prospective IBO to purchase
anything but the literature portion of the Regis-
tration Pack in order to become an IBO.

9. Trade Names, Trademarks

and Copyrights

The Corporation’s trade names, trademarks and
service marks are important and valuable busi-
ness assets. They help identify the source and
reputation of the Corporation’s products and
services worldwide and distinguish them from
those of competitors.

Others must protect trademarks from misuse
and infringement, or they can be lost. Each time
atrademark or symbol is used improperly or is
used by someone other than its owner, the value
and importance of the trademark can be greatly
diminished. Once atrademark is weakened or
lost, it isimpossibleto regainits full value and
importance. Therefore, the Corporation makes
every effort to protect its trademarks, its corpo-
rate logotype, label designs and various product
names so that others cannot use them.

The rules set forth below have been devel oped
to maintain the integrity of the Corporation trade
name and trademark and to ensure that the Cor-
poration’s name and marks WILL be available
exclusively for the Corporation’s business. In ad-
dition, the Corporation has implemented a cor-
porate identity program that requires the correct
and consistent use of its logotype, no matter
where it appears. Therefore, no aterations to the
approved logotype are alowed. Upon request,
the Corporation will provide an example of the
approved logotype and color specifications.

9.1. Permission Prior to Use Required: The
Corporation will not allow use of its trade name
(company name), trademarks (product names),
designs or symbols by any person, including

an IBO, without its prior permission. The Cor-
poration will issue cease-and-desist ordersto
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any persons using its trade name, trademarks,
designs and symbol s without its permission and
will, if necessary, follow with appropriate lega
action for failure to comply with a cease-and-
desist order. If the Corporation did not do this,
IBOs would soon find the market flooded with
the Corporation’s products not produced by the
Corporation or sold by its IBOs. Obviously, the
IBOs would be greatly harmed by such unfair
competition.
9.2. Office Sign: If an IBO desiresto operate
and maintain an office in which the Corporation
name is displayed to the public on the exterior of
the office or in the interior in such away that it
can be seen from the outside, the IBO must first
obtain prior written approval from the Corpora
tion for such use of the Corporation’s name by a
written request to the Corporation, including a
description of the proposed signs, their size, lo-
cation of installation and method of installation.
To gain authorization for displaying the Cor-
poration’s name, the following conditions must
be met:
9.2.1. The office must be in a commercia
building. Display of the name from officesin
homes is not permitted.
9.2.2. The office must be used exclusively for
the business; it cannot be a section or part of
an office devoted to another type of business.
9.2.3. If the office has a show window, ho
product displays will appear in the window,
nor will displays be set up inside so asto be
readily visible through the window. If interior
product displays are to be used, draperies or
other methods of obscuring vision from the
outside shdl be used in the show windows.
9.2.4. The door leading to the office must
bear the notice “Wholesale—IBOs Only.”
9.2.5. The building shall present, as much as
possible, the appearance of abusiness office,
not aretail store.
9.2.6. An IBO who operates an office shall
not service any retail Clients from the office
since to do so would convert the officeinto a
store. If prospective retail Clients comeinto
the office, they are to be informed that the of-
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ficeisfor wholesale only and an appointment
made to call on them later at their homes.
9.2.7. The Corporation reserves theright at
all times to withdraw permission to
display the Corporation’s name if the stan-
dards stated are not met, if proper standards
of neatness, good taste or ethical operation
are not met, or for any reason prejudicia to
the interests of IBOs or the Corporation, of
which the Corporation shall determineinits
sole discretion.
9.3. Vehicle Sign: No IBO may use the Corpora-
tion trade names, trademarks, logotype, designs
or symbols on any vehicle except by express
prior written consent from the Corporation.
9.3.1. The IBO owning the vehicle must
comply with the Rules of Conduct, and the
following:
9.3.1.1. The design, color, logotype and
size MUST BE FOLLOWED EXACTLY
as specified by the Corporation.
9.3.1.2. The words “ Independent Business
Owner” must appear on both front doors
of the vehicle.
9.3.1.3. The vehicle must be kept neat and
clean and in good repair.
9.3.1.4. The name and logotype must be
kept in good repair and replaced whenever
conditionsreguireit.
9.3.1.5. The Corporation’s names and |o-
gotype must be painted over when the ve-
hicleis sold or traded by the IBO.
9.3.2. The Corporation reserves theright to
withdraw permission to use its name on any
vehicleif the owner fails to comply with the
specified Rules and requirements, permits
his or her vehicle to fall into disrepair or vio-
lates the Rules of Conduct.
9.4. Telephone Listing under the Corpor a-
tion in Telephone Directory: IBOs are per-
mitted to list under the Corporation’s namein
the telephone directory. Written permission to
do so must first be requested in writing and se-
cured from the Corporation. Telephone listings
will be approved for oneyear; if alistingisto
be renewed for the following year, arenewal

approval must be obtained from the Business
Conduct and Rules Department prior to re-
ordering those listings.
9.5. Booth Displays: Booth displays of prod-
ucts and services must be approved individu-
aly prior to IBO participation at a business
event. No sale of product or servicesisto take
place at the function. IBOs may only display
products at non-selling business events. They
may not use booths for fund-raising, bazaars,
Las Vegas nights, arts/craft shows, Fourth of
July celebrations, flea markets, etc. These
events or any similar events are aimed to pro-
mote on-the-spot sales of services and/or mer-
chandise. Likewise, IBOs may not set up
booths at a shopping mall or other typica sell-
ing venue. If however, the shopping mall is
promoting a specific event which islimited in
duration (i.e., Builders’ Expo, May 10-12),
then such approval may be granted.
9.5.1. The following information must be re-
ceived by the Corporation, in writing, 30
days prior to the event, to allow sufficient
time to grant approval:
9.5.1.1. A written description of the type
of event (including date of event).
9.5.1.2. Sketch of the proposed booth and
proposed signs and/or posters.
9.5.1.3. Name of the specific product(s) to
be displayed.
9.5.1.4. Provide alist of specific literature
to be used at the booth or for handouts.
Any privately produced material for hand-
outs or display must be sent with the booth
request for approval.
9.5.1.5. Signed statement from the Plat-
inum or above 1BO accepting responsibil-
ity for booth activity and include alist of
all names of IBOs staffing the booth.
While the Corporation can and may approve
multiple IBO booths at a particular business
function, the administrators of that function
may limit participation.
9.6. Imprinted Checks: No IBO may use the
Corporation’s logo, trade names or trademarks
on imprinted checks. IBOs may only use the
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Corporation’s name on imprinted checksin a
way that accurately identifies the relationship
between the Corporation and the IBO, such as:
John Jones
“ Amway-affiliated Independent
Business Owner”
Or
John Jones
“ Amway-affiliated Products and Services
Independent Business”
Or
John Jones
“ Quixtar-affiliated Independent
Business Owner”
Or
John Jones
“ Quixtar-affiliated Products and Services
Independent Business’

Under no circumstances may an IBO imply
an agency or representative relationship on
their checks such as“The Quixtar Corpora-
tion,” “The Amway Corporation Sales Com-
pany” or “The Quixtar Products and Services
Company.”

9.7. Promotional Literature, Stationery, Pre-

miums, Business Cards, etc.: No IBO may
produce or procure from any source other than
the Corporation any premium, giveaway item,
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9.8. IBO Advertising: 1BOs wishing to use ad-
vertising media must submit their proposal in
writing, along with a copy of the proposed ad-
vertisement, to the Corporation for approval.
The Corporation’s approval isfor one (1) year
only. Except as provided in Rules 4.3.2 and
8.3.11, under no circumstances may 1BOs ad-
vertise or promote the Corporation’s products
and services or the Corporation’s business op-
portunity through the use of mass communica
tion methods such asradio, television, facsimile
services, computer communication networks,
including the Internet, national or international
advertising, or any other form of promotion
where the person-to-person nature of the busi-
Ness is not present.
9.9. Copyrighted Materials: All the Corpora-
tion's printed material are copyrighted and may
not be reproduced in whole or in part by IBOs
or other persons except by written permission
from the Corporation.
9.9.1. The Corporation makes a claim to copy-
right for al its printed material in both the
United States and Canada. Thisis done to
prevent others, particularly competitors, from
copying and duplicating the Corporation’s lit-
erature that has been developed and printed at
great expense and to assure IBOs that the pro-

stationery, business cards or promotional litera-
ture of any kind upon which the Corporation’s
names or logotypes or any of its trade names or

motional material that they purchase and dis-
tribute to their Clientsis unique, attractive and
truthful. Asin the case of trademarks and trade

trademarks are imprinted without securing

prior, written approval from the Corporation.
9.7.1. No IBO may print, or causeto be
printed, any stationery which bears the Cor-
poration’s logotypes or any of the Corpora-
tion’s trade names or trademarks without the

prior, written consent of the Corporation. The
precise copy to be used must be forwarded to

the Corporation before the printing is begun.
When approval is given by the Corporation,
there shall be no deviation whatsoever from
the approved copy.

9.7.2. No cloth Corporation logotypes shall
be affixed to any sports uniforms, shirts or
other garments.
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names, if the Corporation did not exercise ev-
ery effort to protect its copyrighted materials,
IBOs might soon find the market flooded with
literature which was not produced by the Cor-
poration and did not relate to products made
and sold by the Corporation. Accordingly, no
person, whether an IBO or otherwise, may re-
produce any of the Corporation’s printed ma-
teria, in whole or in part, without specific
written permission from the Corporation. This
includes text materia, pictures, cartoons, dia-
grams, charts, maps, designs and other printed
materials.
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9.9.2. All the Corporation’s printed materials
relating to products has been carefully pre-
pared to conform with all local, state and
federal laws and regulations governing the
labeling of products. (The word “labeling”
covers not only the label on the product it-
self, but also any literature used to promote
the sale of such product.) Even adlight devi-
ation from the language on the label or pro-
motiona material may constitute a violation
of one or more of the laws or regulations
covering the product and its labeling and
thus subject the person making such devia-
tions to penalties imposed by law. Unfortu-
nately such governmental action not only can
adversely affect the particular offender, but
aso hisor her fellow IBOs aswell asthe
Corporation itself.

9.10. Penaltiesfor Violators of Section 9:

Any IBO who violates Rule 9 may:
9.10.1. be required to remove improper
signs, destroy improper literature, cancel im-
proper advertising or change improperly
listed telephone numbers. In the case of im-
proper telephone listings, the Corporation
may require the listed number to be changed
to a new number with no calls to be referred
from the listed number to the new number.
9.10.2. be denied the right to make any fu-
ture use of the Corporation’s trademarks or
trade names, including the right to place a
telephone listing in the next issue of the tele-
phone directory where an improper listing
was previously employed.
9.10.3. beliable for money damages to the
Corporation for unauthorized use of the
names, trademarks or logotypes.
9.10.4. be subject to disciplinary action by
the Corporation as outlined in Section 12.

10. Death and Inheritance

10.1. In order to ensure the continued opera-
tion of an IB after the death of its owner, the
Corporation encourages |BOs to make appro-
priate arrangements prior to such event. An IB
can be passed on to a deceased person’s heirs,

or other beneficiary, provided the person inher-
iting the IB qualifiesasan IBO. An IB may
also be placed in atrust for the benefit of
specifically named parties. In order to ensure
your 1B is conveyed according to your wishes,
the Corporation recommends that you consult
an estate-planning attorney. The Corporation’'s
Legal Division can provide your attorney with
sample clauses to help achieve your goals. Re-
gardless of the method of conveyance, careful
planning and expert advice are the keysto a
successful transition.
10.1.1. In cases where the B is owned
jointly, such as a husband and wife or part-
nership, the IB isautomatically transferred to
the surviving spouse or partner, unlessthey
have previousdly arranged otherwise. In order
for this to occur, the surviving spouse or
partner must be named under the IB prior to
the deceased’s death. The survivor need only
forward a certified copy of the death certifi-
cate in order for the Corporation to change
its records to reflect sole ownership.
10.1.2. In caseswhere an IB is disposed of in
awill, the Corporation will transfer owner-
ship of the IB according to its terms, pro-
vided the beneficiary quaifiesasan IBO.
Failure to qualify as an IBO within 60 days
after the original IBO’s death may result in
forfeiture of the IB to the next qualified up-
line Sponsor. If the IB isleft in atrust, the
trustee should be given broad powers to op-
erate the I B, or be given the power to appoint
some other party to do so. The trustee should
also be given the power to sell the businessif
itisin the best interest of the beneficiaries.
10.1.3. In cases where the deceased IBO has
not provided for the transfer of the IB in his
or her will, or has failed to make awill or
trust, the IB will be transferred according to
the state laws addressing such property trans-
fers. Because such laws may result in an un-
favorable distribution of property and or
ineffective ownership, the Corporation en-
courages its IBOs to make appropriate ar-
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rangements to transfer their property viaa
will or trust.

10.1.4. During any time that an IB may be
temporarily without an owner, or agap in
ownership occurs due to probate or other
court procedures, the upline Platinum or
above shall be responsible for operating this
IB. As payment for their services, the upline
Platinum or above shall be entitled to a ser-
vicing fee. In lieu of an agreement to the con-
trary, this fee shall be adollar amount equal
to 15% of the IB’s net bonuses.

11. Dispute Resolution Procedures
11.1. Complying with the Rules of Conduct is
essential for preserving the IBO business. In
general, IBOs conduct their businessesin ac-
cordance with the Rules of Conduct. Infrac-
tions usually occur because the IBOs involved
have not clearly understood or been aware of
the applicable Rules. If an IBO has any ques-
tions about the proper interpretation or applice
tion of the Rules of Conduct in a particular
case, he or she should call the Business Con-
duct and Rules Department for assistance and
clarification.
11.1.1. When an IBO detects a Rules viola-
tion in another IBO’s method of operation, he
or she should first discussit with the alleged
offender. Most violations are caused simply
by alack of information, and pointing out the
appropriate Rule may be enough to end the
matter. However, if the alleged violating IBO
persists, or if the complainant believes the
situation requires the assistance of the Corpo-
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or she may invoke the Dispute Resolution
procedures outlined below in order to resolve
the matter.

11.1.3. IBOs are required to respond to in-
quiries and otherwise cooperate in atimely
fashion with any investigation conducted by
the Corporation. Failure to respond to in-
quiries or to otherwise cooperate in atimely
fashion may result in the Corporation taking
action against the I B.

11.1.4. To achieve full and voluntary compli-
ance, the Corporation has established concilia
tion and enforcement procedures for resolving
all questions and disputes in a non-confronta
tional setting, through education, persuasion,
mediation, and conciliation. IBOs themselves
participate in the conciliation process through
the IBOAI Board Hearing Panel (“Hearing
Panel”) and the IBOAI Board.

11.1.5. The IBOAI Board Hearing Panel was
created to provide informal, amicable resolu-
tion and conciliation for disputes and con-
cerns arising under the Rules of Conduct. A
Hearing Committee Chairperson who is re-
sponsible for conducting the hearing sessions
heads the Hearing Panel. The IBOAI Board
and the Legal & Ethics Committee also play
anintegral role with the Rules of Conduct in
situations which cannot be satisfactorily re-
solved at the Hearing level. Any IBO who
feels he or she has been improperly treated
with regard to a Rules violation issue may
file a Request for Informal Conciliation Form
(O-5995) with the Business Conduct and
Rules Department.

complaint to the Business Conduct and Rules ~ ©oncerns or disputes about apparent or alleged

Department. This complaint should state in violations of the Rules will first be handled in-
detail the Rule that has been violated and e~ formally, as described above, once questions
supported by |etters, statements or other about the proper interpretation or application of
materials that support the allegation of a the Rules have been clarified. IBOs with seri-
Rules violation. The Corporation will exam- ous or persistent disputes that have not been

ine the situation and take appropriate action previously resolved should contact the Business
if necessary. Conduct and Rules Department. That depart-
11.1.2. If the violating IBO is dissatisfied ment, individually or with the assistance of the

with the action taken by the Corporation, he Hearing Panel Chairperson, will attempt to re-
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solve an IBO’s concerns in conjunction with
the affected IBO and the assistance of upline
|eadership.
11.3. Formal Conciliation: The primary goal
of the more formal conciliation and enforce-
ment procedures described below is to encour-
age and facilitate voluntary compliance with
the Rules of Conduct by every IBO. The Hear-
ing Panel Chairperson and company staff are
available throughout each step of the more for-
mal conciliation process to facilitate and pro-
mote the mutually satisfactory resolution of
concerns and disputes.
11.3.1. Step 1. When voluntary compliance
cannot be satisfactorily obtained in a particu-
lar case through informal conciliation proce-
dures as described above, any IBO may filea
Request for Hearing Panel Form (O-5996)
with the Business Conduct and Rules De-
partment or the Hearing Panel Chairperson.
The Corporation may also independently and
on its own initiative bring issues, disputes
and concerns under the Rules of Conduct to
the Hearing Panel Chairperson or a Hearing
Panel for resolution. Upon receipt of are-
quest, the matter is scheduled for the next
Hearing Pandl session, held in conjunction
with the IBOAI Board meetings held at |east
three times ayear. The parties are strongly
encouraged to attend the hearing, but are not
required to do so. Should the parties choose
to attend, they are responsible for all their
own costs associated with travel, food, ac-
commodations, and other expenses.

The Hearing Panel is comprised of three
members serving on the IBOAI Board. Mem-
bers of the IBOAI Board who are serving on
the Legal & Ethics Committee do not serve
on aHearing Panel. The IBOAI Board Execu-
tive Committee selects the Hearing Panel
Chairperson and an aternate. The Chairper-
0N serves aone-year term. The Executive
Committee selects the Panel members and al-
ternates who serve for the next Hearing Panel.
The Hearing Panel Chairperson makes sure
that any Panel members do not present a con-

flict of interest with respect to the matters over
which it presides. Once selected, the Panel
members are barred from discussing the
dispute with anyone before the date of the
hearing. Each Panel member and the parties
involved receive a copy of the enforcement
and conciliation file developed by the
Corporétion.

The Chairperson of the Pandl isin power to
control the conduct of the hearing and to ad-
minister oaths, or have the court reporter ad-
minister oaths, to any witnesses. A transcript
is made of each hearing. At the hearing, each
party may present any information it desires,
be it individua testimony or documentary evi-
dence. Theformal rules of evidence do not
apply. However, the Panel may refuse to per-
mit lengthy discussions or introductory mate-
rial that it deemsirrelevant or unnecessary to
the resolution.

The Hearing Pandl’s primary goal isto me-
diate or conciliate each dispute by determining
the facts and issues and recommending to the
Corporation any possible resolutions or rem-
edy in accordance with the Rules of Conduct.

When avoluntary resolution does not occur,
the Hearing Panel, within approximately two
weeks of receiving the transcripts, will issue
to the parties and the Corporation awritten
statement of facts relating to theissuesand a
recommendation for resolution, including, if
appropriate, theimposition of certain sanc-
tions. The Hearing Panel’s recommendation
must be consistent with the Rules of Conduct.
Hearing Panel members are bound by the
Rules of Conduct as adopted by the Corpora
tion, and may not modify, alter, amend or ig-
nore the current positions of the Rules of
Conduct. In the event the Panel requests guid-
ance on the interpretation of aRule or Rules,
alegal opinion or clarification may be ob-
tained from the Corporation’s Legal Division.
11.3.2. Step 2: The IBOAI Board may, t its
discretion, delegate any requested review to
the Legal & Ethics Committee. The IBOAI
Board, or its Lega & Ethics Committee,
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shall examine the entire file presented along
with additional written argument or evidence
submitted by the parties. Within one week of
its review in consideration of the record, the
IBOAI Board will issueto al parties and the
Corporation its recommendation for resolv-
ing the dispute. The recommendation must be
consistent with the Rules of Conduct. The
IBOAI Board may not amend, alter, modify
or ignore the clear provisions of the Rules of
Conduct. In the event the Board questions the
interpretation or application of a particular
Rule or Rulesin the independent case, it may
request the opinion or clarification from the
Lega Division.
11.3.3. Step 3: Upon receipt of the Hearing
Panel or IBOAI Board recommendations, the
Corporation shal independently review the
recommended resolutions, as well as the ex-
isting record, including full investigative con-
ciliation file developed by the Hearing Panel
Chairperson. The Corporation reservesthe
right at all times to conduct an independent or
additional investigation if it believes the cir-
cumstances of a particular case so require.
After consideration of the entire file and
completion of any independent investigation,
the Corporation will issue afinal decision
and may accept, reverse, or modify either the
Hearing Panel’s recommendation or the
IBOAI Board's recommendation as appropri-
ate. Only the Corporation may impose or act
upon any of the actions and/or sanctions rec-
ommended by the Hearing Panel or IBOAI
Board.
11.4. Resolutions, Remedies and Sanctions:
Any resolutions, remedies and sanctions rec-
ommended by the Hearing Panel or the IBOAI
Board should promote and further the goal of
compliance and must be consistent with the
IBO Plan and the Rules of Conduct. The Hear-
ing Panel and/or the IBOAI Board may recom-
mend to the Corporation any resolution,
remedy or sanction designed to promote and
secure such compliance including, but not lim-
ited to, some or al of the following:
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11.4.1. A written admonishment or warning
toan IBO, an IBO's Personal Group, or part
or al of an IBO's Line of Sponsorship clari-
fying the meaning and application of aRule
and advising continued violation could result
in more severe remedies or sanctions.
11.4.2. Censuring or retraining of an IBO, an
IBO's Persond Group, or part or dl of anIBO's
Line of Sponsorship, with expenses of retraining
charged to the IBO(s), as appropriate.
11.4.3. Suspending some or al of the rights
of an IBO for a specified period of time, or
until certain conditions have been satisfied. A
general suspension shall prohibit IBOs from
holding themselves out as IBOs and from en-
gaging in any activity of an IBO with the ex-
ception that they may continue to pay bonus
checks and supply product downline, pur-
chase product for their persona consumption
or to fulfill any regular standing Client orders
or engage in the buy back of product.
11.4.4. Withdrawing or denying an award,
trip or pin recognition for a specified period
of time, or until certain conditions have been
satisfied.
11.4.5. Withholding bonus monies.
11.4.6. Compensatory remedies, as appropri-
ate, to compensate injured or aggrieved
IBOs, or including, but not limited to, reim-
bursement for expenses, repayment of
bonuses, buy back of products, etc.
11.4.7. Transferring an IBO, aleg, or entire
group to the next IBO upline.
11.4.8. Terminating the registration of the
IBO, with option to sell the IB within a spec-
ified period of time.
11.4.9. Terminating the IBO’s business.
11.5. Arbitration: IBOs shal give noticein
writing of any claim or dispute arising out of or
relating to their Independent Business or the In-
dependent Business Ownership Plan or Rules of
Conduct, to the other party or parties, specifying
the basisfor any claim and the amount claimed
or relief sought. They must then try in good faith
to resolve the dispute using the Dispute Resolu-
tion Procedures contained herein.
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In the event that the parties are unableto re-
solve their disputes within 90 days or after the
above-outlined Conciliation Processis com-
plete, whichever islater, the parties are required
to submit any remaining claim(s) arising out of
or relaing to their Independent Business, the In-
dependent Business Ownership Plan or the
Rules of Conduct (including any claim against
another IBO or any such IBO's officers, direc-
tors, agents or employees or against the Corpo-
ration or any of its officers, directors, agents or
employees) to binding arbitration in accordance
with the Arbitration Rules as stated below. The
Arbitration award shall befinal and binding and
judgment thereon may be entered by any court
of competent jurisdiction. Demand for arbitra-
tion shall be made within two years after theis-
sue has arisen, but in no event after the date
when theinitiation of legal proceedings would
have been barred by the applicable statue of lim-
itations. IBOs acknowledge that their application
or ITC form evidences atrandation involving
interstate commerce. The United States Arbitra-
tion Act shall govern the interpretation, enforce-
ment and proceedings pursuant to the arbitration
proceedings.

If IBOs become involved inaclaim or dis-
pute under the Dispute Resolution Process of
the Arbitration Rules, they will not disclose to
any other person not directly involved in the
conciliation or arbitration process (a) the sub-
stance of, or basis for, the claim; (b) the content
of any testimony or other evidence presented at
an arbitration hearing or obtained through dis-
covery; or (c) the terms or amount of any arbi-
tration award.

Arbitration Rules

11.5.1. Applicable Rules of Arbitration
The parties shall be deemed to have made
these Rules a part of their Arbitration agree-
ment whenever they have provided for Arbi-
tration under the Corporation’s Arbitration
Rules (“Rules’). If aparty establishes that an
adverse material inconsistency exists be-

tween an Arbitration agreement and these
Rules, the Arbitrator shall apply these Rules;
provided, however, that nothing in these
Rules shall be construed in any way that lim-
its the Corporation’s pre-existing rights to
administer, modify or enforce the Indepen-
dent Business Ownership Plan, the Rules of
Conduct or any other Rule or contract relat-
ing to an Independent Business.

The Rulesin effect on the date of the com-
mencement of an Arbitration will apply to
that Arbitration. These Rules shall be
amended only by mutual agreement between
the Corporation and the IBOAI Board.
11.5.2. Party-Agreed Procedures
The parties may mutually agree to modify
any procedures contained herein provided
the modification is consistent with applicable
law. The parties will promptly notify the
JAM.S Endispute Case Administrator of
any party-agreed procedures and will con-
firm these proceduresin writing. The party-
agreed procedures will be enforceable asiif
contained in these Rules. These Rules will
control any matters not changed by the party-
agreed procedures.

11.5.3. Conflict with Law and Sever ability
If any of these Rules, or part thereof, isdis-
covered to be in conflict with amandatory
provision of applicable law, the provision of
law will govern, and no other Rule will be &f-
fected. If any Rule, or part thereof, isfound to
beinvalid by acourt of competent jurisdic-
tion, these Rules will be interpreted as though
the invalid portion were not apart of these
Rules.

11.5.4. Interpretation of Rulesand
Jurisdictional Challenges

Once appointed, the Arbitrator will resolve
disputes about the interpretation and applica-
bility of these Rules, including disputes re-
lating to the duties of the Arbitrator and the
conduct of the Arbitration Hearing. The reso-
lution of the issue by the Arbitrator isfinal.

Jurisdictional and arbitrability disputes, in-
cluding disputes over the existence, validity,
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interpretation or scope of the agreement
under which Arbitration is sought, may be
submitted to and ruled on by the Arbitrator,
unlessthe relevant law requires that a court
make such determinations. The Arbitrator has
the authority to determine jurisdiction and ar-
bitrability prior to conducting afull hearing
on the merits.

Disputes arising before the appointment of
the Arbitrator will be resolved by the Case
Administrator, but only those disputes relat-
ing to jurisdiction and the location and con-
duct of the Hearing are subject to subsequent
review by the Arbitrator. All other procedures
shall be interpreted and applied by the Case
Administrator.

The Arbitrator upon good cause shown, or
at hig’her own discretion only when necessary
to facilitate the Arbitration, may extend any
deadlines stated in these rules, except the time
for rendering the Award.

11.5.5. Administrator of the Arbitration
When parties agree to arbitrate under the Ar-
bitration Rules, they thereby authorize Endis-
pute, Inc., d/b/aJA.M.S Endispute, or its
successor (hereinafter “Administrator”) to ad-
minister the Arbitration. The authority and
duties of the Administrator are prescribed in
these Rules, and may be carried out through
such of the Administrator’s representatives as
it may direct.

11.5.6. Initiation under an Arbitration
Provision in a Contract

Arbitration under an arbitration provisionin a
contract shall beinitiated in the following
manner:

11.5.6.1. Theinitiating party (hereinafter

“Claimant”) shall, within any time period

specified in the contract(s), and after satis-

fying any condition precedent, such asa
waiting period during which to pursue con-
ciliation, mediation or some other form of
voluntary resolution:

* File awritten notice (hereinafter “ De-

mand”) of itsintention to arbitrate at the
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office of the Case Administrator, within the
time limit established by the applicable
statute of limitations, or the applicable arbi-
tration agreement if not inconsistent with an
applicable statute. Any dispute over such
issues shall bereferred to the Arbitrator.
Model demands and forms are available
from the Administrator.

* Thefiling shal be made in triplicate, and
each copy shall include the applicable arbi-
tration agreement.

» The Demand shall set forth the names,
addresses and telephone numbers of the
parties; abrief statement of the nature of
the dispute; the amount in controversy, if
any; the remedy sought; and a preferred
hearing location.

* Simultaneoudly the Claimant(s) shal mail
acopy of the Demand to each other party
(hereinafter “Respondent[s]”).

* Claimant(s) shall include with the Demand
the applicablefiling fee, made payableto
Administrator unlessthe parties agreeto a
different pro-rata share of JA.M.S Endis-
pute's fees and expenses.

11.5.6.2. The Case Administrator shall pro-
vide notice of thefiling of any Demand to
each respondent. The Case Administrator
shall also provide notice of any Demand to
the Corporation and to the IBOAI. Such no-
tices shall be sent overnight mail, express
delivery or any other means selected by the
Case Administrator that will provide a
verifiable receipt of delivery.

11.5.6.3. A respondent may file an answer-
ing statement in duplicate with the Case
Administrator within twenty-one (21) cal-
endar days after the date notice from the
Case Administrator was mailed, in which
event the respondent shall at the sametime
send a copy of the answering statement to
the claimant.

11.5.6.4. If acounterclaim is asserted, it
shall contain a statement setting forth the
nature of the counterclaim, the amount
involved, if any, and the remedy sought.
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A $300 filing fee must accompany the
counterclaim and shall be forwarded to the
Case Administrator with the answering
statement.
11.5.6.5. If no answering statement isfiled
within the stated time, it will be treated as
adenia of the claim. Failureto file an
answering statement shall not operate to
delay the arbitration.
11.5.6.6. All correspondence shdl be sent to
the Adminigtrator at the following address:

JA.M.S/Endispute

Attn: Arbitration Administrator

700 11th Street, NW

Washington, DC 20001
Additional questions shall be directed to
the Arbitration Administrator:
1-800-448-1660
11.5.7. Initiation under a Submission
Parties to any existing dispute may com-
mence an arbitration under these rules by
filing with the Case Administrator three
copies of awritten submission to arbitrate
under these rules, signed by the parties.
The submission shall contain a statement
of the matter in dispute, the amount in-
volved, if any, the remedy sought, and the
hearing locale requested, if any, together
with the appropriate filing fee as provided
by the schedule.
11.5.8. Tolling the Statute of Limitations
During any time that aparty isinvolvedin a
mediation or the Corporation Conciliation
process, the applicable statue of limitations
for filing arequest for Arbitration shall be
tolled.
11.5.9. Effective Date of Commencement
TheArbitration processis considered
commenced when the Case Administrator
confirms in writing that the above require-
ments for commencement have been met.
The date of commencement of Arbitration
isthe date of the Case Administrator’s
|etter.
11.5.10. Right of Intervention
The Corporation and/or the IBOAI shall

have the right to intervene as a party to any
arbitration by forwarding such a request to
the Case Administrator within fourteen
(14) calendar days of receiving the com-
plainant’'s Demand. The Case Administrator
shall provide notice of any such requests for
intervention to al partiesinvolved in the
arbitration.
11.5.11. Changes of Claim
Before the appointment of the Arbitrator, if
either party desiresto offer anew or differ-
ent claim or defense, such party must do so
in writing by filing awritten statement with
the Case Administrator and simultaneously
mailing a copy to the other party(s), who
shall have fourteen (14) calendar daysfrom
the date of such mailing within which to file
an Answer with the Case Administrator. Af-
ter the appointment of the Arbitrator, a party
may offer anew or different claim or de-
fense only in the discretion of the Arbitrator.
11.5.12. Withdrawal from Arbitration
No party may terminate or withdraw from
an arbitration after it commences except by
written agreement of the parties. Agreed-
upon withdrawals may be with or without
prejudice.
11.5.13. Preliminary Conference
The Case Administrator will conduct a
Preliminary Conference with the parties,
by telephone, within seven (7) calendar
days after the date of commencement of
the Arbitration, to discuss Arbitrator selec-
tion, the location and scheduling of the Ar-
bitration Hearing, and other procedural
issues. If, for any reason, the conference
does not take place within the time speci-
fied above, the Case Administrator will
proceed with the Arbitrator selection pro-
cess pursuant to Rule 11.5.17 as if the pre-
liminary conference had, in fact, been
held. At any subsequent time, the Case Ad-
ministrator may convene, or any party may
request, additional conferencesto discuss
administrative or procedural matters.

The Case Administrator will answer any
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questions regarding these Rules and will
discuss procedural matters such asthe
pleading or notice of claim sequence, Arbi-
trator selection, a schedule for discovery, if
any, and the expectations of the parties as
to the anticipated length of the Arbitration
Hearing. The parties may agreeto a date
for the Hearing subject to Arbitrator avail-
ability. In the absence of agreement, the
date of the Hearing will be set by the Arbi-
trator pursuant to Rule 11.5.26.

At the request of aparty and in the
absence of party agreement, the Case Ad-
ministrator may make a determination
regarding the location of the Hearing,
subject to Arbitrator review. In determining
the location of the Hearing, the Case Ad-
ministrator will take into account such fac-
tors as the convenience of the parties and
witnesses as well as the relative resources of
the parties.

11.5.14. Roster of Neutrals

The Administrator shall establish and main-
tain a Roster of Neutrals and shall appoint
Arbitrators from that Roster as provided in
these rules. Neutral s appointed to this roster
shall serve athree-year term. At the end of
thisterm, the Corporation and the IBOAI
Board, through the Administrator, shall vote
to retain the Arbitrator for an additional
three-year term. A unanimous vote shall be
necessary to retain the Arbitrator for an ad-
ditional three-year term.

11.5.15. Qualificationsto Serve
asArbitrator

Arbitrators serving under these rules shall be
experienced in dispute resolution and will
have completed the training course for Arbi-
trators offered by the Administrator, and con-
ducted by the Corporation and the IBOAI.
11.5.16. Impartiality of Arbitrators
Arbitrators serving under these rules shall
have no persona or financid interest inthe re-
sults of the proceedingsin which they are ap-
pointed and shall have no rdlation to the
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underlying dispute or to the parties or their
counsd that may creste an appearance of bias.

The Roster of Neutrals will be estab-
lished on a non-discriminatory basis, and
the Administrator shall seek diversity by
gender and ethnicity.

11.5.17. Selection and Appointment

of Arbitrator

Immediately after it receives the Demand,
the Case Administrator shall mail simulta-
neously to each party aletter containing an
identical list of the names of at least five
Arbitrators on the Roster who are currently
available to serve as Arbitrators, and satisfy
the impartiality requirement of Rule
11.5.16. The Case Administrator shall dis-
close the number of times, if any, when
each such Arbitrator has arbitrated adis-
pute involving one of the parties, but shall
not disclose the disposition of the matter.

The parties shall have fourteen (14) cal-
endar days from the date of the letter in
which to select from the list the name of a
mutually acceptable Arbitrator to hear and
determine their dispute. If the parties cannot
agree upon amutually acceptable Arbitra
tor, each party shall strike up to two names
objected to, number the remaining namesin
order of preference, and return the list to the
Case Administrator. If a party does not re-
turn the list within the time specified, all of
the listed persons shall be deemed equally
acceptable to that party.

The Case Administrator shall invite the
acceptance of the Arbitrator, whom both
parties have selected as mutually accept-
able or, in the case of resort to the ranking
procedure, the Arbitrator who has not been
struck by either party and, if more than one
neutral has not been struck, the one who
received the highest rating in the order of
preference that the parties have specified.

If this process does not yield an Arbitra-
tor, JA.M.S/Endispute will designate the
Arbitrator.
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11.5.18. Standards of Disclosure

by Arbitrator

Prior to accepting appointment, the
prospective Arbitrator shall discloseto the
Case Administrator al information that
might be relevant to the standards of neu-
trality set forth in these Rules, including
but not limited to service asaneutral in
any past or pending case involving any of
the parties, aswell as any circumstance
that may prevent a prompt hearing.
11.5.19. Disqualification of Arbitrator
for Failureto Meet Standards of
Experience and Neutrality

If, at any, time after appointment of the Ar-
bitrator any party believes the Arbitrator
should be disqualified, that party shall so
communicate to the Case Administrator
and to the other parties. The decision of the
Administrator on the subject of disqualifi-
cation shall be binding on the parties.
11.5.20. Vacancies

If, for any reason, an Arbitrator is unable to
perform the duties of the office, the Admin-
istrator may, on proof satisfactory to it, de-
clare the office vacant. The vacancy shall
be filled in accordance with Rule 11.5.17.
11.5.21. Applicable Law

Unless otherwise specified in the parties
contract, the law of Michigan shdl apply in
all arbitrations under these Rules. The Arbi-
trator’s decision on applicable law shdl be
final and binding for purposes of the arbi-
tration and enforcement of any award.
11.5.22. Discovery

The Arbitrator shall have the authority to
order such discovery, by way of deposi-
tion, interrogatory, document production
or otherwise, as the Arbitrator considers
necessary to afull and fair exploration of
theissuesin dispute.

11.5.23. Pre-Hearing Submissions

The Arbitrator may require a pre-Hearing
conference for the purposes of narrowing
the focus of the Arbitration Hearing by
stipulations of fact or joint statements of

issues to be determined and of resolving
any outstanding issues relating to the con-
duct of the Hearing. The pre-Hearing con-
ference may be conducted by telephone.

At least seven (7) calendar days before
the Arbitration Hearing, the parties will ex-
change alist of the witnesses they intend
to call, including any experts, a short de-
scription of the anticipated testimony of
each such witness, an estimate of the
length of the witness's direct testimony,
and alist of exhibits. In addition, at least
seven (7) calendar days before the Arbitra-
tion Hearing, the parties will exchange
copies of al exhibits intended to be used at
the Hearing to the extent that any such ex-
hibit has not been previously exchanged.
The parties should pre-mark exhibits and
should attempt themselves to resolve any
disputes regarding the admissibility of ex-
hibits prior to the Hearing. The list of wit-
nesses with the description and estimate of
length of their testimony and the copies of
all exhibitsthat the partiesintend to use at
the Hearing, in pre-marked form, should
also be provided to JA.M.S Endispute for
transmission to the Arbitrator, whether or
not the parties have stipulated to the ad-
missibility of all such exhibits.

The parties shall submit concise written
statements of position not exceeding ten
(10) pagesin length. These statements
should be submitted to the Arbitrator, and
provided to the other parties, at least seven
(7) calendar days before the Hearing date.
Rebuttal statements may be permitted or
required at the discretion of the Arbitrator.
11.5.24. Summary Disposition of a
Claim or Issue
TheArbitrator may hear and determine a
Motion for Summary Disposition of a par-
ticular claim or issue, either by agreement
of dl interested parties or at the request of
one party, provided other interested parties
have reasonabl e notice to respond to the
request.
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The Case Administrator may obtain the
agreement of the parties on a briefing
schedule and record for the Mation. If no
agreement is reached, the Arbitrator will
set the briefing schedule and contents of
the record. Ordinarily, only opening briefs
(of no more than 20 double-spaced pages)
and response briefs (of no more than 10
double-spaced pages) will be allowed, ina
sequence to be determined. The briefs may
be in the form of aletter. Ordinarily, oral
argument will not be allowed, unless the
Arbitrator so requires.

TheArbitrator will apply the same bur-
dens as acourt in the jurisdiction would
apply under similar circumstances. With
respect to substantive issues, the Arbitrator
will apply the same standard in deciding
the Motion as would be applicable to the
Arbitration Award.

11.5.25. Location of the Arbitration

The parties may designate alocation for
the arbitration by mutual agreement. In the
absence of such agreement, the Case Ad-
ministrator or the Arbitrator may select a
location for the arbitration based on fair-
ness to the parties or efficiency. Any party
may request a specific hearing location by
notifying the Case Administrator in writing
and smultaneously mailing a copy of the
request to al other parties. Unless al par-
ties agree on alocation, the Arbitrator shall
have the power to determine the location
and its decision shall be final and binding.
All costs relating to the rental of any facili-
ties shall be divided equally among the par-
tiesand will be billed upon scheduling. If
the hearing is rescheduled or canceled, any
additional fees or refunds will be assessed
equally among the parties.

11.5.26. Date and Time of Hearing

The Arbitrator shall have the authority to
set the date and time of the hearing in con-
sultation with the parties that have ap-
peared. Any party that failsto participate in
the process shall be served with notice at
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least thirty (30) calendar days prior to the
scheduled date.

11.5.27. Representation

Any party may be represented by counsel
or by any other person whom the party des-
ignates. For parties without representation,
the Case Administrator will, upon reguest,
provide reference to institutions that might
offer assistance. A party who intendsto be
represented by counsel at the Arbitration
Hearing shall notify the other party and the
Case Administrator of the name and ad-
dress of the Representative at least three
(3) days prior to the date set for the Hear-
ing or conference at which that personis
first to appear. If a Representativefilesa
Demand or an Answer, the obligation to
give notice of representative statusis
deemed satisfied.

11.5.28. Stenographic Record

Any party desiring a stenographic record
shal make arrangements directly with a
stenographer and shall notify the other
parties of these arrangements in advance of
the hearing. The requesting party or parties
shall pay the cost of the record. If the tran-
script is agreed by the partiesto be, or deter-
mined by the Arbitrator to be, the officia
record of the proceeding, it must be made
available to the Arbitrator and to the other
parties for inspection, at a date, time and
place determined by the Arbitrator. Any
stenographic record or other recording of a
hearing shall be subject to the same degree
of confidentiality asthe hearing itself.
11.5.29. Interpreters

Any party wishing an interpreter shal make
al arrangements directly with the interpreter
and shall assume the costs of the service.
11.5.30. Attendance at Hearings
TheArbitrator shall have the authority to ex-
clude witnesses, other than a party, from the
hearing during the testimony of any other
witness. TheArbitrator also shall have the
authority to decide whether any person who
is not awitness may attend the hearing.
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11.5.31. Confidentiality of Proceedings
and Hearings

Once a Demand or submission has been
sent, the arbitration process shall remain
confidential. No party to the claim shall
disclose to any other person not directly
involved in the arbitration process (a) the
substance of, or basis for, the claim; (b)
the content of any testimony or other evi-
dence presented at an arbitration hearing
or obtained through discovery in the arbi-
tration; or (c) the terms or amount of any
arbitration award. The Arbitrator shall
maintain the confidentiality of the hearings
and the proceeding and shall have the au-
thority to make appropriate rulings to safe-
guard confidentiality, unless the law
provides to the contrary.

11.5.32. Postponements

The Arbitrator: (1) may postpone any hear-
ing upon the request of a party for good
cause shown; (2) must postpone any hear-
ing upon the mutual agreement of the par-
ties; and (3) may postpone any hearing on
his or her own initiative.

11.5.33. Oaths

Before proceeding with the first hearing,
the Arbitrator may take an oath of office
and, if required by law, shall do so. The
Arbitrator may require witnesses to testify
under oath administered by any duly quali-
fied person, including the Arbitrator, and,
if itisrequired by law or requested by any
party, shall do so.

11.5.34. Order of Proceedings and
Communication with Arbitrators

A hearing shall be opened by: (1) filing the
oath of the Arbitrator, where required; (2)
recording the date, time and place of the
hearing; (3) recording the presence of the
Arbitrator, the parties and their representa-
tives, if any; and (4) receiving into the
record the Demand and the Answer, if any.
The Arbitrator may, at the beginning of the
hearing, ask for statements clarifying the
issues involved.

The parties shall bear the same burdens of
proof and burdens of producing evidence as
would apply if their claims and counter-
claims had been brought in court.

Witnesses for each party shall submit to
direct and cross examination as approved by
the Arbitrator.

With the exception of the rules regarding
the alocation of the burdens of proof and
going forward with the evidence, the Arbi-
trator has the authority to set the rules for
the conduct of the proceedings and shall ex-
ercise that authority to afford afull and
equal opportunity to all partiesto present
any evidence that the Arbitrator deems
material and relevant to the resolution of
the dispute.

Documentary and other forms of physical
evidence, when offered by either party, may
be recelved in evidence by the Arbitrator.

The names and addresses of all witnesses
and a description of the exhibitsin the order
received shall be made a part of the record.

There shall be no ex parte communication
with the Arbitrator, unless the parties and
the Arbitrator agree to the contrary in ad-
vance of the communication.

11.5.35. Arbitration in the Absence of a
Party or Representative

Unless the law provides to the contrary, the
arbitration may proceed in the absence of
any party or representative who, after due
notice, fails to be present or failsto obtain
a postponement. An award shall not be
based solely on the default of a party. The
Arbitrator shall require the party who is
present to present such evidence asthe Ar-
bitrator may require for the making of the
award. If the Case Administrator reason-
ably believes that only one party is going
to attend the hearing, the Arbitrator may
receive evidence necessary to render aver-
dict either by telephone conference or by
affidavit.

11.5.36. Evidence

The parties may offer such evidence as
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isrelevant and material to the dispute and
shall produce such evidence asthe Arbitra-
tor deems necessary to an understanding
and determination of the dispute. An
Arbitrator or other person authorized by
law to subpoena witnesses or documents
may do so upon the request of any party or
independently.

TheArbitrator shall be the judge of the
relevance and materiality of the evidence
offered, and conformity to legal rules of
evidence shall not be necessary, except that
the Arbitrator will apply the law relating to
privileges and work product. All evidence
shall be taken in the presence of the Arbi-
trator and al of the parties, except where
any of the partiesis absent, in default or
has waived the right to be present.

11.5.37. Evidence by Affidavit or
Declaration and Post-Hearing Filing of
Documentsor Other Evidence

The Arbitrator may receive and consider the
evidence of witnesses by affidavit, but shall
giveit only such weight as the Arbitrator
deemsit entitled to after consideration of
any objection made to its admission.

If the parties agree or the Arbitrator di-
rects that documents or other evidence may
be submitted to the Arbitrator after the
hearing, the documents or other evidence
shall be filed with the Case Administrator
for transmission to the Arbitrator, unless
the parties agree to a different method of
distribution. All parties shall be afforded an
opportunity to examine such documents or
other evidence and to lodge appropriate ob-
jections, if any.

11.5.38. Inspection or Investigation

An Arbitrator finding it necessary to make
an inspection or investigation in connection
with the arbitration shall direct the Case
Administrator to so advise the parties. The
Arbitrator shall set the date and time, and
the Case Administrator shall notify the par-
ties. Any party who so desires may be pres-
ent during the inspection or investigation.
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In the event that one or all parties are not
present during the inspection or investiga-
tion, the Arbitrator shall make an oral or
written report to the parties and afford
them an opportunity to comment.

11.5.39. Interim Measures

At the request of any party, the Arbitrator
may take whatever interim measures he or
she deems necessary with respect to the
dispute, including measures for the conser-
vation of property.

Such interim measures may be taken in
the form of an interim award, and the Arbi-
trator may require security for the costs of
such measures.

11.5.40. Closing of Hearing
TheArbitrator shall specifically inquire of
all parties whether they have any further
proofs to offer or witnesses to be heard.
Upon receiving negative replies or if satis-
fied that the record is complete, the Arbi-
trator shall declare the hearing closed.

If briefs are to be filed, the hearing shall
be declared closed as of the final date set
by the Arbitrator for the receipt of briefs. If
documents are to be filed as provided in
Rule 11.5.37 and the date set for their re-
ceipt islater than that set for the receipt of
briefs, the later date shall be the date of
closing the hearing. The time limit within
which the Arbitrator is required to make
the award shall commence to run, in the
absence of other agreements by the parties,
upon closing of the hearing.

11.5.41. Reopening of Hearing

The hearing may be reopened by the Arbi-
trator upon the Arbitrator’s initiative, or
upon application of a party for cause
shown, a any time before the award is
made. |f reopening the hearing would pre-
vent the making of the award within the
specific time agreed on by the partiesin the
contract(s), out of which the controversy
has arisen, the matter may not be reopened
unless the parties agree on an extension of
time. When no specific date isfixed in the
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contract, the Arbitrator may reopen the
hearing and shall have thirty (30) calendar
days from the closing of the reopened hear-
ing within which to make an award.
11.5.42. Waiver of Oral Hearing
The parties may provide, by written agree-
ment, for the waiver of oral hearingsin
any case. If the parties are unable to agree
as to the procedure, the Arbitrator shall
specify afair and equitable procedure.
11.5.43. Waiver of Objection/Lack of
Compliance with These Rules
Any party who proceeds with the arbitra-
tion after knowledge that any provision or
requirement of these rules has not been
complied with, and who fails to state ob-
jections thereto in writing, shall be deemed
to have waived the right to object.
11.5.44. Extensions of Time
The parties may modify any period of time
by mutual agreement. The Administrator
or the Arbitrator may for good cause ex-
tend any period of time established by
these rules, except the time for making the
award. The Case Administrator shall notify
the parties of any extension.
11.5.45. Serving of Natice
Each party shdl be deemed to have con-
sented that any papers, notices, or process
necessary or proper for the initiation or con-
tinuation of an arbitration under these rules;
for any court actions in connection there-
with; or for the entry of judgment on an
award made under these procedures, may be
served on aparty by mail addressed to the
party or its representative at the last known
address or by personal service, in or outside
the state where the arbitration is to be held.
The Case Administrator and the par-
ties may also use facsimile transmission,
telex, telegram, or other written forms of
€lectronic communication to give the no-
tices required by these rules, provided that
the Case Administrator shall use ameans
that provides proof of delivery when
giving notice of the filing of a Demand.

11.5.46. Time of Award

The award shall be made promptly by the
Arbitrator and, unless otherwise agreed by
the parties or specified by law, no later than
thirty (30) calendar days from the date of
closing of the hearing or, if oral hearings
have been waived, from the date of the
Case Administrator’s transmittal of the fi-
nal statements and proofsto the Arbitrator.
11.5.47. Form of Award

The award shall be in writing and shall be
signed by the Arbitrator. It shall be exe-
cuted in the manner required by law. Upon
the unanimous written request by all par-
ties, submitted to the Case Administrator
in advance of the hearing, the Arbitrator
may, but is not required to, provide a sum-
mary of the reasons for the award.
11.5.48. Scope of Award

TheArbitrator may grant any remedy or
relief that the Arbitrator deems just and
equitable and that would have been avail-
able to the parties had the matter been
heard in court. The Arbitrator shall, in the
award, assess arbitration fees, costs, ex-
penses, reasonable attorneys' fees and
compensation as provided in the applicable
Fees/Costs Schedule, in favor of the pre-
vailing party and, in the event any fees or
costs are due the Administrator, in favor of
the Administrator.

The Arbitrator shall award to a prevail-
ing party reimbursement for that party’s
reasonable attorney’s feesin whole or in
part.

If the parties settle their dispute during
the course of the arbitration, the Arbitrator
may set forth the terms of the settlement in
aconsent award.

The parties shall accept aslegal deliv-
ery of the award the placing of the award
or atrue copy thereof in the mail, ad-
dressed to aparty or its representative at
the last known address, personal service of
the award, or thefiling of the award in any
manner that may be required by law.
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The Award shall have no precedential
value with regard to similar Issuesin future
Cases.

11.5.49. Final and Binding Award;
Consent to Entry of Judgment
TheArbitrator’s award shall be final and
binding. Judicid review, if any, shall be
limited, as provided by law. Parties to these
procedures shall be deemed to have con-
sented that judgment upon the arbitration
award may be entered by any court of com-
petent jurisdiction. Proceedings to enforce,
confirm, modify or vacate an Award will be
controlled by and conducted in conformity
with the Federa Arbitration Act, 9 U.S.C.
Sec 1 et. seq. or applicable state law.
11.5.50. Sanctions

The Arbitrator may award appropriate
sanctions for failure of a party to comply
with its obligations under any of these
Rules. These sanctions may include, but
are not limited to, assessment of costs, pro-
hibition of certain evidence, or in the ex-
treme cases, ruling on an issue submitted to
arbitration adversely to the party who has
failed to comply.

11.5.51. Release of Documents for
Judicial Proceedings

The Case Administrator shall, upon the writ-
ten request of a party, furnish to the party, at
that party’s expense, certified copies of any
papersin the Case Administrator’'s casefile
that may be required in judicid proceedings
relaing to the arbitration.

11.5.52. Judicial Proceedings and
Exclusion of Liability

No judicial proceeding by aparty relating
to the subject matter of the arbitration shall
be deemed awaiver of the party’sright to
arbitrate.

The partieswill not call the Arbitrator,
the Case Administrator, Director of Profes-
sional Services, Senior Judicial Officer or
any other J.A.M.SEndispute employee or
agent asawitness or as an expert in any
pending or subsequent litigation or other
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proceeding involving the parties and relating
to the dispute that is the subject of the Arbi-
tration. The Arbitrator, Case Administrator,
Director of Professiona Services, Senior Ju-
dicia Officer and other JA.M.S/ Endispute
employees and agents are also disqualified
as witnesses or experts.

The parties will defend the Arbitrator,
Case Administrator, Director of Profes-
siona Services, Senior Judicia Officer and
J.A.M.SEndispute from any subpoenas
from outside parties arising from the Arbi-
tration. Neither the Arbitrator, Case Admin-
istrator, Director of Professiona Services,
Senior Judicial Officer nor JA.M.SEndis-
pute is a necessary party in any litigation or
other proceeding relating to the Arbitration
or the subject matter of the Arbitration, and
neither the Arbitrator, Case Administrator,
Director of Professional Services, Senior
Judicia Officer nor JA.M.S/Endispute, in-
cluding its employees or agents, will be li-
ableto any party for any act or omissionin
connection with any Arbitration conducted
under these Rules.

11.5.53. Indigent Participants

A party to a dispute who desires to proceed
in Arbitration but isincapable of prepaying
the fees or cogts, shall file an affidavit in the
form attached as Exhibit A (see page F-61)
with the Case Administrator, showing their
inability to pay feesand costs or to give se-
curity therefore. The Case Administrator
shall forward such affidavit to the Arbitra-
tion Indigency Fund who shall decide
whether to grant such request. If the Fund
Administrator grants such request, the fees
and costs shall be advanced on behalf of the
indigent participant by the Fund Administra-
tor. If the Fund Administrator denies such
request, the requesting party shall be entitled
to apped such decision to the Arbitrator
who retains final authority to approve or
deny the request. The indigent participant
shall at all times be responsible to repay any
fees and costs advanced on their behaf, and
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said fees shal be deducted from any award
received by the indigent party.

Whenever aparty seeksto gppeal the Fund
Administrator’s determination that he or she
does not qualify for indigent status, the party
shal notify JA.M.SEndispute immediately,
who shdl place the matter before the Arbi-
trator for decison immediately upon hisor
her appointment. In al such cases, the Fund
Administrator shall pay any filing fee that
would otherwise be required of the request-
ing party, subject to rembursement by the
requesting party in the event that the Arbitra-
tor deniesthe apped. The Arbitrator shall de-
cide the question solely upon areview of the
affidavit submitted by the requesting party
and any other documents submitted by the
parties and the Fund Administrator. The Ar-
bitrator's decision on this question shall be
final. If the Arbitrator denies the requesting
party’s appedl, then the requesting party shdl
be required to make payment of al such fees
and costs.

Fees/Costs Schedule

11.5.54. Feesand Costsin General

The fee schedule in effect at the time the
demand for arbitration or submission
agreement is received, shall be applicable.
Unless the parties agree otherwise, al fees
and costs are subject to alocation by the
Arbitrator in the award.

Any arrangement for the compensation
of an Arbitrator shal be made through the
Case Administrator and not directly between
the parties and the Arbitrator. Payment of
the Arbitrator’s fees and expenses shdl be
made by the Case Administrator from the
fees and moneys collected by the Case Ad-
ministrator for this purpose.

11.5.55. Filing and Case

Management Fees

A non-refundable case management filing
fee of $300 shall be paid by the initiating
party or parties at the time the matter is
filed with the Case Administrator.

11.5.56. Hearing Fees

The professional fees for the first Hearing
day shall be $2,900. This shall entitle the
partiesto afull eight-hour day of Hearing
time, and up to three hours of pre-Hearing
or post-Hearing services by the Arbitrator
which includes time for the preparation of
the award. Additional Hearing time will be
billed in half-day increments (4 hours of
Hearing time and up to 1.5 hours of pre- or
post-Hearing time) at the rate of $1,450
per increment. Additional pre-Hearing or
post-Hearing services will be billed in
1-hour increments at the rate of $300 per
hour. Any variation in this fee schedule
must be arranged with the Case Adminis-
trator and agreed to by the parties.

11.5.57. Hearing Room Rental

The Hearing fees described above do not
cover the rental of Hearing rooms for
Arbitrations that are conducted at non-
J.A.M.S/Endispute offices or when afeeis
assessed to JA.M.SEndispute. All costs
relating to the rental of any facilities shall
be divided equally among the parties and
will be billed upon scheduling. If the Hear-
ing is rescheduled or canceled, any addi-
tional fees or refunds will be assessed
equally among the parties.

11.5.58. Expenses

Unless otherwise agreed by the parties, the
expenses of witnesses shall be borne by the
party calling such witnesses. All expenses
of the arbitration, including required travel
and accommodations, travel time when ap-
plicable, and other expenses of the Arbitra-
tor, Case Administrator representatives, and
any costs relating to witnesses or any other
proof produced at the direction of the Arbi-
trator, shall be borne as directed by the Ar-
bitrator in the award.

11.5.59. Deposits

The Case Administrator shall estimate the
feesrequired for the Arbitration. As directed
by the Case Administrator, the parties shall
deposit such sums of money necessary to
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cover the expenses of the Arbitration. The
Case Adminigtrator shall also have the au-
thority to require a deposit for any necessary
additiona expensesrelated to the Arbitra-
tion. The Case Administrator shall apply the
deposits as directed and shall return any un-
expended balance to the appropriate party in
atimely fashion.

11.5.60. Suspension for Nonpayment

If the professiona or administrative fees
have not been paid in full, the Case Admin-
istrator may so inform the partiesin order
that one of them may advance the required
payment. If such payments are not made,
the Arbitrator may order the suspension or
termination of the proceedings. If no Arbi-
trator has yet been appointed, the Adminis-
trator may suspend the proceedings.
11.5.61. Postponement/Cancellation Fees
A fee of $300 is payable by a party causing
apostponement of any hearing scheduled
before an Arbitrator. If the request is made
jointly by the parties, this fee will be divided
equally among the parties. No fee shdl be
dueif theArbitrator postpones the Hearing
on hisor her own initiative.

11.5.62. Refundsfor Cancellation and/or
Postponement

Thefiling and case management fees are
non-refundable. Any professional fees de-
posited by the parties shall be fully refunded
provided a proper notice of cancellation or
postponement is received by the Case Ad-
ministrator at least fourteen (14) calendar
days prior to the first day of the scheduled
Hearing. If anotice of cancellation or post-
ponement is received within fourteen (14)
caendar days of the first day of a scheduled
Hearing, arefund of Hearing fees shall be
made only if the Arbitrator is able to sched-
ule another Hearing for that date. Any other
fees or expenses shall be refunded in accor-
dance with the terms under which they were
incurred.
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12. Enforcement of the Rules

The Corporation reserves the sole right to
enforce the Rules of Conduct, and to sanction
violating IBOs as hecessary in order to preserve
the goals and purpose of the IBO Plan. The
Business Conduct and Rules Department shall
have the authority to enforce the Rules of
Conduct. In order to promote compliance with
these Rules, the Business Conduct and Rules
Department shall have the right to impose
various sanctions including, but not limited to,
those listed below.

12.1. A written admonishment or warning to an
IBO, an IBO's Persona Group, or part or al of
an IBO’s Line of Sponsorship clarifying the
meaning and application of a Rule and advising
continued violation could result in more severe
remedies or sanctions.

12.2. Censuring or retraining of an IBO, an
IBO's Personal Group, or part or al of anIBO's
Line of Sponsorship, with expenses of retraining
charged to the IBO(S), as appropriate.

12.3. Suspending some or all of the rights of an
IBO for specified periods of time, or until cer-
tain conditions have been satisfied. A general
suspension shall prohibit IBOs from holding
themselves out as IBOs and from engaging in
any activity of an IBO with the exception that
they may continue to pay bonus checks and
supply product downline, purchase product for
their personal consumption or to fulfill any reg-
ular standing Member or Client orders, or en-
gage in the buy back of product.

12.4. Withdrawing or denying an award, trip or
pin recognition for a specified period of time,
or until certain conditions have been satisfied.
12.5. Withholding bonus monies.

12.6. Compensatory remedies, as appropriate,
to compensate injured or aggrieved IBOs, or in-
cluding, but not limited to, reimbursement for
expenses, repayment of bonuses, buy back of
products, etc.

12.7. Transferring an IBO, aleg, or entire
group to the next IBO upline.

12.8. Terminating the IBO’s business, with
option to sell within a specified period of time.
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12.9. Terminating the IBO’s business.

12.10. Any sanctions imposed by the Corpora-
tion shall remain confidential between the
sanctioned party and the Corporation, except to
the extent that the sanctionsinvolve athird
party’s business.

12.11. In the event that an IBO feels that the
Corporation through its sanctions, has improp-
erly deprived him or her of a substantial and
material property right, such IBO shall have
the right to appeal such decision in accordance
with the Conciliation and Enforcement proce-
dures outlined herein.
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Exhibit A

Affidavit in Support of Proceeding With-
out the Prepayment of Costs or Fees
Arbitration Case #

V.
I, being
first duly sworn, depose and say that | am the

in the above entitled arbi-
tration; that in support of my request to proceed
in this arbitration without being required to pre-
pay fees, costs or give security therefore, | state
that because of my poverty | am unable to pay
the costs of said proceeding or to give security
therefore; that | believe | am entitled to redress;
and that theissueswhich | desire to present are
thefollowing:

| further swear that the responses which | have
made to the questions and instructions below re-
lating to my ability to pay the costs of arbitration
aretrue:

1. Areyou presently employed?

a) If the answer isyes, state the amount of your
sdlary per month and give the name and ad-
dress of employer.

b) If the answer is no, state the date of your last
employment and the amount of salary and
wages per month which you received.
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2. Have you received within the past twelve
months an income from a business, pro-
fession or other form of self-employment,
or in theform of any rent payments, in-
terest, dividendsor other source?

a) If the answer isyes, describe each source of
income, and state the amount received from
each during the past twelve months.

3. Do you own any cash, checking or savings
accounts?

a) If the answer isyes, state the total value of
the items owned.

4. Do you own any real estate, stocks, bonds,
notes, automobiles or other valuable
property?

a) If the answer isyes, describe the property
and state its approximate value.

5. List the personswho are dependent upon
you for support and state your relation-
ship to those persons.

| understand that a false statement or answer to

any of the questions in this affidavit will sub-

ject me to penalties for perjury.

Affiant’s Signature

Date

Subscribed AND SWORN TO methis
day of , (year) )

L et the applicant proceed without prepay-
ment of costs or fees or the necessity of giving
security therefore.

Fund Administrator

Arbitrator
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The Right to Differ

One of the great advantages of the Corporation’s
business is the high degree of help we give one
another. You see the caring and encouragement
in many ways: The specia one-on-one relation-
ship between an upline and a downline. The
exchange of business information and inspira-
tion a an IBO meeting. Even the structure of
the Independent Business Ownership Plan re-
wards achievement when IBOs help each other
build the business.

Our successful past and the key to a growing
futureis reaching out and accepting others.
Inviting all people into this exciting world of
opportunity, no matter their particular back-
ground. Including —not excluding —them.

From the beginning, the Corporation has
prided itself on being an equa opportunity
business. It's an opportunity open to people
from all walks of life— people with varying reli-
gious convictions, political affiliations, nation-
alities, ethnic backgrounds and racial origins.

IBOs come together as business associates,
agreeing on the principles of free enterprise.
They work together to achieve financial inde-
pendence by following the Independent Busi-
ness Ownership Plan and observing the Code
of Ethics and Rules of Conduct. On all other
issues not specifically affecting the operation
of their businesses, IBOs have the right to hold
differing viewpoints, without their differences
jeopardizing their status as IBOs or their busi-
ness relationships with other IBOs.

If the business platform becomes a pulpit for
preaching religious doctrines or political
causes, people with differing beliefs who at-
tend what they expect to be a business meeting
are turned away — or turned off —from becom-
ing an IBO. In essence, they are discouraged
from participating in a business opportunity.

The Corporation has been a great success
because it is not restrictive. Because it is acces-
sible to everyone. Because it can be tailored to
meet the needs of the individua.

Theright to choose and the right to differ.
Personal choice and personal freedom.

The “Buy-Back” Rule: A Closer Look
The “Buy-Back” Rule in the Rules of Conduct
(Rule 5.3.6) protects IBOs against inventory
loading and assures that no one who electsto
become an IBO, but who later decidesto relin-
quish his or her business, will be left with
unwanted products, literature or sales aids.

Q. How much refund does a departing IBO
receive under the “Buy-Back” Rule?

A. The departing IBO is entitled to whatever
refund is agreed upon between the departing
IBO and his or her sponsor. Normally he will
receive the net cost of the salable productsto
be returned. Net cost isthe IBO cost of the
product less any Performance Bonuses previ-
ously received on that product. In addition, the
repurchasing I1BO has the right to deduct up to
10% of BV asaservice or handling charge.

Q. What happensiif a sponsoring IBO re-
fuses or fails to buy back salable products from
an IBO who is leaving the business?

A. The responsibility to repurchase the prod-
ucts passes up the Line of Sponsorship from
IBO to IBO up to the first Platinum IBO. If the
Platinum IBO fails or refuses to buy back the
products, the Corporation will buy them back
and will then charge the account of the Platinum
IBO accordingly. Moreover, any IBOs above the
departing IBO in the Line of Sponsorship who
fail to honor the buy-back request may lose their
right to register any IBOswho were registered
by the departing IBO. Sponsorship of those
IBOs previously sponsored by the departing
IBO may pass up the Line of Sponsorship to the
IBO who assumes the responsibility for buying
back the departing IBO's sdlable inventory.
Note: To return literature for credit or refund,
the literature must be sent back initsoriginal
wrapping, unopened and unused.
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Q. How does the “Buy-Back” Rule differ from
the Satisfaction Guarantee?

A. The Corporation’s Customer Satisfaction
Guarantee covers replacement or refund for
products which retail customers find unsatisfac-
tory. (Note: A “customer” is the end-user or
consumer of a product. Thus, when IBOs pur-
chase products for their own use, they are
considered customers in such instances.) The
“Buy-Back” Rule, on the other hand, applies
only to IBOs and covers situationsin which an
IBO (1) decides to leave the business, (2) has
marketable (salable) products which he or she
wishes to return and (3) iswilling to pay the
cost of returning such products to his or her
sponsor or Platinum IBO.
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Sponsoring Outside
the U.S.

AsaQuixtar IBO, you have the opportunity
to expand your business in various international
markets where Amway has affiliates. For infor-
mation, contact International Inquiries at
Qinternational.inquiries@quixtar_com.
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