AS FILED WITH THE SECURITIES AND EXCHANGE COMMISSION ON OCTOBER 28, 1998

FILE NO. 333-63133

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

AMENDMENT NO. 1
TO
FORM S-1

REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933

MANNATECH, INCORPORATED
(Exact Name of Registrant as Specified in Its Charter)

TEXAS 2833 75-2508900
(State or other Jurisdiction of (Primary Standard Industrial (I.R.S. Employer
Incorporation or Organization) Classification Code Number) Identification No.)

600 S. ROYAL LANE, SUITE 200
COPPELL, TEXAS 75019
(972) 471-7400
(Address, including zip code, and telephone number, including
area code, of registrant's principal executive offices)
CHARLES E. FIORETTI
CHAIRMAN OF THE BOARD AND CHIEF EXECUTIVE OFFICER
MANNATECH, INCORPORATED
600 S. ROYAL LANE, SUITE 200
COPPELL, TEXAS 75019
(972) 471-7400
(Name, and address, including zip code, and telephone number,
including area code, of agent for service)

COPY TO:
J. KENNETH MENGES, JR., P.C.
Akin, Gump, Strauss, Hauer & Feld, L.L.P.
1700 Pacific, Suite 4100
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APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO THE PUBLIC:
AS SOON AS PRACTICABLE AFTER THE EFFECTIVE DATE OF THIS REGISTRATION STATEMENT.

If any of the securities being registered on this Form are to be offered on
a delayed or continuous basis pursuant to Rule 415 under the Securities Act of
1933, check the following box. /X/

If this Form is filed to register additional securities for an offering
pursuant to Rule 462(b) under the Securities Act, please check the following box
and list the Securities Act registration statement number of the earlier
effective registration statement for the same offering. / /

If this Form is a post-effective amendment filed pursuant to Rule 462(c)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. / /

If this Form is a post-effective amendment filed pursuant to Rule 462(d)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. / /

If delivery of the prospectus is expected to be made pursuant to Rule 434,
check the following box. / /

CALCULATION OF REGISTRATION FEE

PROPOSED MAXIMUM PROPOSED MAXIMUM
TITLE OF EACH CLASS OF AMOUNT TO OFFERING PRICE AGGREGATE
SECURITIES TO BE REGISTERED BE REGISTERED PER SHARE(1) OFFERING PRICE(1)

Common Stock, par value $0.0001 per
SN . ottt 5,295,015 $8.00 $42,360,120

(1) Estimated pursuant to Rule 457 solely for purpose of calculating the amount

AMOUNT OF
REGISTRATION
FEE(2)

$802



of the registration fee.

(2) The Registrant previously paid $11,694 to register 4,955,000 shares, but has
subsequently increased the size of the offering. The Registrant has paid the
additional $802 to register such additional shares.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL
FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS REGISTRATION
STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8(a) OF
THE SECURITIES ACT OF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATE AS THE COMMISSION, ACTING PURSUANT TO SAID SECTION 8(a),
MAY DETERMINE.



SUBJECT TO COMPLETION, DATED OCTOBER 28, 1998

INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLETION OR AMENDMENT. A
REGISTRATION STATEMENT RELATING TO THESE SECURITIES HAS BEEN FILED WITH THE
SECURITIES AND EXCHANGE COMMISSION. THESE SECURITIES MAY NOT BE SOLD NOR MAY
OFFERS TO BUY BE ACCEPTED PRIOR TO THE TIME THE REGISTRATION STATEMENT BECOMES
EFFECTIVE. THIS PROSPECTUS SHALL NOT CONSTITUTE AN OFFER TO SELL OR THE
SOLICITATION OF AN OFFER TO BUY NOR SHALL THERE BE ANY SALE OF THESE SECURITIES
IN ANY STATE IN WHICH SUCH OFFER, SOLICITATION OR SALE WOULD BE UNLAWFUL PRIOR
TO REGISTRATION OR QUALIFICATION UNDER THE SECURITIES LAWS OF ANY SUCH STATE.



A MINIMUM OF 2,500,000 SHARES
AND
A MAXIMUM OF 5,295,015 SHARES

[LOGO]

COMMON STOCK

A minimum of 2,500,000 shares and a maximum of 5,295,015 shares at the price
of $8 per share are being offered by the Company and certain selling
shareholders (the "Selling Shareholders"). Of the minimum of 2,500,000 shares,
1,500,000 are being offered by the Company and 1,000,000 are being offered by
the Selling Shareholders. The next 1,055,000 shares to be sold are being offered
by certain of the Selling Shareholders. Sales of an amount of shares in excess
of 3,555,000 up to 4,955,000 will be divided equally between the Company and the
Selling Shareholders and sales in excess of 4,955,000 up to the maximum of
5,295,015 will be made by the Selling Shareholders. During the 30 business days
subsequent to the commencement of the offering, each subscriber may subscribe
for a minimum of 100 shares.

The offering will continue until , 1998, unless terminated
by the Company prior thereto, and at the option of the Company, may be extended
through , 1999 (as extended, the "Termination Date"), at the

election of the Company. All subscription proceeds for the minimum amount to be
sold will be deposited in an escrow account at Bank One Texas, N.A., subject to
a closing on such escrowed funds once the Company has accepted subscriptions for
at least 2,500,000 shares and, if all shares offered hereby are not sold at such
time, to subsequent closings from time to time as determined by the Company.
Escrowed funds will be promptly returned to subscribers, without interest or
deduction, if the minimum subscriptions are not received by the Termination
Date. After the minimum subscriptions have been received, the Company may accept
subscriptions at any time or from time to time during the offering. No shares of
Common Stock will be issued until subscription proceeds are released to the
Company or the Selling Shareholders.

Prior to this offering, there has been no public market for the Common Stock
of the Company. See "Plan of Distribution" for a discussion of the factors
considered in determining the initial public offering price. The Common Stock
has been approved for quotation and trading on the Nasdaq National Market under
the symbol "MTEX."

SEE "RISK FACTORS" COMMENCING ON PAGE 8 FOR A DISCUSSION OF CERTAIN FACTORS
THAT SHOULD BE CONSIDERED BY PROSPECTIVE PURCHASERS OF THE COMMON STOCK OFFERED
HEREBY .

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

PRICE COMMISSIONS NUMBER OF PROCEEDS PROCEEDS
TO TO PLACEMENT SHARES TO TO SELLING
PUBLIC AGENT (1) OFFERED COMPANY (2) SHAREHOLDERS(2)
Per Share........... $8.00 $0.32 1 $7.68 $7.68
Total Minimum....... 2,500, 000 $800, 000 2,500, 000 $11,520, 000 $7,680, 000
Total Maximum....... 5,295,015 $1,694, 405 5,295, 015 $16, 896, 000 $23,769,716

(1) The Company has agreed to pay the Placement Agent a 4% commission on each
share sold. This commission will be deducted from the proceeds due to the
Company or the Selling Shareholders, as appropriate.

(2) Before deducting expenses payable by the Company estimated at $460,000.

The date of this Prospectus is , 1998.



PROSPECTUS SUMMARY

THE FOLLOWING SUMMARY IS QUALIFIED IN ITS ENTIRETY BY THE MORE DETAILED
INFORMATION AND THE FINANCIAL STATEMENTS AND NOTES THERETO APPEARING ELSEWHERE
IN THIS PROSPECTUS. INVESTORS SHOULD CAREFULLY CONSIDER THE RISK FACTORS RELATED
TO THE PURCHASE OF COMMON STOCK OF THE COMPANY. UNLESS OTHERWISE INDICATED, ALL
INFORMATION IN THIS PROSPECTUS REFLECTS A 1,000-FOR-1 SPLIT OF THE COMPANY'S
OUTSTANDING COMMON STOCK EFFECTED IN 1997 (THE "STOCK SPLIT"). SEE "RISK
FACTORS."

THE COMPANY

Mannatech develops and sells proprietary nutritional supplements and topical
products through a network marketing system. The Company sells its products in
the United States and Canada, through a network consisting of approximately
226,000 active Associates (an "active" Associate has purchased products from the
Company within the last 12 months) as of September 30, 1998, and is currently
planning to expand into Australia, while continuing to assess the potential of
other foreign markets. Since commencing operations in November 1993, the
Company's sales have grown from approximately $8.4 million in 1994 to
approximately $150.6 million in 1997.

The Company pursues a two-fold business strategy: (i) to develop a
proprietary line of nutritional supplements having both health benefits and mass
appeal to a general population demanding non-toxic healthcare alternatives and
(ii) to provide an appealing framework for persons interested in the products to
establish a direct sales business. To date, the Company has focused its
development efforts primarily in the area of carbohydrate technology, creating a
proprietary ingredient, Ambrotose-Registered Trademark- Complex, which combines
the naturally occurring sugars required to support optimal cell-to-cell
communication. Additional Company efforts have been focused on developing
products based on scientific advances in the emerging field of phytochemistry,
which has identified certain naturally occurring components of various plants,
known as "phytochemicals," which, while not essential to sustain life, are
fundamental to optimal health.

Ambrotose-Registered Trademark- Complex is the cornerstone of the Company's
product lines. These products are designed to support various systems and
functions of the human body, including (i) the cell-to-cell communication
system, (ii) the immune system, (iii) the endocrine system, (iv) the intestinal
system and (v) the dermal system. The Company also markets products designed to
aid in sports performance and nutritional support. The Company's products,
Man-Aloe-Registered Trademark-, Ambrotose-Registered Trademark- and Bulk
Ambrotose-Registered Trademark-, are designed to support cell-to-cell
communication. For immune system support, the Company offers
Phyt-Aloe-Registered Trademark-, for adults, and Phyto-Bears-Registered
Trademark-, a chewable gummi-bear nutritional supplement product marketed to
children but popular with adults. Other products include MVP-TM- and Plus for
endocrine system support, MannaCleanse-TM- for intestinal system support and
Emprizone-Registered Trademark-, Firm and Naturalizer for dermal care. The
Company offers several products designed to aid sports performance by enhancing
the body's natural recovery process and supporting lean tissue development,
including Em-Pact-TM-, Bulk Em-Pact-TM- and Sport with Ambrotose-Registered
Trademark-. The Company also markets Profile 1, Profile 2 and Profile 3, which
support the body's nutritional needs.

In March 1998, the Company introduced MannaBAR-TM-, a nutritional supplement
bar in two versions that contain the equivalent of the Company's recommended
minimum daily supply of Ambrotose-Registered Trademark-Complex,
Phyt-Aloe-Registered Trademark- and Plus. In September 1998 the Company
introduced Manna-C-TM-, a nutritional support for nasal and sinus health
containing Ambrotose-Registered Trademark- Complex, monosaccharides necessary to
the manufacture of glycoproteins and an herbal blend of Vitamin C and other
nutrients which support cell functions and, in October 1998, introduced
Ambrostart, a nutritional support fiberdrink containing Ambrotose-Registered
Trademark- Complex, and Bulk Phyt-Aloe-Registered Trademark-. In addition to
MannaBAR-TM- and Manna-C-TM-, the Company plans to release additional products
as new nutritional compounds or areas of consumer demand are identified by the
Company. All new products are expected to contain proprietary components.



The Company's products are marketed exclusively through a network marketing
system. The Company believes that its network marketing system is well-suited to
its products, which emphasize health and nutrition, because network marketing
allows in-person product education not available through traditional marketing
techniques. The Company's network marketing system appeals to a broad cross-
section of people, particularly those seeking to supplement family income, start
a home-based business or pursue employment opportunities other than
conventional, full-time employment.

In 1997, the Company made a substantial investment in infrastructure,
including investments in its new headquarters building, new distribution center,
information technology systems and new research and development laboratory. The
Company believes it will be able to continue its sustained and profitable growth
by capitalizing on its operating strengths, including its (i) proprietary
product offerings, (ii) superior research and development capability, (iii)
strong Associate support philosophy, (iv) flexible operating strategy and (v)
experienced management team.

Prior to June 1, 1997, certain of the Company's intellectual property rights
and marketing rights were held by limited partnerships controlled by certain of
the Company's shareholders. On June 1, 1997, in order to simplify the Company's
ownership structure and consolidate all operating activities, the Company
entered into agreements to effect a reorganization through merging with the
corporate general partners of the limited partnerships in which the Company was
the surviving corporation and exchanging shares of Common Stock for the entire
ownership interests of the limited partnerships (the "Reorganization"). Pursuant
to the Reorganization, the Company issued an aggregate of 10,000,000 shares of
Common Stock to the holders of the general partnership and the limited
partnership interests. In addition, during May and June 1997 the Company issued
2,027,571 shares of Common Stock in consideration for the cancellation of
incentive compensation agreements with two shareholder-employees and four other
employees of the Company, including 626,971 shares issued to cancel incentive
compensation agreements that had been provided in lieu of ownership interests in
the limited partnerships. See Note 9 to the Financial Statements. The net effect
of the foregoing transactions was to increase the number of shares of Common
Stock outstanding by 12,027,571, while retaining substantially the same relative
ownership of the Company among the Company's original shareholders. See
"Management's Discussion and Analysis of Financial Condition and Results of
Operations," "Certain Transactions-Partnership Transactions" and "-Incentive
Compensation Agreements."

The Company was incorporated in Texas in 1993 under the name Emprise
International, Inc. and changed its name to Mannatech, Incorporated in 1995. The
principal executive offices of the Company are located at 600 S. Royal Lane,
Suite 200, Coppell, Texas 75019, and the Company's telephone number is (972)
471-7400.



THE OFFERING

Common Stock offered:

M dmMUM . o i i e e e e e e e 2,500,000 shares
MaXIMUM. o vttt et ettt ettt et e e 5,295,015 shares
Common Stock to be outstanding after this offering:
MINAMUM. e e s 23,618,769(1)
MaXIMUM . o vttt et ettt e 24,776,753(2)
Use Of ProCeeds. .. vt i e it st e s For international expansion, capital

investments, working capital and other general
corporate purposes. See "Use of Proceeds."
Nasdag National Market Symbol...............cuiiiiiiiiiinnnnnnns MTEX

(1) Includes 17,031 shares of Common Stock which may be sold in this offering
upon exercise of an outstanding warrant (the "Exercised Warrant Shares"),
assuming the sale of the minimum number of shares in this offering. Does not
include 3,000,000 shares of Common Stock reserved for issuance under the
Company's 1997 Stock Option Plan and 1998 Incentive Stock Option Plan, of
which 2,243,000 shares were subject to outstanding options as of September
30, 1998 at a weighted average exercise price of $3.32 per share, (ii)
100,000 shares of Common Stock reserved for issuance subject to another
option outstanding as of September 30, 1998 at an exercise price of $2.00
per share and (iii) 457,984 shares of Common Stock reserved for issuance
subject to a warrant outstanding as of September 30, 1998 at an exercise
price of $1.35 per share.

(2) Includes 475,015 Exercised Warrant Shares which may be sold in this offering
assuming the sale of the maximum number of shares in this offering. Does not
include (i) 3,000,000 shares of Common Stock reserved for issuance under the
Company's 1997 Stock Option Plan and 1998 Incentive Stock Option Plan, of
which 2,243,000 shares were subject to outstanding options as of September
30, 1998 at a weighted average exercise price of $3.32 per share and (ii)
100,000 shares of Common Stock reserved for issuance subject to another
option outstanding as of September 30, 1998 at an exercise price of $2.00
per share.

HOW TO PURCHASE SHARES

Included as the final page of this prospectus is a subscription agreement
which must be completed by potential investors in order to purchase the Common
Stock offered hereby. The page containing the subscription agreement is
perforated to enable it to be detached. In order to subscribe to purchase Common
Stock, please detach, complete and execute the subscription agreement, include a
cashier's check made payable to "J.J.B. Hilliard, W.L. Lyons, Inc." and return
the executed subscription agreement and payment to: J.J.B. Hilliard, W.L. Lyons,
Inc., (the "Placement Agent") 501 South Fourth Avenue, Louisville, Kentucky
40202. The minimum amount that may be subscribed for is 100 shares. There is no
maximum. Subscriptions will be given priority based upon their date of receipt
by the Placement Agent. In the event that the minimum number of 2,500,000 shares
is not subscribed, all amounts received by the Escrow Agent (defined below) will
be returned without interest or deduction.



SUMMARY FINANCIAL INFORMATION

UNAUDITED

NINE MONTHS ENDED

YEAR ENDED DECEMBER 31, SEPTEMBER 30,

1994(1)
STATEMENT OF INCOME DATA:
Net SaleS. ...t et e e $ 8,445
Cost Of SAleS. .. i iii ittt it i i e 1,499
COMMISSIONS. . v v vttt ittt ittt e e 3,256
Gross profit...... .. 3,690
Operating expenses:

Selling and administrative expenses........ 2,063

Other operating costs............. . oo 2,115

Cancellation of incentive compensation

agreementsS. .. s -
Writeoff of deferred offering costs........ -
Total operating expenses................. 4,178
Income (loss) from operations................ (488)
Other (income) expense, net...........ovevvvunn 22
Income (loss) before income taxes............ (510)
Income tax (benefit) expense................. (168)
Net income (1OSS)....vviiiiinunnnnnnnninnnnnnn $ (342)
Earnings (loss) per common share:(3)

BASIC. ittt e $ (0.02)

Diluted. . .vv i e $ (0.02)
Weighted average common and common equivalent

shares outstanding:(3)

BaASIC. ittt e e 20,627

DALULEA. ottt ettt e 20,627
PRO FORMA INFORMATION: (4)

Income (loss) before income taxes, as

reported. ..o e e e $ (510)
Pro forma provision for income tax (benefit)

EXPENSE. vttt e (191)
Pro forma net income (1lOSS).......cvvvvvnnnnn. $ (319)
PRO FORMA EARNINGS (LOSS) PER COMMON

SHARE: (3)
= E e $ (0.02)
Diluted. ... ..o $ (0.02)
OTHER FINANCIAL DATA:

Depreciation and amortization................ $ 4
Capital expenditures(5) ... $ 72
Dividends declared per common share.......... $ 1.00(6)

1995 1996 1997 1997 1998
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)
$32,071 $86,311 $150,570 $111,102 $122,853
4,880 13,406 24,735 17,866 20,581
12,339 35,155 61,677 45, 460 48,975
14,852 37,750 64,158 47,776 53,297
7,012 17,764 27,846 19,940 22,622
5,253 11,746 19, 402 13,401 15,679
- - 2,192(2) 1,821

- - - - 941
12,265 29,510 49,440 35,162 39, 242
2,587 8,240 14,718 12,614 14,055
181 (116) (43) 174 (4)
2,406 8,356 14,761 12,440 14,059
67 1,194 4,139 3,507 5,413
$ 2,339 $ 7,162 $ 10,622 $ 8,933 $ 8,646
$ 0.11 $ 0.35 $ 0.50 $ 0.42 $ 0.39
$ 0.11 $ 0.35 $ 0.47 $ 0..41 $ 0.37
20, 627 20, 627 21,449 21,253 22,102
20, 627 20, 627 22,400 21,989 23,633

$ 2,406 $ 8,356 $ 14,761 $ 12,440

902 3,134 5,683 4,790

$ 1,504 $ 5,222 $ 9,078 $ 7,650

$ 0.07 $ 0.25 $ 0.42 $ 0.36

$ 0.07 $ 0.25 $ 0.41 $ 0.34
$ 75 $ 414 $ 1,189 $ 486 $ 1,584
$ 769 $ 2,660 $ 9,135 $ 5,501 $ 4,877
$ 1.00(6) $ 10.00(6) $ 0.37 $ 0.19 $ 0.36



SEPTEMBER 30, 1998

(IN THOUSANDS)

BALANCE SHEET DATA:

Cash and cash equivalents. .......c.oiiiiiiiiiiiiiiii ittt $ 1,373 $ 12,456 $ 16,827
WOrking capital. ... i e (11,329) (247) 6,996
TOTAL @S ST S e v vttt ettt ettt et e e 26,611 36,194 41,201
Total 1iabilities. . vu ettt 24,373 24,373 22,773
Redeemable WarrantsS . ...t e s 300 289 -
Total shareholders' eQUItY. ... .t ittt i i ees 1,938 11,532 18,428

(1) Statement of Income Data for the year ended December 31, 1994 includes the
period from November 4, 1993 (inception) through December 31, 1994. For the
two months of operations ended December 31, 1993, the Company's financial
data consisted of net sales of $0, selling and administrative expenses of
$43,049, other operating costs of $68,683 and a net loss of ($112,733). The
balance sheet reflects a total shareholders' deficit of ($111,733).

(2) In June 1997 and December 1997, the Company recorded one-time charges to
operations for the issuance of stock in exchange for the cancellation of
certain incentive compensation agreements. See "Management's Discussion and
Analysis of Financial Condition and Results of Operations" and "Certain
Transactions."

(3) Computed on the basis described in Note 1 in the Notes to Financial
Statements.

(4) The pro forma information shows the Company's net income and earnings per
share as if all income earned by the Company and the limited partnerships
was taxable at federal and state statutory rates.

(5) Capital expenditures include assets acquired through capital lease
obligations of $397,402 in 1997 and $1,471,985 for the nine months ended
September 30, 1998.

(6) Dividends were calculated based upon shares outstanding prior to the Stock
Split and the Reorganization (10,000 shares), each of which took place in
1997. Aggregate dividends declared amounted to $10,000, $10,000 and $100,000
in 1994, 1995 and 1996, respectively.

(7) As adjusted to give effect to the sale of 1,500,000 shares of Common Stock
offered by the Company hereby at an assumed initial public offering price of
$8.00 per share and the application of the estimated net proceeds therefrom.
See "Use of Proceeds" and "Capitalization." In addition, as of September 30,
1998, the Company had recorded $1,500,000 of deferred offering cost relating
to this offering. Total assets and shareholders' equity have been reduced by
this amount as well.

(8) As adjusted to give effect to the sale of 2,200,00 shares of Common Stock
offered by the Company hereby at an assumed initial public offering price of
$8.00 per share and the application of the estimated net proceeds therefrom.
See "Use of Proceeds" and "Capitalization." Also reduced for the $1,500,000
in deferred offering costs noted in (7) above.

TRADEMARKS

The tradename Mannatech-TM- and the Company's logo is a Texas trademark of
the Company. Product names used in this Prospectus are, in certain cases,
trademarks and are also the property of the Company, including; Ambrostart-TM-;
Ambrotose-Registered Trademark-; Bulk Ambrotose-Registered Trademark-; Bulk
Phyt-Aloe-TM-; Man-Aloe-Registered Trademark-; Manna-C-TM-; MannaBAR-TM-
(carbohydrate formula); MannaBAR-TM- (protein formula); MVP-TM-
Phyt-Aloe-Registered Trademark-; Phyto-Bears-Registered Trademark-;
MannaCleanse-TM-; and Emprizone-Registered Trademark-. Manapol-Registered
Trademark- is a registered trademark of Carrington Laboratories, Inc. All other
tradenames and trademarks appearing in this Prospectus are the property of their
respective owners.



RISK FACTORS

THE FOLLOWING RISK FACTORS SHOULD BE CONSIDERED CAREFULLY IN ADDITION TO THE
OTHER INFORMATION IN THIS PROSPECTUS BEFORE PURCHASING THE COMMON STOCK OFFERED
BY THIS PROSPECTUS. EXCEPT FOR THE HISTORICAL INFORMATION CONTAINED HEREIN, THE
DISCUSSION IN THIS PROSPECTUS CONTAINS CERTAIN FORWARD-LOOKING STATEMENTS THAT
INVOLVE RISKS AND UNCERTAINTIES. WHEN USED IN THIS PROSPECTUS, THE WORDS
"BELIEVES," "EXPECTS," "ANTICIPATES," "INTENDS," "ESTIMATES," "SHOULD," "WILL
LIKELY," "PLANS TO" AND SIMILAR EXPRESSIONS ARE INTENDED TO IDENTIFY SUCH
FORWARD-LOOKING STATEMENTS. THE CAUTIONARY STATEMENTS MADE IN THIS PROSPECTUS
SHOULD BE READ AS BEING APPLICABLE TO ALL RELATED FORWARD-LOOKING STATEMENTS
WHEREVER THEY APPEAR IN THIS PROSPECTUS. THE COMPANY'S ACTUAL RESULTS COULD
DIFFER MATERIALLY FROM THOSE DISCUSSED HEREIN. IMPORTANT FACTORS THAT COULD
CAUSE OR CONTRIBUTE TO SUCH DIFFERENCES INCLUDE THOSE DISCUSSED BELOW, AS WELL
AS THOSE DISCUSSED ELSEWHERE HEREIN.

BEST EFFORTS OFFERING; MINIMUM NUMBER OF SHARES TO BE SOLD. The Company is
offering its Common Stock on a "best efforts" basis. There can be no assurance
that all of the 2,200,000 shares of Common Stock offered by the Company hereby
will be sold and that the estimated net proceeds generated from such a sale of
all such Common Stock will actually be received by the Company. If the Company
is unable to sell at least 2,500,000 shares of the Common Stock offered hereby,
the Company will cancel this offering and return all monies collected from
subscribers and held in escrow without interest or deduction. Furthermore, if
all of the 2,200,000 shares of Common Stock offered by the Company hereby are
not sold, the Company may be unable to fund all the intended uses described
herein for the net proceeds anticipated from this offering without obtaining
funds from alternative sources or using working capital generated by the
Company. Alternative sources of funds may not be available to the Company at a
reasonable cost, and the working capital generated by the Company may not be
sufficient to fund any uses not financed by offering proceeds. See "Use of
Proceeds," "Management's Discussion and Analysis of Financial Condition and
Results of Operations-Liquidity and Capital Resources" and "Plan of
Distribution."

RELATIONSHIP OF OFFERING PRICE TO MARKET PRICE. The initial public offering
price of the Common Stock has been arbitrarily determined by the Company and may
not be indicative of the price at which shares of Common Stock will sell after
this offering or its value, in general. In determining the offering price, the
Board of Directors of the Company (the "Board of Directors") considered, among
other things, the Company's earnings, its view of the Company's prospects, the
earnings of comparable publicly traded nutritional supplement companies and the
trading price of the stock of those companies. See "Plan of
Distribution--Determination of Offering Price." The Company makes no
representations as to any objectively reasonable value of the Common Stock.
Since the Company has not retained an underwriter for purposes of this offering,
the offering price has not been subject to evaluation by any third party as
would be the case in an underwritten offering. Prices for the shares of Common
Stock after this offering will be determined in the available market and may be
influenced by many factors, including the depth and liquidity of the market for
the Common Stock, the perception of the Company by other investors, the
nutritional supplement industry as a whole, and general economic and market
conditions.

NO PRIOR MARKET FOR COMMON STOCK; PRICE VOLATILITY. Prior to this offering,
there has been no public market for the Common Stock, and there can be no
assurance that an active trading market will develop subsequent to this offering
or, if developed, that it will be sustained. Upon completion of this offering,
it is expected that the Common Stock will be quoted on the Nasdaq National
Market, which has experienced and is likely to experience in the future
significant price and volume fluctuations which could adversely affect the
market price of the Common Stock without regard to the operating performance of
the Company. Broad market fluctuations, as well as general economic conditions,
in the United States or internationally, may adversely affect the market price
of the Common Stock. In addition, the Company believes that factors such as
quarterly fluctuations in the financial results of the Company, the Company's
earnings, changes in earnings estimates by analysts, financial and business
announcements by the Company or its competitors, the overall economy and the
condition of the financial markets could cause the market price of the Common
Stock to fluctuate substantially. There can be no assurance that the market
price of the Common Stock will not decline below the initial public offering
price. See "Plan of



Distribution" and "Management's Discussion and Analysis of Results of Operations
and Financial Condition."

RISKS ASSOCIATED WITH INTERNATIONAL EXPANSION. An element of the Company's
growth strategy is to initiate the distribution and sale of the Company's
products in international markets. The Company may experience difficulty
entering new international markets due to greater regulatory barriers, the
necessity of adapting to new regulatory systems and problems related to entering
new markets with different cultural bases and political systems. The Company's
planned international operations will be subject to political and economic
uncertainties, including, among others, inflation, risk of renegotiation or
modification of existing agreements or arrangements with governmental
authorities, transportation, tariffs, export control, government regulation,
trademark availability and registration issues, currency exchange rate
fluctuations, foreign exchange restrictions which limit the repatriation of
investments and earnings therefrom, changes in taxation, hostilities or
confiscation of property. Changes related to these matters could have a material
adverse effect on the Company's business, results of operations and financial
condition. No assurance can be given that the Company will be able to
successfully reformulate its product lines in any of the Company's potential new
markets to attract local consumers or to meet regulatory requirements. The
failure to do so would have a material adverse effect on the Company's business,
results of operations and financial condition. See "Business-Growth Strategy."

SHARES ELIGIBLE FOR FUTURE SALE. Sales of a substantial number of shares of
Common Stock in the public market following this offering could adversely affect
the market price for the Common Stock. Upon completion of this offering, there
is expected to be a minimum of 23,618,769 shares and a maximum of 24,776,753
shares of Common Stock outstanding. All of the shares offered hereby will be
freely tradeable without restriction or further registration under the
Securities Act of 1933, as amended (the "Securities Act"), unless purchased by
"affiliates" of the Company, as that term is defined in Rule 144 under the
Securities Act ("Rule 144") described below. The remaining 21,118,769 shares or
19,481,738 shares, respectively, of Common Stock outstanding upon completion of
this offering are "restricted securities," as that term is defined in Rule 144
(the "Restricted Shares"). Of the Restricted Shares, 20,999,602 shares or
19,362,571 shares, respectively, will be eligible for sale in the open market
after the effective date of the Registration Statement, all under and subject to
the restrictions contained in Rule 144 and Rule 701.

Prior to the completion of this offering, the Company intends to enter into
lock-up agreements (the "Lock-up Agreements") with each of the Company's
shareholders and holders of options to purchase Common Stock. Pursuant to the
Lock-up Agreements, each such shareholder will agree, subject to certain
exceptions, not to sell or otherwise dispose of any of its shares of Common
Stock until 180 days after the completion of this offering (the "Lock-up
Expiration Date").

Under the Company's 1997 Stock Option Plan (the "1997 Stock Option Plan"),
as of September 30, 1998 options to purchase 2,000,000 shares of Common Stock
were outstanding, 1,600,000 of which will become exercisable 90 days after the
effective date of this Prospectus and 400,000 of which will be exercisable on
July 31, 1999, assuming completion of this offering. No shares remained
available for future grants to employees and consultants of the Company under
the 1997 Stock Option Plan. Under the Company's 1998 Incentive Stock Option Plan
(the "1998 Stock Option Plan"), as of September 30, 1998 options to purchase
243,000 shares of Common Stock were outstanding, all of which will become
exercisable on July 31, 1999, assuming completion of this offering. An
additional 757,000 remained available for future option grants. The Company
intends to register on Form S-8 under the Securities Act the offering and sale
of Common Stock issuable under the 1997 Stock Option Plan and the 1998 Stock
Option Plan as soon as practicable after the date of this Prospectus.

As of September 30, 1998, an additional 100,000 shares of Common Stock were
issuable upon the exercise of an outstanding option (the "Non-Plan Option") at
an exercise price of $2.00 per share, which will become exercisable 90 days
after the effective date of this Prospectus. In addition, as of September 30,
1998, a warrant (the "Warrant") to purchase 475,015 shares of Common Stock was
outstanding, which is currently exercisable and of which a maximum of 475,015
shares may be sold in this offering. The holder of the Warrant possesses
registration rights with respect to the shares of Common Stock



underlying the Warrant. Sales of shares of Common Stock under either Rule 144 or
pursuant to a registration statement could have a material adverse effect on the
price of the Common Stock. See "Management-Stock Option Plans," "Description of
Capital Stock-wWarrant Shares" and "Shares Eligible for Future Sale."

RELIANCE UPON ASSOCIATES. The Company distributes its products exclusively
through its Associates, and the Company's success depends in significant part
upon its ability to attract, maintain and motivate a large base of Associates,
who, in turn, recruit additional Associates to purchase and sell the Company's
products. Significant turnover among Associates from year to year, which the
Company believes is typical of direct selling, requires the sponsoring of new
Associates by existing Associates in order to maintain or increase the overall
Associate force. Efforts by Associates to obtain new Associates are affected by
the level of Associate motivation, which in turn can be positively or negatively
affected by certain factors, including general economic conditions,
modifications in the amount of commissions paid, and public perception of the
quality of the Company's products. For 1997, the Company's commission expense
comprised approximately 56% of its total expenses exclusive of cost of sales and
income taxes. The Company's ability to attract and retain new Associates could
be negatively affected by adverse publicity relating to the Company or its
services or its operations, including its network marketing system. Because of
the number of factors that impact the recruiting of Associates, the Company
cannot predict when or to what extent increases or decreases in the level of
Associate retention will occur. In addition, the number of Associates as a
percentage of the population may reach levels that become difficult to exceed
due to the finite number of persons inclined to pursue direct selling as a
business. There can be no assurance that the number or productivity of
Associates will be sustained at current levels or will increase in the future.
The failure of the Company to attract and retain Associates in sufficient
numbers would have a material adverse effect on the Company's business, results
of operations and financial condition. Furthermore, the Company's business,
results of operations and financial condition could be materially adversely
affected if the Company finds it necessary to terminate a significant number of
Associates or certain Associates who play a key role in the Company's
distribution system. See "Business-Growth Strategy" and "-Product Distribution
System."

REGULATION AND MANAGEMENT OF ASSOCIATES. Associates are independent
contractors, not employees of the Company, and are not subject to the same level
of direction and oversight as Company employees. While the Company has policies
and rules in place governing the conduct of Associates, as well as a systematic
method of monitoring, compliance enforcement and discipline, it is difficult to
detect and correct all instances of Associate misconduct. The Company's efforts
to manage its Associates can result in litigation from time to time between the
Company and its Associates and an adverse outcome in such litigation could
adversely affect the Company's business, results of operations and financial
condition. See "Business-Legal Proceedings." Violations of these policies and
rules reflect negatively on the Company and could also lead to formal or
informal complaints by various federal, state or foreign regulatory authorities.
In addition, formal and informal complaints regarding Associate conduct issues
are occasionally filed with state attorneys general offices. These offices have,
from time-to-time, contacted the Company and, in two instances, have met with
representatives of the Company to review the activities of the Company and its
Associates in their respective jurisdictions. Complaints or enforcement actions
by federal, state or foreign regulatory authorities may occur in the future and
could have a material adverse effect on the Company's business, results of
operations and financial condition. If the Company enters new international
markets, the challenge of coordinating existing Associate requirements, policies
and procedures with the overlay of international legal requirements will provide
the potential for increased risk to the Company. See "Business-Product
Distribution System-Management of Associates."

The Company's network marketing system is or may be subject to or affected
by extensive government regulation, including, without limitation, federal and
state regulation regarding network marketing plans, and the offer and sale of
business franchises, business opportunities and securities. Various governmental
agencies monitor direct selling activities, and the Company has occasionally
been requested to supply information regarding its marketing plan to certain of
such agencies. There can be no assurance that legislation and regulations
adopted in particular jurisdictions in the future will not
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adversely affect the Company's business, results of operations and financial
condition. The Company also could be found to be in non-compliance with existing
statutes or regulations as a result of, among other things, vicarious liability
arising from allegations of misconduct and misconduct by Associates, who are
independent contractors over whom the Company has limited control, the ambiguous
nature of certain of such statutes, regulations and related court decisions, and
the considerable interpretive and enforcement discretion statutorily granted to
regulatory authorities and the courts. Any assertion or determination that the
Company or the Associates are not in compliance with existing statutes or
regulations could have a material adverse effect on the Company's business,
results of operations and financial condition. Furthermore, an adverse
determination by any one state could influence the decisions of regulatory
authorities in other jurisdictions. See "Business-Product Distribution
System-Management of Associates."

ABILITY TO MANAGE GROWTH. The Company's officers have had limited
experience in managing companies as large as the Company. Further growth and
expansion of the Company's business would place additional demands upon the
Company's current management and other resources and would require additional
production capacity, working capital, information systems, management,
operational and other financial resources. Further growth of the Company will
depend on various factors, including, among others, its ability to attract and
retain new Associates, the development of new products, competition and federal
and state regulation of the nutritional supplements industry. Not all of the
foregoing factors are within the control of the Company. No assurance can be
given that the Company's business will grow in the future and that the Company
will be able to effectively manage such growth. If the Company is unable to
manage growth effectively, the Company's business, results of operations and
financial condition would be materially adversely affected. See "Business-Growth

Strategy," "-Product Distribution System-Associate Development," "-Product
Distribution System-Management of Associates," "-Information Technology and
Systems," "-Production and Distribution" and "Management."

COMPETITION. The nutritional supplements market is large and intensely
competitive. The Company competes directly with companies that manufacture and
market nutritional products in each of the Company's product lines, including
General Nutrition Companies, Inc., Solgar Vitamin and Herb Company, Inc.,
Twinlab Corporation and Weider Nutrition International, Inc. Many of the
Company's competitors in the nutritional supplements market have longer
operating histories and greater name recognition and financial resources than
the Company. In addition, nutritional supplements can be purchased in a wide
variety of channels of distribution. While the Company believes that consumers
appreciate the convenience of ordering products from home through a sales
person, the buying habits of many consumers accustomed to purchasing products
through traditional retail channels are difficult to change. The Company's
product offerings in each product category are also relatively small compared to
the wide variety of products offered by many other nutritional supplement
companies. There can be no assurance that the Company's business, results of
operations and financial condition will not be adversely affected by market
conditions and competition in the future.

The Company also competes in the nutritional supplements market and for new
Associates with other direct selling organizations, many of which have longer
operating histories and greater name recognition and financial resources than
the Company, including Amway Corporation, Nu Skin Enterprises, Inc., Body Wise
International, Inc., ENVION International, Herbalife International, Inc., Enrich
International, Rexall Showcase International, Forever Living Products, Inc. and
Melaleuca, Inc. The Company competes for new Associates on the basis of its
compensation plan and its proprietary and quality products. The Company believes
that many more direct selling organizations will enter the marketplace as this
channel of distribution expands over the next several years. The Company also
competes for the commitment of its Associates. Given that the pool of
individuals interested in direct selling tends to be limited in each market, the
potential pool of Associates for the Company's products is reduced to the extent
other network marketing companies successfully recruit these individuals into
their businesses. There can be no assurance that other network marketing
companies will not be able to recruit the Company's existing Associates or
deplete the pool of potential Associates in a given market.
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The competition for Associates from such other companies could have a material
adverse effect on the Company's business, results of operations and financial
condition. See "Business-Competition."

POTENTIAL EFFECTS OF ADVERSE PUBLICITY. The Company's products contain
vitamins, minerals, herbs and other ingredients that the Company regards as safe
when taken as directed by the Company and that various scientific studies have
suggested may offer health benefits. The Company conducts quality control
testing on its products and, from time to time, conducts or sponsors scientific
studies relating to the benefits of its products. The Company is highly
dependent upon Associate perception of the overall integrity of its business, as
well as the safety and quality of its products and similar products distributed
by other companies which may not adhere to the same quality standards as the
Company. The size of the Company's distribution force and results of operations
can be particularly affected by adverse publicity regarding the Company, or its
competitors, including publicity regarding the legality of network marketing or
the Company's network marketing system, the quality of the Company's products
and product ingredients or those of its competitors, regulatory investigations
of the Company or the Company's competitors and their products, Associate
actions, the Company's management of its Associates and the public's perception
of the Company's Associates and direct selling businesses generally. See
"-Limited Availability of Conclusive Clinical Studies," "Business-Products" and
"-Product Distribution System."

RELIANCE ON CERTAIN ASSOCIATES. The Company's compensation plan allows
Associates to sponsor new Associates. The sponsoring of new Associates creates
multiple Associate levels in the network marketing structure. Sponsored
Associates are referred to as "downline" Associates within the sponsoring
Associates' "downline network." If downline Associates also sponsor new
Associates, additional levels of downline Associates are created, with the new
downline Associates also becoming part of the original sponsor's "downline
network." As a result of this network marketing distribution system, Associates
develop relationships with other Associates. The Company believes that its
revenue is generated from thousands of Associate networks. The loss of a
high-level sponsoring Associate or another key Associate together with a group
of leading Associates in such Associate's downline network, or the loss of a
significant number of Associates for any reason, could adversely affect sales of
the Company's products and impair the Company's ability to attract new
Associates, which would have a material adverse effect on the Company's
business, results of operations and financial condition. As of September 30,
1998, only one of the Company's Associates had executed a non-competition
agreement with the Company. See "Business-Product Distribution System-Associate
Development."

RELIANCE ON AND CONCENTRATION OF OUTSIDE MANUFACTURERS. All of the
Company's products are manufactured by outside manufacturers. The Company's
profit margins and its ability to deliver its existing products on a timely
basis are dependent upon the ability of the outside manufacturers to continue to
supply products that meet the Company's quality standards in a timely and
cost-efficient manner. In response to the Company's growth, relationships were
developed with three large manufacturers in 1997. Currently, substantially all
of the Company's products are produced by these manufacturers. The Company's
ability to enter new markets and sustain satisfactory levels of sales in each
market will be dependent in part upon the ability of these or other suitable
outside manufacturers to reformulate existing products, if necessary to comply
with local regulations or market environments, for introduction into such
markets. Finally, the development of additional new products in the future will
likewise be dependent in part on the services of suitable outside manufacturers.
The failure of any manufacturer to supply products as required by the Company
could have a material adverse effect on the Company's business, results of
operations and financial condition.

The Company currently acquires ingredients solely from suppliers that are
considered by the Company to be the superior suppliers of such ingredients. The
Company believes it has developed dependable alternative sources for all of its
ingredients except Manapol-Registered Trademark- and arabinogalactan, which are
components of the Company's proprietary raw material. The Company believes that,
in the event it is unable to source any ingredients from its current suppliers,
such ingredients could be produced by the Company or replaced with substitute
ingredients. However, any delay in replacing or substituting such ingredients
would have a material adverse effect on the Company's business, results of
operations and financial condition. See "Business-Production and Distribution."
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DEPENDENCE ON PROPRIETARY INGREDIENT. Two ingredients are proprietary to
the Company: (i) Ambrotose-Registered Trademark- Complex, a glyconutritional
dietary supplement consisting of a blend of plant polysaccharides, which is a
component of each of the Company's products; and (ii) Dioscorea Complex, a blend
of herbal extracts. The Company's success will depend in large part on its
ability to protect and promote its proprietary rights to these products, in
particular Ambrotose-Registered Trademark- Complex. The Company has filed a
composition and use of matter patent application for this compound, and has
entered into confidentiality agreements with its manufacturers and suppliers to
protect its proprietary rights. However, there can be no assurance that the
Company will be granted a patent for its Ambrotose-Registered Trademark- Complex
compound or that any such patent granted to the Company will not be
substantially narrower in scope than that sought in the Company's application or
that other means employed by the Company to protect its proprietary rights will
be adequate. Any failure of the Company to protect its proprietary rights would
have a material adverse effect on the Company's business, results of operations
and financial condition.

GOVERNMENT REGULATION OF PRODUCTS AND MARKETING; IMPORT RESTRICTIONS. 1In
addition to regulation of its direct selling activities, the Company, in both
its United States and foreign markets, is or will be subject to and affected by
extensive laws, governmental regulations, administrative determinations, court
decisions and similar constraints (as applicable, at the federal, state and
local levels) including, among other things, regulations pertaining to (i) the
formulation, manufacturing, packaging, labeling, distribution, importation, sale
and storage of the Company's products, (ii) product claims and advertising
(including direct claims and advertising by the Company as well as claims and
advertising by Associates, for which the Company may be held responsible), (iii)
the Company's network marketing system, (iv) transfer pricing and similar
regulations that affect the level of foreign taxable income and customs duties
and (v) taxation of Associates, which in some instances may impose an obligation
on the Company to collect the taxes and maintain appropriate records. See
"Business-Government Regulation."

The Company may experience complications regarding health and safety and
food and drug regulations for nutritional products. Many products could require
reformulation to comply with local requirements. In some foreign countries,
certain nutritional products may be considered foods, while other countries may
consider them drugs. New regulations could be adopted or any of the existing
regulations could be changed at any time in a manner that could have a material
adverse effect on the Company's business, results of operations and financial
condition. Duties on imports are a component of national trade and economic
policy and could be changed in a manner that would be materially adverse to the
Company's sales and its competitive position compared to locally produced goods,
in particular in countries where the Company's products would be subject to high
customs duties. In addition, import restrictions in certain countries and
jurisdictions will limit the Company's ability to import products from the
United States. Present or future health and safety or food and drug regulations
could delay or prevent the introduction of new products into a given country or
marketplace or suspend or prohibit the sale of existing products in such country
or marketplace. The occurrence of any of these complications could have a
material adverse effect on the Company's business, results of operations and
financial condition.

If the Company expands into foreign markets, the Company will be affected by
the general stability of foreign governments and the regulatory environment
relating to the degree of acceptance attendant to network marketing generally,
and nutritional supplements and other products of the Company's line,
specifically.

DEPENDENCE ON KEY PERSONNEL. The Company's success will depend largely on
the efforts and abilities of senior management, particularly Charles E.
Fioretti, Chairman of the Board and Chief Executive Officer, and Samuel L.
Caster, President, each a founder of the Company. There can be no assurance that
the Company's existing management team will be able to manage the Company or its
growth or that the Company will be able to attract and retain additional
qualified personnel as needed in the future. Mr. Fioretti has executed an
employment agreement with an initial term of five years, but there can be no
assurance that he will remain with the Company for the full term of such
agreement. The loss of the services of Messrs. Fioretti or Caster or the
services of other members of senior management, or the failure of the Company to
attract and retain additional qualified personnel, could have a material adverse
effect on the Company's business, results of operations and financial condition.
See "Management."
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GOVERNMENT REGULATION OF DIRECT SELLING ACTIVITIES. Direct selling
activities are regulated by various governmental agencies. These laws and
regulations are generally intended to prevent fraudulent or deceptive schemes,
often referred to as "pyramid" or "chain sales" schemes, that promise quick
rewards for little or no effort or risk, require high entry costs, use high
pressure recruiting methods and/or do not involve legitimate products. The
Company could be found not to be in material compliance with existing
regulations as a result of, among other things, the considerable interpretative
and enforcement discretion given to regulators or misconduct by Associates. Any
assertion or determination that the Company is not currently, or was not in the
past, in compliance with laws or regulations governing the Company's direct
selling activities could have a material adverse effect on the Company's
business, results of operations and financial condition. In addition, in any
country or jurisdiction, the adoption of new laws or regulations or changes in
the interpretation of existing laws or regulations could generate negative
publicity and/or have a material adverse effect on the Company's business,
results of operations and financial condition. The Company cannot determine the
effect, if any, that future governmental regulations or administrative orders
may have on the Company's business, results of operations and financial
condition. Moreover, governmental regulations in countries where the Company may
in the future commence operations may prevent, delay or limit market entry of
certain products or require the reformulation of such products. Regulatory
action, whether or not it results in a final determination adverse to the
Company, has the potential to create negative publicity, with detrimental
effects on the motivation and recruitment of Associates and, consequently, on
the Company's business, results of operations and financial condition. See
"-Potential Effects of Adverse Publicity," "-Risks Associated with International
Expansion" and "Business-Government Regulation."

As is the case with most network marketing companies, the Company has from
time-to-time received inquiries from various government regulatory authorities
regarding the nature of its business and other issues such as compliance with
local business opportunity laws and Associate sales practices. Although to date
none of these inquiries has resulted in a finding materially adverse to the
Company, adverse publicity resulting from inquiries into the Company's
operations by government agencies could materially adversely affect the
Company's business, results of operations and financial condition. See
"-Potential Effects of Adverse Publicity."

PRODUCT LIABILITY. Under applicable laws and regulations, the Company, like
any other retailer, distributor or manufacturer of products that are designed to
be ingested by consumers or applied to their bodies, faces an inherent risk of
exposure to product liability claims in the event that the use of its products
results in an allegation of loss or injury. Although the Company has not been
the subject of material product liability claims, no assurance can be given that
the Company may not be exposed to future product liability claims, including,
among other things, that its products contain contaminants or include inadequate
instructions as to use or inadequate warnings concerning side effects and
interactions with other substances. The Company maintains product liability
insurance, however, the successful assertion or settlement of any uninsured
claim, a significant number of insured claims, a claim exceeding the Company's
insurance coverage or adverse publicity associated with any product liability
allegation could have a material adverse effect on the Company's business,
results of operations and financial condition.

One of the Company's products, MVP-TM-, contains country mallow, a plant
which contains an ephedra. Products containing ephedrine have been the subject
of adverse publicity in the United States and other countries relating to
alleged harmful effects, including the deaths of several individuals. The United
States Food and Drug Administration (the "FDA") has received numerous reports of
adverse reactions to the ingestion of a naturally-occurring form of ephedrine
from the Chinese herb, Ma Huang. The FDA has issued a warning to consumers
regarding the possible effects of ephedrine ingestion and has also issued a
proposed regulation for dietary supplements containing ephedrine. The proposed
regulation would prohibit dietary supplements containing eight milligrams or
more of ephedrine alkaloids per serving, and would not permit such products to
contain any other stimulant ingredients. The FDA is also considering whether to
also prohibit diuretic or laxative ingredients in such products. In addition,
the labeling of supplements would be prohibited from suggesting or recommending
conditions of use that
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would result in an intake of eight milligrams or more of ephedrine alkaloids
within a six-hour period, or a total daily intake of 24 milligrams or more. The
FDA proposal would also require a warning not to take the product for more than
seven days, and would prohibit the supplements from being represented, either
expressly or implicitly, as being suitable for long-term uses, such as for
weight loss or body building. Similarly, claims for increased energy, increased
mental concentration or enhanced well-being that might encourage the consumer to
take more of the product to achieve more of the purported effect would be
required to be accompanied by a warning stating that taking more than the
recommended serving may cause a heart attack, stroke, seizure or death. If the
proposed regulation were to be implemented, MVP would be subject to its labeling
requirements and possibly to reformulation. Company sales of MVP were $3.8
million, $5.5 million and $5.9 million in 1995, 1996 and 1997, respectively.
Moreover, depending on claims made for the product, the FDA could regulate it as
a drug, thus requiring product approval prior to marketing. The negative
publicity or product liability claims that could stem from such actions could
have a material adverse effect on the Company's business, results of operation
and financial condition.

LIMITED AVAILABILITY OF CONCLUSIVE CLINICAL STUDIES. 1In general, the
Company's products consist of food, nutritional supplements and topical
products, one of which, Emprizone-Registered Trademark-, is classified in the
United States as an "over-the-counter" ("OTC") drug which the Company believes
does not require approval from the FDA or other regulatory agencies prior to
sale. Although many of the ingredients in the Company's products are vitamins,
minerals, herbs and other substances for which there is a long history of human
consumption, some of the Company's products contain innovative ingredients or
combinations of ingredients. Although the Company believes all of its products
to be safe when taken as directed by the Company, there is little long-term
experience with human consumption of certain of these innovative product
ingredients or combinations thereof in concentrated form. Accordingly, there can
be no assurance that the Company's products, even when used as directed, will
have the effects intended or will not have harmful side effects. The Company
performs research and/or tests in connection with the formulation and production
of its products, and from time to time conducts or sponsors clinical studies.
See "-Product Liability."

VARIATIONS IN OPERATING RESULTS. The Company may experience variations on a
quarterly basis in its results of operations, in response to, among other
things, the timing of Company-sponsored Associate events; new product
introductions; the opening of new markets; the timing of holidays, especially in
the fourth quarter, which may reduce the amount of time Associates spend selling
the Company's products or recruiting new Associates; the adverse effect of
Associates' or the Company's failure, and allegations of their failure, to
comply with applicable government regulations; the negative impact of changes in
or interpretations of regulations that may limit or restrict the sale of certain
of the Company's products; the operation of its network marketing system; the
introduction of its products into each market; the recruitment and retention of
Associates; the inability of the Company to introduce new products or the
introduction of new products by the Company's competitors; general conditions in
the nutritional supplement and personal care industries or the network marketing
industry; and consumer perceptions of the Company's products and operations. In
particular, because the Company's products are ingested by consumers or applied
to their bodies, the Company is highly dependent upon consumers' perception of
the safety, quality and effectiveness of its products. As a result, substantial
negative publicity, whether founded or unfounded, concerning one or more of the
Company's products or other products similar to the Company's products could
adversely affect the Company's business, results of operations and financial
condition.

As a result of these and other factors the Company's quarterly revenues,
expenses and results of operations could vary significantly in the future, and
period-to-period comparisons should not be relied upon as indications of future
performance. There can be no assurance that the Company will be able to increase
its revenues in future periods or be able to sustain its level of revenue or its
rate of revenue growth on a quarterly or annual basis. The Company's rate of
growth compared to previous periods has been decreasing in recent periods and
this trend is expected to continue as the Company matures. Furthermore, no
assurances can be given that the Company's revenue growth rate in new markets
where
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operations have not commenced will follow this pattern. Due to the foregoing
factors, the Company's future results of operations could be below the
expectations of public market analysts and investors. In such event, the market
price of the Common Stock would likely be materially adversely affected. See
"Management's Discussion and Analysis of Financial Condition and Results of
Operations."

CONTROL BY INSIDERS. Assuming the sale of 2,500,000 shares and 5,295,015
shares of Common Stock in this offering, Charles E. Fioretti, Samuel L. Caster
and the Company's other directors and officers, together with members of their
families and entities that may be deemed affiliates of or related to such
persons or entities, will, upon completion of this offering beneficially own
approximately 52.6% and 42.9%, respectively, of the Common Stock outstanding.
These individuals are likely to be able to maintain effective control of the
Company, including the ability to elect a majority of the Board of Directors of
the Company. In addition, such a high level of ownership by such persons may
have a significant effect in delaying, deferring or preventing a change in
control of the Company or other events which could be of benefit to the
Company's other shareholders including mergers, acquisitions, tender offers and
proxy contests. Accordingly, holders of Common Stock may be deprived of an
opportunity to sell their shares at a premium to the price paid for such shares.
See "Principal and Selling Shareholders."

UNSPECIFIED USE OF PROCEEDS. The principal purposes of this offering are to
provide the capital for international expansion, to increase the Company's
working capital and financial flexibility, to facilitate future access by the
Company to public equity markets and to provide increased visibility,
credibility and name recognition for the Company in the marketplace where
several of its competitors are publicly held companies. In addition, the Company
intends to repay its existing capital lease debt of approximately $1.6 million
if the maximum offering level is achieved. Prior to completion of this offering,
the Company intends to continue to pay approximately $1.3 million in dividends
to its existing shareholders. This dividend will be limited by the pre-offering
earnings of the Company. To the extent the Company sells less than all of the
shares offered by it in this offering, fewer net proceeds will be available to
fund these intended uses. The Company has not yet identified specific uses for a
majority of the net proceeds, and, pending such uses, the Company expects that
it will invest such net proceeds in short-term, interest-bearing
investment-grade securities. Accordingly, the Company's management will have
broad discretion as to the use of such net proceeds without any action or
approval of the Company's shareholders. See "Use of Proceeds."

PREFERRED STOCK. The Board of Directors may from time to time authorize the
issuance of one or more classes or series of Preferred Stock without shareholder
approval and may change the number of shares constituting any series and fix and
determine the designation and preferences, limitations and relative rights,
including voting rights, of the shares of any series of Preferred Stock so
established, in each case without any action or vote by the shareholders.

One of the effects of undesignated Preferred Stock may be to enable the
Board of Directors to discourage an attempt to obtain control of the Company by
means of a tender offer, proxy contest, merger or otherwise, and thereby protect
the Company's management, which may adversely affect the rights of the holders
of Common Stock. Preferred Stock issued by the Company may rank senior to the
Common Stock as to dividend rights, liquidation preference or both, may have
full or limited voting rights and may be convertible into shares of Common
Stock. Accordingly, the issuance of shares of Preferred Stock may discourage
bids for the Common Stock or may otherwise adversely affect the trading price of
the Common Stock.

RISKS ASSOCIATED WITH INFORMATION TECHNOLOGY. The Company is fundamentally
dependent upon information technology and its related systems to manage and
operate its key business functions: order processing, customer service,
distribution, commission processing, and paying and receiving. The Company
recently implemented an internally developed computer software system, creating
certain risks to its operations. The most immediate risk to the business
operations of the Company is during the implementation phase, in which the new
computer software is substituted for the prior software. During this period,
certain variances between business requirements and the actual software
functionality have been and will continue to be identified and ameliorated in a
real-time environment. Additionally, there
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will have been and will continue to be deviations in user job performance and
efficiency of an unknown duration, resulting from lack of proficiency with
respect to the requirements of the new software, diminished access to
significant business information, and inherent resistance to change. There have
been, and it is anticipated that there will continue to be, periods during which
the software system will not be optimally functional or periods during which it
will be rendered temporarily inoperative while it is adjusted to achieve
required performance. Moreover, varied computational results may ensue during
the period of adjustment of the software system to allow for all of the
requisites of the Company's specific business environment. During this period,
it can be anticipated that related adverse effects could result in other areas
dependent upon information systems for functionality. Also, it is likely that
during such period, reversion to manual methods, such as written order-taking
and computation may be required during times of adjustment, thereby
substantially decreasing the efficiency of the Company's operations, and
possibly adding, temporarily, to overall costs attendant to such operations.
Standard accounting and inventory functions are currently supported by an
off-the-shelf software package known as CS/3, provided by Tetra International,
Inc. The reliability of inventory information contained within this system is
entirely dependent on the accuracy of data retained in the core custom system.
However, regular manual reconciliation of inventory diminishes this risk over
the long term.

In the event that the software system should fail, the Company would
experience an inability to conduct its day-to-day business for a period of time
dependent upon the severity of the failure and the ability of the Company to
remedy the cause. Should such a failure occur, it could have a material adverse
effect on the Company's business results of operations and financial condition.

ANTI-TAKEOVER MATTERS. Certain provisions of the Company's Amended and
Restated Articles of Incorporation (the "Articles"), the Company's Amended and
Restated Bylaws (the "Bylaws") and the Texas Business Corporation Act (the
"TBCA") may have the effect of discouraging unsolicited proposals for
acquisition of the Company. The Company's Bylaws provide for a classified Board
of Directors serving staggered terms of three years. Additionally, the Board of
Directors has the authority to issue up to 1,000,000 shares of preferred stock
having such rights, preferences and privileges as are designated by the Board of
Directors without shareholder approval. Effective September 1, 1997, the TBCA
restricts certain business combinations with any "affiliated shareholder," as
defined therein. These provisions may have the effect of delaying, deterring or
preventing a takeover of the Company and could limit the price that certain
investors might be willing to pay in the future for the Common Stock. See
"Description of Capital Stock-Preferred Stock" and "-Anti-Takeover
Considerations."

DILUTION TO NEW INVESTORS. Purchasers of Common Stock in this offering will
incur immediate and substantial dilution in net tangible book value per share.
See "Dilution."
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USE OF PROCEEDS

The net proceeds to the Company from the sale of the 1,500,000 shares and
2,200,000 shares of Common Stock offered by the Company hereby at an assumed
initial public offering price of $8.00 per share, after deducting sales
commissions and offering expenses payable by the Company, estimated to total
approximately $940,000 and $1,164,000, respectively, are $11,060,000 and
$16,436,000, respectively. The Company will not receive any proceeds from the
sale of shares by the Selling Shareholders. See "Principal and Selling
Shareholders."

The following table sets forth the Company's anticipated use of the net
offering proceeds, assuming the sale, respectively, of the minimum of 1,500,000
shares and the maximum of 2,200,000 shares of Common Stock offered by the
Company hereby. Pending application of the net proceeds, the Company will invest
such proceeds in short term, interest-bearing instruments and investment grade
securities.

MINIMUM MAXIMUM
1,500,000 2,200,000
SHARES SOLD SHARES SOLD
Sources of Funds:
Offering ProCeeUS. .. v vttt ittt e e i e e e $ 12,000,000 $ 17,600, 000
Of ferANg EXPENSES . o ittt i i i e e e e e (460,000) (460, 000)
COMMISSIONS (L) v vttt vttt sttt s ettt et s (480,000) (704,000)
TOTAL FUNDS .+ v vttt ettt ettt e e e e e e e e e e e e e e e e e e e e e $ 11,060,000 $ 16,436,000
Use of Funds:
International EeXPanSioN. . ...ttt e e e $ 6,060,000 $ 9,836,000
Repayment Of debt. ... ... i e e s [0] 1,600,000
WOrking Capital. ... vt e e e 5,000,000 5,000,000
0T AL USES . st vttt ettt ettt ettt ettt e e e et e e e $ 11,060,000 $ 16,436,000

(1) Assumes a 4.0% commission is paid to the Placement Agent on sales of Common
Stock in this offering. See "Plan of Distribution."

The Company intends to use proceeds from this offering to complete its
expansion into Australia and to begin its expansion into the United Kingdom. The
Company also intends to use proceeds from this offering to finance its working
capital needs and to repay certain indebtedness, including expenses related to a
previous stock offering terminated in July 1998. See "Management's Discussion
and Analysis of Financial Condition and Results of Operations."

DIVIDEND POLICY

The Company has in the past paid dividends to its shareholders, including
dividends in 1997 in the aggregate amount of $6,928,547. In the first nine
months of 1998, the Company paid an aggregate of $9,273,830 in dividends to its
shareholders. The Company currently intends to declare monthly dividends of up
to $0.06 per share until consummation of this offering. Such dividends are
expected to be paid entirely out of pre-offering earnings, and therefore are not
expected to have a dilutive effect on equity. Following this offering, the
Company currently does not anticipate that any dividends will be paid on its
Common Stock in the foreseeable future. The Company intends from time to time to
re-evaluate this policy based on its net income and its alternative uses for
retained earnings, if any. Any future payments of dividends will be subject to
the discretion of the Board of Directors and subject to certain limitations
under the TBCA. The timing, amount and form of dividends, if any, will depend,
among other things, on the Company's results of operations, financial condition,
cash requirements and other factors deemed relevant by the Board of Directors.
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CAPITALIZATION

The following table sets forth the short-term debt and capitalization of the
Company as of September 30, 1998 and as adjusted to reflect the application of
the estimated net proceeds from the sale by the Company of a minimum of
1,500,000 shares and a maximum of 2,200,000 shares, respectively, of Common
Stock offered by the Company hereby at an assumed initial public offering price
of $8.00 per share. The capitalization information set forth in the table below
is qualified by the more detailed Financial Statements and Notes thereto
included elsewhere in this Prospectus and should be read in conjunction with
such Financial Statements and Notes. See "Management's Discussion and Analysis
of Financial Condition and Results of Operations."

ACTUAL
Short-term debt, including current maturities of long-term debt....... $ 770
Total long-term debt, less current portion............ceuvuurenrnennns $ 1,205
Redeemable warrants. ... .. i i i e s 300
Shareholders' equity:
Preferred Stock, $0.01 par value, 1,000,000 shares authorized; no
shares issued and outstanding............oiiiiiiiiinnrnrnnnnnnnas -
Common stock, $0.0001 par value, 99,000,000 shares authorized
(actual and as adjusted); 22,101,738 shares issued and outstanding
(actual); 23,618,769 issued and outstanding as adjusted
(minimum)(3); and 24,776,753 shares issued and outstanding, as
adjusted (Maximum)(4) ...ttt it i s 2
Additional paid-in capital...... ...t s 2,632
Notes receivable from shareholders........... . rennns (636)
Retained earnings (deficit)........... ..., (60)
Total shareholders' equity........ ...t 1,938
Total capitalization. ..... ... e e e $ 3,443

As adjusted to give effect to the sale of 1,500,000 shares of Common Stock
offered by the Company hereby at an assumed offering price of $8.00 per
share and the application of the estimated net proceeds therefrom.

(2) As adjusted to give effect to the sale of 2,200,000 shares of Common Stock
offered by the Company hereby at an assumed offering price of $8.00 per
share and the application of the estimated net proceeds therefrom.

(3) Includes 17,031 Exercised Warrant Shares. Excludes (i) 3,000,000 shares
reserved for issuance under the 1997 Stock Option Plan and 1998 Stock Option
Plan, of which 2,243,000 shares will be issuable upon the exercise of
outstanding options, (ii) 100,000 shares issuable upon the exercise of the
Non-Plan Option and (iii) 457,984 shares issuable upon the exercise of the

Warrant.

(4) Includes 475,015 Exercised Warrant Shares. Excludes (i) 3,000,000 shares
reserved for issuance under the 1997 Stock Option Plan, of which 2,243,000
shares will be issuable upon the exercise of outstanding options and (ii)

100,000 shares issuable upon the exercise of the Non-Plan Option.
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DILUTION

The net tangible book value of the Common Stock as of September 30, 1998 was
approximately $493,000 or $0.02 per share. Net tangible book value per share
represents the Company's total tangible assets less total liabilities, divided
by the total number of shares of Common Stock outstanding.

After giving effect to the sale of the minimum of 1,500,000 shares of Common
Stock offered by the Company hereby and the receipt of the net proceeds
therefrom (at an assumed initial public offering price of $8.00 per share), the
net tangible book value of the Common Stock as of September 30, 1998 would have
been approximately $11,532,000 or $0.49 per share. This represents an immediate
increase in net tangible book value of $0.47 per share to existing shareholders
and an immediate dilution in net tangible book value of $7.51 per share to
purchasers of Common Stock in this offering. The following table illustrates the
per share dilution as of September 30, 1998:

Assumed initial public offering price per share................. $ 8.00
Net tangible book value per share as of September 30, 1998.... $0.02
Increase per share attributable to new shareholders........... 0.47

Net tangible book value per share as of September 30, 1998 after
this offering. . ..o i e s 0.49
Dilution per share to new shareholders...........cciiivvnnnnn. $ 7.51

After giving effect to the sale of the maximum of 2,200,000 shares of Common
Stock offered by the Company hereby and the receipt of the net proceeds
therefrom (at an assumed initial public offering price of $8.00 per share) the
net tangible book value of the Common Stock as of September 30, 1998 would have
been approximately $18,428,000 or $0.74 per share. This represents an immediate
increase in net tangible book value of $7.26 per share to existing shareholders
and an immediate dilution in net tangible book value of $0.74 per share to
purchasers of Common Stock in this offering. The following table illustrates the
per share dilution as of September 30, 1998:

Assumed initial public offering price per share................. $ 8.00
Net tangible book value per share as of September 30, 1998.... $0.02
Increase per share attributable to new shareholders........... 0.72

Net tangible book value per share as of September 30, 1998 after
this offering. . ... e 0.74
Dilution per share to new shareholders............cciiivvnvnn, $ 7.26

The following table sets forth as of September 30, 1998, after giving effect
to the sale of the minimum number of shares of Common Stock by the Company in
this offering, the number of shares of Common Stock purchased from the Company,
the total consideration paid and the average price per share paid by existing
shareholders and by new shareholders:

SHARES PURCHASED TOTAL CONSIDERATION
NUMBER PERCENT AMOUNT PERCENT
Existing shareholders................... 22,118,769 93.6% $ 2,020,992 14.4%
New shareholders (minimum).............. 1,500,000 6.4 12,000, 000 85.6
TOtal. ottt 23,618,769 100.0% $ 14,020,992 100.0%

The following table sets forth as of September 30, 1998, after giving effect
to the sale of the maximum number of shares of Common Stock by the Company in
this offering, the number of shares of Common

AVERAGE
PRICE PAID
PER SHARE
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Stock purchased from the Company, the total consideration paid and the average
price per share paid by existing shareholders and by new shareholders:

TOTAL CONSIDERATION

SHARES PURCHASED

NUMBER PERCENT AMOUNT PERCENT
Existing shareholders................... 22,576,753 91.1% $ 2,639,270 11.0%
New shareholders (maximum).............. 2,200,000 8.9 17,600, 000 89.0
Total. . e 24,776,753 100.0% $ 20,239,270 100.0%

Sales by the Selling Shareholders in this offering of the maximum number of
shares offered by such selling shareholders will reduce the number of shares
held by existing shareholders as of September 30, 1998 to 19,346,738 or 82% or
79.6% of the total number of shares of Common Stock outstanding immediately
after the sale, respectively, of the minimum number of shares of Common Stock
offered hereby or the maximum number of shares of Common Stock offered hereby,
and will increase the number of shares being purchased by new investors to
4,955,000, or approximately 18.3% of the total number of shares of Common Stock
outstanding immediately after this offering. See "Principal and Selling
Shareholders."

There have been no exercises of outstanding stock options as of the date of
this Prospectus. As of September 30, 1998, there were (i) options outstanding
under the 1997 Stock Option Plan to purchase 2,000,000 shares of Common Stock at
a weighted average exercise price of $2.75 per share, none of which were vested
or exercisable as of such date, (ii) options outstanding under the 1998 Stock
Option Plan to purchase 243,000 shares at an exercise price of $8.00, none of
which were vested or exercisable as of such date, (iii) the Non-Plan Option to
purchase 100,000 shares of Common Stock at an exercise price of $2.00 per share,
which was not vested or exercisable as of such date, (iv) the Warrant to
purchase 475,015 shares of Common Stock at an exercise price of $1.35 per share,
which is currently fully exercisable and (v) 757,000 shares of Common Stock

available for grant under the 1998 Stock Option
shares of Common Stock are issued upon exercise
the Warrant or (ii) any additional options that
Option Plan or otherwise, there will be further
"Management-Stock Option Plans," and "Principal
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are granted under the 1998 Stock
dilution to new investors. See
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SELECTED FINANCIAL DATA

The Selected Financial Data set forth below for each of the four years ended
December 31, 1997 have been derived from, and should be read in conjunction
with, the financial statements of the Company audited by PricewaterhouseCoopers
LLP, with respect to 1997, and Belew Averitt LLP, with respect to earlier
periods, independent public accountants, whose reports appear elsewhere in this
Prospectus. The Selected Financial Data set forth below for the nine months
ended September 30, 1997 and 1998 have been derived from the Company's unaudited
financial statements but have been prepared on the same basis as the audited
financial statements of the Company included herein and, in the opinion of
management, include all adjustments, consisting of normally recurring
adjustments considered necessary for a fair presentation of the Company's
financial position and results of operations for such period. The information
contained in this table should be read in conjunction with "Management's
Discussion and Analysis of Financial Condition and Results of Operations" and
the Financial Statements and accompanying Notes thereto included elsewhere in
this Prospectus.

YEAR ENDED DECEMBER 31,

UNAUDITED

NINE MONTHS ENDED
SEPTEMBER 30,

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

STATEMENT OF INCOME DATA:

Nt SALES .t vttt ettt ittt $ 8,445 $32,071 $86, 311
Cost Of SAleS. ..ttt ittt it 1,499 4,880 13,406
(07071111 X3 Ko 1= 3,256 12,339 35,155
Gross profit. ... ... 3,690 14,852 37,750
Operating expenses:
Selling and administrative expenses........ 2,063 7,012 17,764
Other operating costs...........iiviuvvinnnn 2,115 5,253 11,746
Cancellation of incentive compensation
agreementsS. ... e - - -

Writeoff of deferred offering costs........ - - -

Total operating eXpenses..........oeveeeeenn 4,178 12,265 29,510
Income (loss) from operations................ (488) 2,587 8,240
Other (income) expense, net..........ovvvvunn 22 181 (116)
Income (loss) before income taxes............ (510) 2,406 8,356
Income tax (benefit) expense................. (168) 67 1,194
Net income (1OSS)......iviiiiiiiiiinnnnnn.s $ (342) $ 2,339 $ 7,162

Earnings (loss) per common share:(3)
BASIC .+ttt ettt $ (0.02) $ 0.11 $ 0.35

DAlULE. vttt ettt et $ (0.02) $ 0.11 $ 0.35
Weighted average common and common equivalent

shares outstanding:(3)

BASIC e ettt 20,627 20,627 20,627

AT Y: PP 20, 627 20, 627 20, 627

PRO FORMA INFORMATION: (4)
Income (loss) before income taxes, as

reported. ..ot e e e $ (510) $ 2,406 $ 8,356
Pro forma provision for income tax (benefit)

EXPENSE . vttt e (191) 902 3,134
Pro forma net income (1lOSS)......ccvvvvvvrnnn. $ (319) $ 1,504 $ 5,222

PRO FORMA EARNINGS (LOSS) PER COMMON

SHARE: (3)
BASLC . + v v v vt ettt et e e $ (0.02) $ 0.07 $ .25
DALULEM .+ ettt ettt e et e e e $ (0.02) $ 0.07 $ .25

OTHER FINANCIAL DATA:

Depreciation and amortization................ $ 4 $ 75 $ 414
Capital expenditures(5)....vvvueerrnnnernnn $ 72 $ 769 $ 2,660
Dividends declared per common share.......... $ 1.00(6) $ 1.00(6) $ 10.00(6)

$150,570
24,735
61,677

$ 0.37

$111, 102
17,866
45, 460

$122, 853
20,581
48,975

,584
,877
0.36

TS
FN
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UNAUDITED
DECEMBER 31, = -e----------o---
------------------------------------------ SEPTEMBER 30,
1994 1995 1996 1997 1998

(IN THOUSANDS)
BALANCE SHEET DATA:

Cash and cash equivalents.........covviiiiiinnnniiiinnneeenn $ 283 $ 953 $ 1,160 $ 61 $ 1,373
WOrKING CAPILAl. vttt ettt ettt ettt et et (423) (1,228) (2,580) (9,239) (11, 329)
TOEAL @SSEES . vttt ettt ettt et 1,577 5,712 11,410 19,558 26,611
Total 1iabilities. .ottt e 1,928 6,103 10,579 18,015 24,373
Redeemable warrants. .. ......uiin it - - - 300 300
Total shareholders' equity (deficit)....................... (351) (391) 831 1,244 1,938

(1) Statement of Income Data for the year ended December 31, 1994 includes the
period from November 4, 1993 (inception) through December 31, 1994. For the
two months of operations ended December 31, 1993, the Company's financial
data consisted of net sales of $0, selling and administrative expenses of
$43,049, other operating costs of $68,683 and a net loss of ($112,733). The
balance sheet reflects a total shareholders' deficit of ($111,733).

(2) In June 1997 and December 1997, the Company recorded one-time charges to
operations for the issuance of stock in exchange for the cancellation of
certain incentive compensation agreements. See "Management's Discussion and
Analysis of Financial Condition and Results of Operations" and "Certain
Transactions."

(3) Computed on the basis described in Note 1 in the Notes to Financial
Statements.

(4) The pro forma information shows the Company's net income and earnings per
share as if all income earned by the Company and the Partnerships was
taxable at federal and state statutory rates.

(5) Capital expenditures include assets acquired through capital lease
obligations of $397,402 in 1997 and $1,471,985 for the nine months ended
September 30, 1998.

(6) Dividends were calculated based upon shares outstanding prior to the Stock
Split and the Reorganization (10,000 shares), each of which took place in
1997. Aggregate dividends declared amounted to $10,000, $10,000 and $100,000
in 1994, 1995 and 1996, respectively.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of the Company's financial condition
and results of operations should be read in conjunction with the Financial
Statements and Notes thereto included elsewhere in this Prospectus.

OVERVIEW

Mannatech develops and sells proprietary nutritional supplements and topical
products through a network marketing system. The Company sells its products in
the United States and Canada, through a network of approximately 226,000 active
Associates as of September 30, 1998, and is currently planning to expand into
Australia, while continuing to assess the potential of other foreign markets.

Since commencement of operations in November 1993, the Company has achieved
year-to-year growth in net sales. This growth is primarily attributable to the
increase in both existing and new product sales, growth in the number of
Associates and expansion into new geographic markets in the United States and
Canada.

The Company's revenues are derived primarily from sales of its products,
sales of Associate starter and renewal packs, which include products,
promotional materials, and free admission to the Company events and promotional
materials. To become an Associate of the Company, a person may enroll as a
Preferred Customer and subsequently execute an Associate Application, sponsor
new Associates or purchase a starter pack. Alternatively, one can become an
Associate by purchasing one of the Associate starter packs. Each starter pack
includes some combination of nutritional products, promotional materials, and
free admission to events. Each pack also allows the Associate to purchase
product at the Company's wholesale price. The components, purchase price of the
pack, and wholesale value of the included items for the periods for which
financial data is presented are detailed in the table below.

PACKS SOLD PRIOR TO JUNE 1998

MASTER
ALL STAR ASSOCIATE AND
BUSINESS ALL STAR ALL STAR MASTER NEW ASSOCIATE
PACK TRAINING PACK TRAINING PACK STARTER PACK PROMO PACK
Associate Cost.............. $1,000.00 $ 568.00 $ 339.00 $ 229.00 $ 49.00
Number of Nutritional
Products Included......... 27 15 9 6 1
wWholesale Value of
Nutritional Products...... $ 736.00 $ 412.50 $ 253.00 $ 166.00 $ 28.50
Number of Promotional
Materials Included........ 108 26 3 23 15
Wholesale Value of
Promotional Materials..... $ 345.99 $ 298.04 $ 186.90 $ 111.14 $ 12.59
Event Admission Included.... Yes Yes Yes No No
Implied Admission Value..... $ 50.00 $ 50.00 $ 50.00 $ - $ -
Total Wholesale and Implied
Value......oviiiiiiinnnnn $1,131.99 $ 760.54 $ 489.90 $ 277.14 $ 41.09
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PACKS SOLD BEGINNING IN JUNE 1998

MASTER
ALL STAR ASSOCIATE AND PREFERRED
BUSINESS ALL STAR MASTER NEW ASSOCIATE CUSTOMER
PACK TRAINING PACK STARTER PACK PROMO PACK PACK

Associate COSt.......ciiiiiii i iinnnnnnn $1,000.00 $ 664.00 $ 289.00 $ 49.00 $ 29.00
Number of Nutritional Products Included... 26 17 9 1 -
Wholesale Value of Nutritional Products... $ 750.50 $ 491.00 $ 216.74 $ 28.50 -

Number of Promotional Materials
Included. . ... vii i i e e 131 26 23 14 14
Whole Value of Promotional Materials...... $ 357.52 $ 276.32 $ 115.37 $ 16.12 $ 16.12
Events Admission Included................. Yes Yes No No No
Implied Admission Value................... $ 50.00 $ 50.00 $ - $ - $ -
Total Wholesale and Implied Value......... $1,158.02 $ 817.32 $ 332.11 $ 44.62 $ 16.12

The Company views the nutritional product sale included in the "New
Associate Promo Pack" as a retail sale. Viewed as a retail sale the value of the
product would be $39.00 and the total value of the pack would be $51.59. The
Company adopted this view as purchasers of the "New Associate Promo Pack" were
often previously retail customers of other Associates before seeking Associate
status themselves.

The Company also requires an Associate to renew status each year by renewing
as a Preferred Customer and continuing to sponsor New Associates or by
purchasing a renewal pack. Prior to June 1998 the Associates renewed at the
$49.00, $229.00, and $568.00 levels. Currently, the Associate can renew at the
$29.00, $200.00 or $350.00 levels. The renewal packs were identical to the
starter packs in the table above sold at the same price. If an Associate chose
not to renew his Associate status he could continue to purchase the Company's
products at the wholesale price and resell the products if he desired; however,
he would not be qualified to earn commissions or bonuses under the Company's
compensation plan. In May 1998 the Company instituted its $29.00 Preferred
Customer Pack, which also provides a method of renewal of Associate status.

Associates are also eligible to purchase upgrade packs. Historically,
upgrade packs were purchased at the $229.00, $339.00, $568.00 and $1,000.00
levels. Beginning June 1998 upgrade packs are priced at $289.00, $375.00,
$664.00 and $1,000.00. Upgrade packs are accounted for as renewal packs as they
renew an Associates membership for one year from the time of upgrade.

In May 1998, the Company introduced a new starter and renewal pack priced at
$29.00 which consists of 15 promotional materials which would cost $14.50 if
purchased separately at their wholesale value.

Revenues are generally recognized when products or sales aids are shipped.
The Company's revenues are based primarily on the wholesale prices of the
products sold. The Company defers revenue received from the sale of promotional
packs which is in excess of the wholesale value of the individual items included
in such packs. Revenues from promotional packs are allocated between products
and events admission based on the proportionate fair value of these items.
Allocated event revenues are also deferred. All deferred revenue is amortized
over a twelve-month period. Total deferred revenue was approximately $521,000
and $809,000 at December 31, 1996 and 1997, respectively and was $641,000 for
the nine-month period ended September 30, 1998. The Company currently outsources
all of its product manufacturing needs and all of its ingredients are supplied
by outside vendors.

As a result of the Company's expansion into Canada, and its change, in the
fourth quarter of 1997, to higher quality manufacturers, the Company has
experienced an increase in cost of sales as a percentage of net sales. Sales of
products in Canada have also resulted in increased shipping costs and additional
costs to reformulate certain products.

Associates are compensated by commissions, which are directly correlated to
the placement and position of the Associate within the Company's compensation
plan, volume of direct sales and number of
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new enrolled Associates. Commissions as a percentage of net sales were 38.5,
40.7, 41.0 and 39.8 for 1995, 1996, 1997 and the nine months ended September 30,
1998, respectively. The Company believes that, under the Company's existing
compensation plan, commissions will not exceed 42% of net sales. See
"Business-Product Distribution System-Associate Compensation."

The Company's selling and administrative expenses consist of human resource
expense, including wages, bonuses and marketing expenses, and are a mixture of
both fixed and variable expenses. Company-sponsored Associate events held
throughout the year also have an effect on its selling and administrative
expenses, as does the Company's continuing commitment to investment in
information technology systems. In 1997, the Company recorded sales and
administrative expenses at 18.5% of net sales, a lower rate than prior years, as
a result of increased net sales, a reduction in executive salaries beginning in
June 1997 and the management of expenses.

The increased demand for the Company's products has necessitated significant
investment in infrastructure to support the growth of the Company. In 1997, the
Company invested in its new headquarters building, new distribution center and
new research and development laboratory. As a result of its investment in
infrastructure, the Company's other operating costs have increased
significantly.

The Company is subject to taxation in the United States at the federal
statutory tax rates of 34% for 1995 and 1996 and 35% for 1997 and 1998. The
Company is also subject to taxation in various state jurisdictions with an
average statutory tax rate of approximately 5%. With the expected international
expansion, a portion of the Company's income will be subject to taxation in the
country in which it operates and the Company may be eligible for foreign tax
credits for the amount of foreign taxes paid in a given period to offset taxes
otherwise payable. The Company may not be able to fully utilize such foreign tax
credits in the United States. The use of the foreign tax credits would be based
upon the proportionate amount of net sales in each country. This could result in
the Company paying a higher overall effective tax rate on its worldwide
operations. Many of the countries in which the Company is considering for
expansion during 1998 and beyond have maximum statutory tax rates in excess of
the United States rate.

REORGANIZATION

In December 1994, to achieve certain tax efficiencies and to protect certain
of the Company's proprietary rights, the Company transferred certain rights and
interest in intellectual property, its right to use a supplier's trademark and
its marketing rights to two affiliated partnerships (the "Royalty Partnership"
and the "Marketing Partnership," respectively). The Marketing Partnership was
owned by two affiliated partnerships that also shared common ownership with the
Company (collectively with the Royalty Partnership and the Marketing
Partnership, the "Partnerships"). The respective ownership interests in the
Partnerships were structured with the intention of retaining the same economic
interests among the partners as that of the shareholders of the Company. In the
case of the intellectual property and trademark transferred to the Royalty
Partnership, the Company entered into a 17-year agreement with the Royalty
Partnership to pay a royalty based on sales volume. In the case of the Marketing
Partnership, the Company paid a commission based on a specified percentage of
sales volume. At the time of transfer, the rights and interest in intellectual
property, supplier's trademark and marketing rights had a minimal basis. During
1994, the Company also entered into separate incentive compensation agreements
with two of its shareholders pursuant to which the Company agreed to pay
commissions based on specified monthly sales volumes and increases in number of
new enrolled Associates. These agreements were designed to compensate for the
differences in ownership in the Partnerships for one of the principal
shareholders and to provide compensation to a shareholder in lieu of receiving a
Partnership interest.
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on June 1, 1997,
consolidate all operating activities,

in order to simplify the Company's ownership structure and
the Company entered into agreements to

effect the Reorganization through merging with the corporate general partners of
the Partnerships in which the Company was the surviving corporation and
exchanging shares of Common Stock for the entire ownership interests of the

Partnerships. Pursuant to the Reorganization,

the Company issued an aggregate of

10,000,000 shares of Common Stock to holders of the general partnership and
limited partnership interests. In addition, during May and June 1997 the Company
issued 2,027,571 shares of Common Stock in consideration for the cancellation of
incentive compensation agreements with two shareholder-employees and four other
employees of the Company, including 626,971 shares issued to cancel incentive
compensation agreements that had been provided in lieu of ownership interests in
the Partnerships. See Note 9 to the Financial Statements. The net effect of the
foregoing transactions was to increase the number of shares of Common Stock
outstanding by 12,027,571 while retaining substantially the same relative
ownership of the Company. The only ownership percentage change among the
original shareholders related to 208,024 shares granted to one shareholder in
recognition of significant contributions to the Company, which resulted in minor
dilution to the other original seven shareholders at the time of the exchange.
No monetary consideration changed hands and the changes were designed to
reestablish the original economic characteristics of the Company. Other than the
new shares issued to the four employees to cancel their incentive compensation

agreements,
risks and benefits,

relative ownership interests, as evidenced by retention of economic
remained virtually the same. After the exchange, the Company

terminated and liquidated the Partnerships at no gain or 1loss.

RESULTS OF OPERATIONS

The following table summarizes the Company's operating results as a
percentage of net sales for each of the periods indicated:

Net SalesS. ..ttt e s
CoSt Of S@leS. ..ttt e i s
(0071111 8= o

Gross Profit. ... e
Operating expenses:
Selling and administrative expenses..............
Other operating CoStS...... .ot
Cancellation of incentive compensation
AGrEEMENES . vttt e
Write-off of deferred offering costs.............

Income from operations........... ... oo iiiiiinnnnnnn
Other (income) expense, Net........cvivviiinnnenn..,

Income before income taxes.........ovuiiiinnnnnrnnnn
INCOME tAX EXPENSE .« vt ittt ettt it aie e nnns

Net dncome. ... ... i e
Number of starter packs sold................vuv.nn
Number of renewal packs sold................ ... ...

Total number of packs sold............... . ...

Total Associates canceling Associate status........
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NINE MONTHS ENDED
SEPTEMBER 30,

YEAR ENDED DECEMBER 31,

1995 1996 1997 1997 1998
100.0% 100.0% 100.0% 100.0% 100.0%
15.2 15.5 16.4 16.1 16.8
38.5 40.7 41.0 40.9 39.8
46.3 43.8 42.6 43.0 43.4
21.9 20.6 18.5 17.9 18.4
16.4 13.6 12.9 12.1 12.8

- - 1.5 1.6 -

- - - 0.8

8.0 9.6 9.7 11.4 11.4
0.5 (0.1) (0.0) 0.2 0.0
7.5 9.7 9.7 11.2 11.4
0.2 1.4 2.7 3.1 4.4
7.3% 8.3% 7.0% 8.1% 7.0%
66,623 97,813 133,461 103,562 76,620
207 19,875 41,219 29,597 44,157
67,530 117,688 174,680 133,159 120,777
930 2,503 5,163 3,645 4,656



NINE MONTHS ENDED SEPTEMBER 30, 1998 AND SEPTEMBER 30, 1997

NET SALES. Net sales increased 10.62% to $122.9 million for the nine months
ended September 30, 1998 from $111.1 million for the nine months ended September
30, 1997. This increase was primarily attributable to the following:

- $6.3 million, or 53.4% was due to the sale of several new products
introduced during 1998 and existing products which were not available for
sale during the first nine months of 1997 for Canada.

- $12.2 million, or 103.4% was due to an increase in existing product sales,
which increase resulted solely from increases in volumes of products sold.

- ($6.7) million, or (56.8%) was due to an overall decrease in Associate
pack sales. The decrease resulted from a decrease of approximately ($7.4)
million in Associate packs sold with respect to the enrollment of new
Associates offset by a $700,000 increase in packs sold to Associates
renewing their association with the Company. The Company's fee structure
remained constant throughout this period; however; the Company added some
additional packs. See "Business". Associate pack sales decreased due to a
delay in introducing new Associate packs or starter packs until the second
quarter of 1998. The Company believes, based upon information received
from many of its Associates, that many Associates delayed signing up new
Associates and their own renewal until the new packs were available and
the Company's operations in Australia had begun. As the new Associate
packs were not available until May 1998, it is not possible to determine
if the overall decrease in Associate pack sales was attributable to a
deferral of such revenue or a permanent loss.

COST OF SALES. Cost of sales increased 15.2% to $20.6 million for the nine
months ended September 30, 1998 from $17.9 million for the comparable period in
1997. As a percentage of net sales, costs of sales increased to 16.8% from 16.1%
for the nine months ended September 30, 1998 and 1997, respectively. The
increase in cost of sales was due to a $2.7 million increase in finished goods,
a ($100,000) decrease in freight due to changing vendors to save shipping costs
which was offset by an increase in sales volume and a $100,000 increase in
normal costs of spoilage and shrinkage of inventory which was due to the Company
utilizing a new vendor to blend some of their raw materials used in their
products.

COMMISSIONS. Commissions consist of payments to Associates for sales
activity and downline growth. Commissions increased 8.6% to $49.0 million for
the nine months ended September 30, 1998 from $45.5 million for the comparable
period in 1997. As a percentage of net sales commissions decreased to 39.8% for
the nine months ended September 30, 1998 from 40.9% for the comparable period in
1997. The slight decrease as a percentage of sales was the direct result of
decrease in the number of Associate packs sold.

GROSS PROFIT. Gross Profit increased 10.7% to $53.3 million for the nine
months ended September 30, 1998 from $47.7 million for the comparable period in
1997. As a percentage of net sales, gross profit increased to 43.4% for the nine
months ended September 30, 1998 from 43.0% for the comparable period in 1997.
These changes were primarily attributable to the factors described above.

SELLING AND ADMINISTRATIVE EXPENSES. Selling and administrative expenses
consist of human resource expenses, including wages, bonuses and marketing
expenses, and are a mixture of both fixed and variable expenses. Selling and
administrative expenses increased 13.6% to $22.6 million for the nine months
ended September 30, 1998 from $19.9 million for the comparable period in 1997.
As a percentage of net sales, selling and administrative expenses increased to
18.4% for the nine months ended September 30, 1998 from 17.9% for the comparable
period in 1997. The dollar amount increase was due primarily to sales increases
and $1.0 million expended on the Company's first large scale Associate meeting.
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OTHER OPERATING EXPENSES. Other operating costs include utilities,
depreciation, travel, office supplies and printing expenses. Other operating
costs increased 17.2% to $15.7 million for the nine months ended September 30,
1998 from $13.4 million for the comparable period in 1997. As a percentage of
net sales, other operating costs increased to 12.8% for the nine months ended
September 30, 1998 from 12.1% for the comparable period in 1997. The dollar
amount increase was primarily related to the increase in sales, additional
expenses of $700,000 related to the opening of Australia, additional
depreciation expense of $700,000 related to the addition of the laboratory
located in the Company's worldwide headquarters, relocation of the distribution
center to its current location in January 1998 and the incurrence of various
other costs associated with the Company's planned international expansion. The
remaining increase was due to the increase in sales volume.

CANCELLATION OF INCENTIVE COMPENSATION AGREEMENTS. Cancellation of
incentive compensation agreements consisted of a one-time charge in 1997
totaling approximately $1.8 million at the end of the third quarter of 1997.
This charge resulted from the exchange of Common Stock for the cancellation of
certain incentive compensation agreements. There were no additional
cancellations during 1998. See "Certain Transactions."

WRITE-OFF OF DEFERRED OFFERING COSTS. During July 1998 the Company withdrew
its original institutional/retail offering. Approximately $940,000 related to
the withdrawn offering, such as underwriting expenses, printing costs and
roadshow costs, was expensed in the third quarter of 1998.

OTHER (INCOME) EXPENSE, NET. Other (income) expense consists of interest
income, royalties from vendors and settlement of lawsuits. Other (income)
expense decreased (102.3%) to $4,000 for the nine months ended September 30,
1998 from ($174,000) for the comparable period in 1997. As a percentage of net
sales, other (income) expense decreased to 0.0% in the first nine months ended
September 30, 1998 from (0.2%) for the comparable period in 1997. The expense
for the first nine months ended September 30, 1997 related primarily to legal
actions and related charges for the settlement of lawsuits totaling $110, 000
that did not occur for the comparable period in 1998.

INCOME TAX EXPENSE. Income tax expense increased 54.3% to $5.4 million for
the nine months ended September 30, 1998 compared to $3.5 million for the
comparable period in 1997. The effective tax rate increased to 38.5% for the
nine months ended September 30, 1998 from 26.9% for the comparable period in
1997. The increase in the effective tax rate was primarily the result of the
Company's reorganization, which began June 1, 1997. Prior to that date, the
income from the Partnerships was subject to income tax only at the individual
partners' level. See "Certain Transactions."

NET INCOME. Net income decreased (7.52%) to $8.6 million for the nine
months ended September 30, 1998 from $8.9 million for the comparable period in
1997. As a percentage of net sales, net income decreased to 7.0% for the nine
months ended September 30, 1998 from 8.1% for the comparable period in 1997. The
increase was primarily related to the increase in sales offset by the recording
of the write-off of the initial public offering expenses of approximately $1
million.

YEARS ENDED DECEMBER 31, 1997 AND DECEMBER 31, 1996

NET SALES. Net sales increased 74.4% to $150.6 million in 1997 from $86.3
million in 1996. This increase was primarily attributable to the following:

- $46.9 million, or 72.9%, was due to an increase in existing product sales,
which increase resulted solely from increases in the volume of products
sold.

- $11.1 million, or 17.3%, was due to an increase in Associate pack sales.
Associate pack sales increased due to the enrollment of new Associates and
the sale of renewal packs to existing Associates. Approximately $5.9
million of the increase in Associate pack sales related to the sign up of
new Associates and $5.2 million related to the renewal of existing
Associates. The Company's fee structure remained constant throughout this
period.
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- $6.3 million, or 9.8%, was due to the introduction in July 1997 of
MannaCleanse-TM-, an intestinal support product, and Bulk
Ambrotose-Registered Trademark-, a cell-to-cell communication support
product.

COST OF SALES. Cost of sales increased 84.3% to $24.7 million in 1997 from
$13.4 million in 1996. As a percentage of net sales, cost of sales increased to
16.4% for 1997 from 15.5% in 1996. The increase in cost of sales was due to a
$10.8 million increase in sales of finished goods, a $600,000 increase in
shipping costs due to increased sales volume, a $300,000 increase in shipping
costs for Canadian finished goods and a ($400,000) decrease in normal costs of
spoilage and shrinkage of inventory.

COMMISSIONS. Commissions increased 75.4% to $61.7 million in 1997 from
$35.2 million in 1996. As a percentage of net sales, commissions increased to
41.0% for 1997 from 40.7% in 1996.

GROSS PROFIT. Gross profit increased 70.0% to $64.2 million in 1997 from
$37.8 million in 1996. As a percentage of net sales, gross profit decreased to
42.6% in 1997 from 43.8% in 1996. These changes were primarily attributable to
the factors described above.

SELLING AND ADMINISTRATIVE EXPENSES. Selling and administrative expenses
increased 56.8% to $27.8 million in 1997 from $17.8 million in 1996. As a
percentage of net sales, selling and administrative expenses decreased to 18.5%
in 1997 from 20.6% in 1996. The dollar amount increase was primarily
attributable to an increase in bonuses and compensation paid and an increase in
number of employees to support the Company's growth in net sales. The decrease
in the percentage of net sales was primarily attributable to certain
efficiencies achieved by the Company in managing sales growth and reductions in
executive salaries beginning in June 1997 of approximately $600,000. Executive
salaries were reduced to reflect salaries commensurate with those paid by
similar public companies. The Company does not expect increases in executive
salaries in the foreseeable future other than those increases necessary in the
marketplace to recruit, reward and retain qualified executives.

OTHER OPERATING COSTS. Other operating costs increased 65.2% to $19.4
million in 1997 from $11.7 million in 1996. This increase was primarily due to
costs associated with the Company's relocation of its worldwide headquarters to
its current location in March 1997. As a result of the relocation the Company
had capital expenditures of approximately $9.6 million, which resulted in an
increase in depreciation expense of approximately $900,000. In addition, other
expenses, comprised of supplies, rent and miscellaneous equipment purchases,
increased by approximately $1.8 million. Utility and telephone expense increased
by approximately $2.0 million with the majority of the increase related to
telephone expense. The increase in telephone expense is related to the increase
in sales as the majority of the Company's sales are made by telephone or fax.
The increased sales volume leads to increased phone usage, which results in
higher costs. As a percentage of net sales, other operating costs decreased to
12.9% in 1997 from 13.6% in 1996. This decrease was primarily attributable to
increased sales volume and the Company achieving certain volume-based
efficiencies due to increased net sales. If sales volumes remain constant, these
volume-based efficiencies are expected to remain constant as they are directly
related to sales volumes.

CANCELLATION OF INCENTIVE COMPENSATION AGREEMENTS. Cancellation of
incentive compensation agreements consisted of a one-time charge in 1997
totaling approximately $2.2 million. This charge resulted from the exchange of
Common Stock for the cancellation of certain incentive compensation agreements.
See "Certain Transactions."

OTHER (INCOME) EXPENSE, NET. Other (income) expense decreased 62.9% to
($43,000) in 1997 from ($116,000) in 1996. As a percentage of net sales, other
(income) expense decreased to (0.0%) in 1997 from (0.1%) in 1996. The change in
1997 was primarily attributable to the settlement in 1997 of various lawsuits
totaling $110,000 versus settlement expense of $59,000 in 1996.

INCOME TAX EXPENSE. Income tax expense increased to $4.1 million in 1997
compared to $1.2 million in 1996. The effective tax rate increased significantly
to 28.0% in 1997 from 14.3% in 1996. The increase in the effective tax rate was
primarily the result of the Company's reorganization as of June 1,
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1997. Prior to that date, the Partnerships were subject to income tax only at
the individual partners' level. See "Certain Transactions."

NET INCOME. Net income increased 48.3% to $10.6 million in 1997 from $7.2
million in 1996. As a percentage of net sales, net income decreased to 7.0% in
1997 compared to 8.3% in 1996. This decrease was primarily related to the
cancellation of the incentive compensation agreements, additional income tax
expense and the reorganization of the Partnerships. See "Certain Transactions."

YEARS ENDED DECEMBER 31, 1996 AND DECEMBER 31, 1995

NET SALES. Net sales increased 169.1% to $86.3 million in 1996 from $32.1
million in 1995. This increase was primarily attributable to the following:

- $29.4 million, or 54.3%, was due to an increase in existing product sales,
which increase resulted solely from increases in the volume of products
sold.

- $18.0 million, or 33.2%, was due to an increase in Associate pack sales.
Associate pack sales increased due to the enrollment of new Associates and
the sale of renewal packs to existing Associates. Approximately $13.3
million of the increase in Associate pack sales related to the sign up of
new Associates and $4.7 million related to the renewal of existing
Associates. The Company's fee structure remained constant throughout this
period.

- $3.6 million, or 6.6%, was due to the introduction of a new nutritional
supplement product line, consisting of Profile 1, Profile 2 and Profile 3,
in May 1996, and the introduction of a new raw material,
Ambrotose-Registered Trademark-, in October 1996.

- $3.2 million, or 5.9%, was due to the commencement of operations in Canada
in April 1996, excluding Associate pack sales.

COST OF SALES. Cost of sales increased 174.7% to $13.4 million in 1996 from
$4.9 million in 1995. As a percentage of net sales, cost of sales increased to
15.5% in 1996 from 15.2% in 1995. The increase in cost of sales was comprised of
an $8.3 million increase in sales of finished goods and a $200,000 increase in
sales of finished goods in Canada.

COMMISSIONS. Commissions increased 184.9% to $35.2 million in 1996 from
$12.3 million in 1995. As a percentage of net sales, commissions increased to
40.7% in 1996 from 38.5% in 1995. The increase was primarily attributable to the
introduction of an additional type of commission for the Associates'
compensation plan during 1995. Once a commission plan is introduced, there is
generally a short time lag before the Associates begin to qualify for the
payment of commissions. During 1996, this new commission structure accounted for
a 4.3% increase (as a percentage of net sales) in total commissions.

GROSS PROFIT. Gross profit increased 154.2% to $37.8 million in 1996 from
$14.9 million in 1995. As a percentage of net sales, gross profit decreased to
43.8% in 1996 from 46.3% in 1995. These changes were primarily attributable to
the factors described above.

SELLING AND ADMINISTRATIVE EXPENSES. Selling and administrative expenses
increased 153.3% to $17.8 million in 1996 from $7.0 million in 1995. As a
percentage of net sales, selling and administrative expenses decreased to 20.6%
in 1996 from 21.9% in 1995. The dollar amount increase was primarily
attributable to sales increases. The decrease as a percentage of net sales was
primarily attributable to increased sales and the Company achieving certain
sales volume-based efficiencies for human resources and marketing expenses.

OTHER OPERATING COSTS. Other operating costs increased 123.6% to $11.7
million in 1996 from $5.3 million in 1995. As a percentage of net sales, other
operating costs decreased to 13.6% in 1996 from 16.4% in 1995. The dollar amount
increase was primarily attributable to the increase in sales, which was
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offset by the Company recording approximately $400,000 in consulting fees
associated with the Company's entry into the Canadian market.

OTHER (INCOME) EXPENSE, NET. Other (income) expense in 1996 increased to
($116,000) from $181,000 in 1995. In 1995, the Company incurred an expense of
$180,600 as a result of the settlement of a lawsuit related to the termination
of a former employee. In 1996, the Company recorded an additional expense of
$59, 000 related to the settlement of this lawsuit, which was more than offset by
approximately $160,000 of interest income and royalty income.

INCOME TAX EXPENSE. 1Income tax expense increased $1.1 million to $1.2
million in 1996 compared to $67,000 in 1995. The effective tax rate increased to
14.3% in 1996 from 2.7% in 1995. The effective tax rate significantly varied
from the statutory rate of 34% primarily due to the $5.8 million of Partnership
income included with the Company's income as discussed previously. See
"-Reorganization" and "Certain Transactions."

NET INCOME. Net income increased 206.2% to $7.2 million in 1996 from $2.3
million in 1995. As a percentage of net sales, net income increased to 8.3% in
1996 as compared to 7.3% in 1995. The increase was the result of the factors
described above.
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SELECTED QUARTERLY STATEMENTS OF INCOME

The following table sets forth certain unaudited quarterly statement of
income data for each of the eleven quarters ending with the quarter ended
September 30, 1998. In the opinion of management, this information has been
prepared on the same basis as the audited Financial Statements contained herein
and includes all necessary adjustments, consisting only of normal recurring
adjustments, that the Company considers necessary to present fairly this
information in accordance with generally accepted accounting principles. This
information should be read in conjunction with the Financial Statements and
Notes thereto appearing elsewhere in this Prospectus. The Company's operating
results for any one quarter are not necessarily indicative of results for any
future period.

THREE MONTHS ENDED

MAR. 31, JUNE 30, SEPT. 30, DEC. 31, MAR. 31,

1996 1996 1996 1996(1)

1997

(IN THOUSANDS)

STATEMENT OF INCOME
DATA:

Net saleS.............. $ 14,432 $ 19,651 $ 23,424 $ 28,804 $ 33,383

Cost of sales.......... 1,910 3,008 3,165 5,323
commissions............ 5,891 8,060 9,554 11,650

Gross profit....... 6,631 8,583 10,705 11,831
Operating expenses:

Selling and

administrative

EeXPENSES. .\ vuvvr s 2,640 4,447 3,811 6,866
Other operating

COSES. v uviinnnnnnnn 1,590 2,260 2,550 5,346
Cancellation of

incentive

compensation

agreements(4)...... -- - - -
Write-off of deferred

offering costs..... - - - -

Income (loss) from

operati