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IN THE MATTER OF

NU SKIN INTERNATIONAL, INC., ET AL.

CONSENT ORDER, ETC., IN REGARD TO ALLEGED VIOLATION OF
SECS. 5 AND 12 OF THE FEDERAL TRADE COMMISSION ACT

Docket C-3489. Complaint, April 1, 1994--Decision, April 1, 1994

This consent order prohibits, among other things, the Utah-based marketing
companies and their officers from making deceptive claims about their
products or similar products, and requires them to possess competent and
reliable scientific evidence to substantiate hair growth, wrinkle removal or burn
claims, and performance, benefits, efficacy or safety claims of any food, drug,
device or cosmetic they offer in the future. The respondents also are required
to make certain disclosures regarding future earnings claims to prospective
distributors and disgorge a total of $1.225 million.

Appearances

For the Commission: C. Steven Baker, Nicholas J. Franczyk and
Mary E. Olson. ‘

For the respondents: John D. Shuff, Robins, Kaplan, Miller &
Ciresi, San Francisco, CA. David W. Scofield, Parsons, Davies,
Kinghorn & Peters, Salt Lake City, UT. B. Ray Zoll, Zoll & Branch,
Salt Lake City, UT.

COMPLAINT

The Federal Trade Commission, having reason to believe that Nu
Skin International, Inc., CIM, Inc., CST Management, Inc., and
CK&C, Inc., corporations; Clara McDermott, individually and as an
officer and director of CJM, Inc.; Craig Tillotson, individually and as
an officer and director of CST Management, Inc.; Craig Bryson,
individually and as an officer and director of CK&C, Inc.,
(“respondents”), have violated the provisions of the Federal Trade
Commission Act, and it appearing to the Commission that a
proceeding by it in respect thereof would be in the public interest,
alleges:

PARAGRAPH 1. Respondent Nu Skin International, Inc. (“Nu
Skin”), is a Utah corporation, with its principal office or place of
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business at 75 West Center, Provo, Utah. Respondent Nu Skin,
directly or indirectly, profits and benefits by and through the acts and
practices of its distributors, including the acts and practices alleged
in this complaint.

PAR. 2. Respondent CJM Inc., is a Utah corporation, with its
principal office or place of business at 1565 East 3300 South, Salt
Lake City, Utah. CJM, Inc. is the managing partner of CCC
Partnership, an entity comprised of CJM, Inc., CST Management,
Inc, and CK&C, Inc. CIM, Inc., directly or indirectly, profits and
benefits by and through the acts and practices of Nu Skin distributors,
including the acts and practices alleged in this complaint.

PAR. 3. Respondent CST Management, Inc., is a Utah
corporation, with its principal office or place of business at 11
Northridge Way, Sandy, Utah. CST Management, Inc. is a general
partner of CCC Partnership, an entity comprised of CIM, Inc., CST
Management, Inc, and CK&C, Inc. CST Management, Inc., directly
or indirectly, profits and benefits by and through the acts and
practices of Nu Skin distributors, including the acts and practices
alleged in this complaint.

PAR. 4. Respondent CK&C, Inc., is a Utah corporation, with its
principal office or place of business at 3800 Sherwood Drive, Provo,
Utah. CK&C, Inc. is a general partner of CCC Partnership, an entity
comprised of CJM, Inc., CST Management, Inc., and CK&C, Inc.
CK&C, Inc., directly or indirectly, profits and benefits by and
through the acts and practices of Nu Skin distributors, including the
acts and practices alleged in this complaint.

PAR. 5. Respondent Clara McDermott is a first-line distributor
of Nu Skin’s products and distributorships, a member of the Nu Skin
Distributor’s Advisory Board, and an officer and director of CIM,
Inc. Individually or in concert with others, she formulates, directs,
controls or participates in acts and practices on behalf of CIM, Inc.,
including the acts and practices alleged in this complaint. She also
receives commissions and other profits from the sales of Nu Skin
products by herself and other distributors. Her principal office or
place of business is 1565 East 3300 South, Salt Lake City, Utah.

PAR. 6. Respondent Craig Tillotson is a distributor of Nu Skin’s
products and distributorships, a member of the Nu Skin Distributor's
Advisory Board, and an officer and director of CST Management,
Inc. Individually or in concert with others, he formulates, directs,
controls or participates in acts and practices on behalf of CST
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Management, Inc., including the acts and practices alleged in this
complaint. He also receives commissions and other profits from the
sales of Nu Skin products by himself and other distributors. His
principal office or place of business is 11 Northridge Way, Sandy,
Utah.

PAR. 7. Respondent Craig Bryson is a distributor of Nu Skin’s
products and distributorships, a member of the Nu Skin Distributor’s
Advisory Board, and an officer and director of CK&C, Inc.
Individually or in concert with others, he formulates, directs, controls
or participates in acts and practices on behalf of CK&C, Inc.,
including the acts and practices alleged in this complaint. He also
receives commissions and other profits from the sales of Nu Skin
products by himself and other distributors. His principal office or
place of business is 3800 Sherwood Drive, Provo, Utah.

PAR. 8. Respondents are engaged in the advertising, promotion,
offering for sale, sale, and distribution of numerous different
products, including foods, drugs, devices, and cosmetics, designated
as Facial Systems, Body Care Systems, Hair Care Systems, Interior
Design Vitamins and Nutritional Supplements, and in the recruitment
of distributors. The respondents have dominated, controlled,
furnished the means, instrumentalities, services and facilities for,
and/or condoned or approved the acts and practices referred to below.

PAR. 9. Respondents have developed a multilevel marketing
plan to sell Nu Skin products through distributors to consumers. The
marketing plan allows distributors to earn money by selling the
products at a suggested mark-up to consumers. Distributors also
recruit and train other individuals to be distributors in the
respondents’ marketing plan. Distributors earn money based on
purchases from Nu Skin made by these recruits and others who they,
in turn, recruit to be distributors.

PAR. 10. Respondents have established the marketing plan, and
recruited distributors, for the purpose of promoting, selling, or
otherwise distributing Nu Skin products and merchandise. Among
other things, Nu Skin provides each new distributor with a sales kit
that contains brochures, order forms, and other materials identifying
Nu Skin, that are intended to be, and are, used by distributors in their
sales efforts.

PAR. 11. Respondents have advertised, promoted, offered for
sale, sold, and distributed: (a) Nutriol Hair Fitness Preparation
(“Nutriol”), a topically applied non-prescription hair treatment
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product; (b) Face Lift with Activator (“Face Lift”), a topically
~ applied non-prescription facial treatment product; and (c) Celltrex, a
topically applied non-prescription skin treatment product. These
products are “drugs” and/or “cosmetics” within the meaning of
Sections 12 and 15 of the Federal Trade Commission Act.

PAR. 12. The acts and practices of respondents alleged in this
complaint have been in or affecting commerce, as “commerce” is
defined in Section 4 of the Federal Trade Commission Act.

NUTRIOL

PAR. 13. In the course and conduct of their business, and for the
purpose of inducing the purchase of the Nu Skin products and the
participation of persons as distributors of Nu Skin products, the
respondents and their representatives or agents have disseminated,
have caused to be disseminated, or have condoned or approved the
dissemination of advertisements and promotional materials for
Nutriol, including but not necessarily limited to the attached Exhibits
A through I. These advertisements and promotional materials contain
the following statements and depictions:

A. “..we have a product that has been shown to grow hair in two to three
months ... and there are absolutely no side effects.” (Exhibit A.)

B. “..corrects abnormal hair loss in a high percentage of users. New hair
growth is also realized in a high percentage of users.” (Exhibit B.)

C. “the ‘treatment which cures baldness’ ... ‘baldness is conquered’...”
(Exhibit B.)

D. “I have about 20 percent more hair now than I did before using Nutriol.
Moreover, the rate of hair loss is noticeably less than before I started using Nutriol.”
(Exhibits B and E.)

E. “To avoid FDA red tape, Nutriol is being marketed as a ‘hair fitness
preparation’ ... All information points to Nutriol as being the best remedy available
for hair loss. Even the highly touted minoxidil -- Upjohn Pharmaceutical’s
proposed hair restoration drug -- seems to have a lower percentage of success...”
(Exhibit C.)

F. “At last...effective products stimulate natural hair growth without harmful
side effects.

* k *

The following is a comparative chart designed to help you review the benefits
of the three proven effective natural hair growth products available on the market
today.
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MINOXIDIL
NUTRIOL FOLTENE ROGAINE
Is it a Drug? No No Yes
* k¥

Success rate can be Up to 90%, plus Up to 63% Up t0 35%
extended to 98& with :
professional help

Success rate at stopping  100% 75% Up to 50%
hair loss ..."
(Exhibit D.)

G. “Does Nutriol work? Crinos claims the following figures for its users:

TOTALregrowth ..... ..... ..... ..o oon ounn. 16%
PARTIAL regrowth .. ..... ..... ..... .. ... ..... 74%
NOeffects ... ..... .o ot iir i 70%"
(Exhibit E.)

H. “There has been a major breakthrough in a product that drastically reduces
hair loss, and in many cases, actually regenerates new growth and thickens a
person’s natural head of hair. This product [is] known as Nutriol ....” (Exhibit F.)

L. “..if a person is realizing abnormal hair loss and notices the hair thinning
out, Nutriol really can help correct this problem and, in many cases, regenerate
growth.” (Exhibits E and F.)

J. “Stop Losing Hair ... Ask How™ (Exhibit G.) -

K. “Nutriol is a big time hair-growth product in Europe, where it is marketed
as Foltene ... Does it work? Europeans and Nutriol’s US distributors say it does.”
(Exhibit H.)

) L. Side-by-side top or front photographs of the heads of various different
individuals with the statements “before using Nutriol” appearing directly below one
set of photographs and “after using Nutriol” appearing above the other set of
photographs, and further contain the following statement: “In just seven months ...
I'am ... experiencing new growth all along my once receding hairline and in the
crown area.” (Exhibit I.)

PAR. 14. Through the use of the statements and depictions
contained in the advertisements and promotional materials referred
to in paragraph thirteen, including but not necessarily limited to the
advertisements and promotional materials attached as Exhibits A
through I, respondents have represented, directly or by implication,
that:
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A. Nutriol will stop, prevent, cure, relieve, reverse or reduce hair
loss;

B. Nutriol will promote the growth of hair where hair has already
been lost;

C. Nautriol is as effective as, or more effective than, the
prescription drug Minoxidil in the treatment of hair loss;

D. Competent and reliable data show that Nutriol is effective in
stopping hair loss and promoting hair growth.

PAR. 15. In truth and in fact:

A. Nutriol will not stop, prevent, cure, relieve, reverse or reduce
hair loss;

B. Nutriol will not promote the growth of hair where hair has
already been lost; :

C. Nutriol is not as effective as, or more effective than, the
prescription drug Minoxidil in the treatment of hair loss; and

D. Competent and reliable data do not show that Nutriol is
effective in stopping hair loss and promoting hair growth.

Therefore, the representations set forth in paragraph fourteen were,
and are, false and misleading. v

PAR. 16. Through the use of the statements and depictions
contained in the advertisements and promotional materials referred
to in paragraph thirteen, including but not necessarily limited to the
advertisements and promotional materials attached as Exhibits A
through I, respondents have represented, directly or by implication,
that at the time they made the representations set forth in paragraph
fourteen, respondents possessed and relied upon a reasonable basis
that substantiated such representations.

PAR. 17. In truth and in fact, at the time they made the
representations set forth in paragraph fourteen, respondents did not
possess and rely upon a reasonable basis that substantiated such
representations. Therefore, the representation set forth in paragraph
sixteen was, and is, false and misleading.

FACE LIFT

PAR. 18. In the course and conduct of their business, and for the
purpose of inducing the purchase of the Nu Skin products and the
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participation of persons as distributors of Nu Skin products, the
respondents and their representatives or agents have disseminated,
have caused to be disseminated, or have condoned or approved the
dissemination of advertisements and promotional materials for Face
Lift, including but not necessarily limited to the attached Exhibits J
through N. These advertisements and promotional materials contain
the following statements and depictions:

A. “Their non-surgical face lift will actually remove wrinkles better than
Retin-A.” (Exhibit J.)

B. “Nu Skin’s non-surgical face lift -- now this face lift is all natural. And it
will actually pull wrinkles off your face better than Retin-A, with no negative side
effects.” (Exhibit K.)

C. “... a product that can roll ten years off their faces better than Retin-A.”
(Exhlblt L )

. “Itincreases the skin’s tone and elast1c1ty . We can illustrate the marketing
power of a product like our non-surgical Face Lift by looking at the history of a
drug called Retin-A ... The year it was announced that Retin-A was also effective
in easing lines and wrinkles off the face, sales of Retin-A increased ... Now Retin-A
is a dangerous drug with significant side effects, available by prescription only.
Our product is all natural with absolutely no side effects. Clearly superior to
anything in the market today.” (Exhibit M.)

E. Side-by-side front photographs of the faces of an mdmdual and further
contain the following statement: “GET RID OF WRINKLES! ... NON-
SURGICAL FACELIFT” (Exhibit N.)

PAR. 19. Through the use of the statements and depictions
contained in the advertisements and promotional materials referred
to in paragraph eighteen, including but not necessarily limited to the
advertisements and promotional materials attached as Exhibits J
through N, respondents have represented, directly or by implication,
that:

A. Face Lift will permanently remove facial wrinkles; and

B. Face Lift is as effective as, or more effective than, the
prescription drug tretinoin (currently known as Retin-A) in the
removal of facial wrinkles.

PAR. 20. In truth and in fact:

A. Face Lift will not permanently remove facial wrinkles; and
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B. Face Lift is not as effective as, or more effective than, the
prescription drug tretinoin (currently known as Retin-A) in the
removal of facial wrinkles.

Therefore, the representations set forth in paragraph nineteen were,
and are, false and misleading.

PAR. 21. Through the use of the statements and depictions
contained in the advertisements and promotional materials referred
to in paragraph eighteen, including but not necessarily limited to the
advertisements and promotional materials attached as Exhibits J
through N, respondents have represented, directly or by implication,
that at the time they made the representations set forth in paragraph
nineteen, respondents possessed and relied upon a reasonable basis
that substantiated such representations.

PAR. 22. In truth and in fact, at the time they made the
representations set forth in paragraph nineteen, respondents did not
possess and rely upon a reasonable basis that substantiated such
representations. Therefore, the representation set forth in paragraph
twenty-one was, and is, false and misleading.

CELLTREX

PAR. 23. In the course and conduct of their business, and for the
purpose of inducing the purchare of the Nu Skin products and the
participation of persons as distributors of Nu Skin products, the
respondents and their representatives or agents have disseminated,
have caused to be disseminated, or have condoned or approved the
dissemination of advertisements and promotional materials for
Celltrex, including but not necessarily limited to the attached Exhibit
O. These materials prominently feature side-by-side photographs of
the leg of an individual and further contain the following statement:

“I'received second and third degree burns to my legs ... They [doctors] said that
I would need skin grafting on my right leg ... [and] that without skin grafting, my
leg would be disfigured, tight and scarred in color, and that I'would not have full
movement near my ankles because the skin would grow back tight. At that time,
the grafting seem to be the only answer -- until I was introduced to [Celltrex] ...
[Celltrex] has been tested on burn victims with success in healing tissue. I started
to use the Celltrex ... They postponed all three surgeries because all the skin came
back in less than 90 days. My skin feels normal in texture and where they told me
I’d never have hair on my leg, I have hair.”
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PAR. 24. Through the use of the statement and depictions
contained in the advertisements and promotional materials referred
to in paragraph twenty-three, including but not necessarily limited to
the advertisement and promotional material attached as Exhibit O,
respondents have represented, directly or by implication, that Celltrex
will promote the healing of third degree burns.

PAR. 25. In truth and in fact Celltrex will not promote the
healing of third degree burns. Therefore, the representation set forth
in paragraph twenty-four was, and is, false and misleading.

PAR. 26. Through the use of the statements and depictions
contained in the advertisements and promotional materials referred
to in paragraph twenty-three, including but not necessarily limited to
the advertisement and promotional material attached as Exhibit O,
respondents have represented, directly or by implication, that at the
time they made the representation set forth in paragraph twenty-four,
respondents possessed and relied upon a reasonable basis that
substantiated such representation.

PAR. 27. In truth and in fact, at the time they made the
representation set forth in paragraph twenty-four, respondents did not
possess and rely upon a reasonable basis that substantiated such
representation. Therefore, the representation set forth in paragraph
twenty-six was, and is, false and misleading.

EARNINGS CLAIMS

PAR. 28. In the course and conduct of their business, and for the
purpose of inducing the purchase of the Nu Skin products and the
participation of persons as distributors of Nu Skin products, the
respondents and their representatives or agents have disseminated,
have caused to be disseminated, or have condoned or approved the
dissemination of advertisements and promotional materials regarding
the sale of the Nu Skin products, the profitability of being a
distributor for Nu Skin, and the recruitment of still additional
distributors, including, but not necessarily limited to the attached
Exhibits M, P, Q, and R. These advertisements and promotional
materials contain the following statements:

A. “$14,000 a month ... $168,000 a year ... a lot of other people are doing it
right now.” (Exhibit M.)

B. “... on a part time basis [earn] a monthly net of $7168 ... that’s $85,000 a
year.” (Exhibit M.)
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C. “If you’re not earning $10,000 a month or more We Need To Talk

(Exhibit P.)
D. “... be one of the first 25 people I will help get earning well over $100,000

in the next 12-24 months.” (Exhibit Q.)
E. “The people we start working with locally will earn in excess of $60,000 -
$80,000 their first year without jeopardizing their present income.” (Exhibit R.)
F. “Sales Organization Growth Duplication

5§5X5X5X5X5
1 Mo. 2 Mo. 3 Mo. 4 Mo. 5 Mo.
5 25 125 625 3125

4000 Salespeople

Worst Case Attrition
75% (4000 X .25) = 1000

Remaining 1000

Worst Case Sales
$100/Mo. X 1000 Sales People = $100,000 Volume

14% Commission X $100,000 Volume = $14,000/Mo.
$14,000 Per Month

$168,000 Per Year”
(Exhibit M)

PAR. 29. Through the use of the statements and depictions
contained in the advertisements and promotional materials referred
to in paragraph twenty-eight, including but not necessarily limited to
the advertisements and promotional materials attached as Exhibits M,
P, Q, and R, respondents have represented, directly or by implication,
that the amount of money represented by these statements is
representative, or typical, of what individuals who become Nu Skin
distributors will generally achieve on a monthly or annual basis.

PAR. 30. In truth and in fact, the amount of money represented
by these statements and depictions is not representative, or typical, of
what individuals who become Nu Skin distributors will generally
achieve on a monthly or annual basis. Therefore, the representation
set forth in paragraph twenty-nine was, and is, false and misleading.
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PAR. 31. Through the use of the statements and depictions
contained in the advertisements and promotional materials referred
to in paragraph twenty-eight, including but not necessarily limited to
the advertisements and promotional materials attached as Exhibits M,
P, Q, and R, respondents have represented, directly or by implication,
that at the time they made the representation set forth in paragraph
twenty-nine, respondents possessed and relied upon a reasonable
basis that substantiated such representation.

PAR. 32. In truth and in fact, at the time they made the
representation set forth in paragraph twenty-nine, respondents did not
possess and rely upon a reasonable basis that substantiated such
representation. Therefore, the representation set forth in paragraph
thirty-one was, and is, false and misleading.

PAR. 33. In the advertising, promotion, offering for sale, and
sale of distributorships, respondents have represented that Nu Skin
distributors can reasonably expect to earn substantial sums of money.
Respondents have failed to disclose that only a very small percentage
of distributors have earned more than a small monthly income. These
facts would be material to consumers in their decision to become
distributors. The failure to disclose these facts, in light of the
representations made, was, and is, a deceptive practice.

PAR. 34. The acts and practices of respondents as alleged in this
complaint constitute unfair or deceptive acts or practices and the
making of false advertisements in or affecting commerce in violation
of Sections 5(a) and 12 of the Federal Trade Commission Act.
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15 dhitferen) from anv other product with a polysacchande
ingredent

Other ingredients in the form of 51 viiamun ang amino
acids that are consigered as 2ssennial nutfients 10 healihy
naw also were added 1o the Nuirol formula Certainiv one
can onh onciude as the authors af previcus arncles on
Nutr-of have done ey won 1ne consumer

Yes. Nulriof1s a cosmenic 1n e United Siates ana s sold
without the claims otfered in other countries in the world
The question tc be answered ‘Does 1t work?

1 answer vuth an ungualibed  Yes' | nave about 20

percent more hair now than | aid before using Nutrio!
Moreover the rate of hair loss 1s noticably less than before !
started using Nutriol | know the product works

Woh Smant, Be Snfownad!

Make the most of your work ime
Know more apout

" advertising
marketing
personal communication
industry trends
successiul stylists

You'll ing it every month in HAIR INDUSTRY NEWS.
12 Issues only $39.00
Send check to HAIR INDUSTRY NEWS

EXHIBIT
B
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Healing AIDS
Naturally

[ for Headache Sufferers ©

\nuzing
Oreanic
Germanimn %

EXHIBIT
r\
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By Bob Jimenez

Or. Pagvo Airold in his DOk
Stop Hoir LOSS came to the
conclusion fhat “in most cases
the loss of haif end resuttant
balgnessis caused by impaired
blood supplY 1o the hoif oots”  Sucely-

Until recentty. the only holistic in crcer 10 understand how
soluﬁonsrocoumerccmcirloss this new cpproach woiks. its
were bosed on increcsing Me necessary 10 uncersiond 8 oit
plood flow and/or the supptyof  Of peckground information oN
puftients feeding fhe hair fol-  hait growth in general. Al hair
lictes. Techniaues suchasmas-  goes trough three cycles—
sage. siont noarcs. and nutrie  ancgen. c:togenondielegen.
The cncgen prase iswnen the
ha Sulc is cetivety forming

fdmﬁsrﬁmmefsisomdu-
fionary new to dect
ing with hait \oss that can pro-
vige nutrients directtytothe tol-
licle. bypcssing the blocd

tional supotemen':crion have
oll met with small success in

dealing with the preotem, Dut new ncir. Te cotagenehcse is

e ~ _
[ e IR .

-

Z

SCANY LAYER =
2251 LVER U

= '. P

SEBACESUS GLAND 15

ERECTOR MUSCE ]

GWELT GiAND

PAPILA i é
SERMINATIVE G- AYER gg
NERVE El z
=
2000 VESSEL ¢

!

117FT.C

ol Romedy for Hair Loss and Regeneration

when the haif oulbis producing
nhair in minimal levels. The tele-
gen phase is where the hav
pulb has ceased production
and the hair shatt folis out. e
then start ogain to be
repeated overc w0 10 six year
period. puplished cematologr
cal studies indicare fnat wnen
memitishmeoncgenphose—
most active growth stage—
there is © concentration of €
compilex caroohycrate called
mucopolvsaccharices n ne
vicinity of the hair oulb. When
the hairisin the telegen phcse.
tnere is @ recucec quantity ct
hese mucooolysoccnonces,
Ciinos Laporotories—a re-
ol taticn pner-
maceutical comoany —1eCH
note of these tacts ond cevel-
oped @ patentec process 10
smuC-

enough 1o penetiate the

ce berween
the follicte onc
nourish the nait bulo
ditectty rom S topical appli-
cation. They have peen seling
reitformulationin Europe with
Mwmcesam “incon-
trolled tests withtarge numoers
of patients, both mole ond fe-
male, it was shown that reguiar
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*.:Ness or bAld patches in 7a%

‘ the'cases. while dnly 16%

- denged N0 effect whetsoever':
.- In addition to heir growth, th
clinical stuaies ingicated SUC

. Cess with stopping furhe hair
less. reducticn of danandt, re-
CucHon of seboheq, ond thick-

ening of existing har. in Frence, |

€0% of procuct users cre wemen
‘whe use *he orecuct fer its
hickening effect, ‘o gve ther
NCIr Mcre ©ccy ona fLiness,
Cue tc the curhersicity of
Tese CinICTIsTuCies. tha frencn
‘Airusiry of Hecim ssuen nse
SuinCnzing e o
sSicwith trecie: lotres!
‘cr the 'ess of nar Shimuicres
CNC Cics the regrewts of hair”
MSQPO 322 M J8E) This was the
st time suen o sizim hece
<een grenrec :n frencs. Arn-
c'es in the French cress rove
Siled it "The trectment which
cures ccicness.” "Almest @ mir-
ccie’ cnc “Boicness is con-
Cuerec.’ The crecuct has taken
cver 7€% cf the ncir growth
maerket in Eurcoe enc hes be-
cSme “The thire Icrgest sailing
greduct in il cotegeries of
GCOCs scic in French chrama-
cies, next to toothcaste ong
‘he L'Orect skin care line: This is
crterjust S vears on the market!
Those cf us who are reacy to
jump on the next plare toPans
needn’t bother. (Uniess you
wanttovisit the tiffer Tewer ). An
'mproved version cf the Euro-
pean proauct wos introduced
to'thé Amencan merkerciace
'cst Novernoer. unqer the name
of Nutriol. Nutnol is peng mar-

ecment
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€T2C Cv Ulen-cosec Nu Skin
nfemcrncnc: on ¢ ~urrilevei
TCIKENNG OCsis TUcH ke Heme-
‘ite zrecucs. To aveic FOA red
"cce. Nunci s ceing marerec
38 S "herr fiiress crecercricn”
~th cicims such ©s it cangi-
ficns fhe sccie, crecring cn
‘cecl envircnment for reatthy
nar sut were cf rreuth is aun-
NG rameent on the tenefits
of Nutricl cre Nu Skin's scies
Cre skyreckering.

All information points ‘o Nu-
friol as being the best remedy
availabie tor hair loss. Even
the highly touted minoxidil~
Upichn Pharmaceutical's pro-
posed hair restoration drug—
seems to have a iower percent-
Gge of successes than the Euro-
pean clinical studies, as wel!
as having potential sice effects.

from @ ccst stanapont, sur-
gical impicnts cen un thoy-
sands of cellers and minoxigdil
regrment c=n cost ucwards of
$2000 golicrs. Nutmol ccmes in

&t the nugniv comgeritive -
UG cost ef S4C0 o 36CC.

ifthe Europecn rescense con
£e any inalcarion, we czn ex-
SectNumicifocecemecreuse-
"CIC worc over ihe nexT ccuzie
ot yecrs. It Dr. Aircic were snill
Clive 10 write C revisec versicn
ot his beok on nair loss, we 2x-
£ect he would concur with cur
cTnclusions s to the cmecaing
Ceneiits of procuct.
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News All Across America

TN 3 76208 OF SLXE 212 2cparenty
NS M1T7 Vew TIINerS aT e

V emOraCes e St SROVLET
rcces of TAING I PN FISES ST enercs.

Kim Upton
Boston Herad. Apnd 36

Taere are some signame poiincians and

ZEOVISIS LSING Zus. There “ave ceen siar-

SC2Nt rESLIIS WITT AC ACVRISE fRECTONS.
Washington Maganne
Marcn ‘36

T+0 other anp-bakiness proaucts may
ineax o Philaaerorva soon. Cne is
B 3 har fimess precerapon. 2na
=as camered 4 cuft fodlowing in New Yorx.
Tonce ana Cxifome,
Philadeiphia Magazine
Moy B6
The mcosacarenae (hvarodned mMicoool:
sdcenande: maieciue s smad enough o
Denegme Into the roiicie. DLt Aol Jrougn
ine roilicve iirung.
Muscle Fitness Magazine

T2 cerson 's rezusng aore
o5

- Ad infermancn comes w0 NUTTCL 25

NG T:€ DESt NETECY IVBTIE TOf Jaif 'T55
- e can exwect NUTRCL = receure »

housenced 4

1 did berore using MUTRICL Vcreover. e
rate of hawr IOSs 1S S00CeACN 1635 Tan
before | started wung NUTRICL | know the
PrOQUCT wones,

David K Brown

Mair inousTy News
Yes. .t C3n STrTu-ate NaT DFrTaT.

Dr. Ncnoas Snuno

Provdence. RU. Journal

Ranv users nave Deen sasTieC ATh the.
resws.
ROBB Report
January 1988

Aith ail Shese DOGUS SdIF GITWTT ZIRTCUC
SRIGS S AQverse NeICICTS. re
£ at wul 2L

sTrrng up a kog of exctemment in e LS.
Park Ciies News
Daas, Texas
Octooer 86

The 200eaf f 3 avuras” prooucs s
200038d [0 2 SWTESC g 1S 4 STCrg
seding pou . A Evrooesn haur ficess
orecarsoon caded SWUTRIOL seerns 0 oe
21ang the lead ... [ SDaE of (LS newcomer
sows. NUTRIOL seerms (o De generaorg
SNmUSIBYT Ners UST 48 1 Nas in Zurope.

Soorty Fitness e
Octover 86

PNUTRIOL remsvenates the SCa0 ... |
“IgOrous N GTCWEN Tor ot men anc
wormen.

Amesican Sajon

For additional informaton contact wour MU SKIN representatve
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AsK your Professional how you cin
- Quaranteed successtul program :
" NUTRICL imoroves uzon slreacy crovan eftacive
Forene by cousling s sirBngin 2IUS acsing £1 Amino
4CICS ang vitamirss.
NUTRICL is the most Sctent hair £are Crocuct i iRne

wortd.
NUTRICL is a natura) crganic £ompouna. Nt a

crug.
NUTRIOL oroviges the supoort of grofessional.

irainec congultants. * Co N

NUTRICL procuces terer. longer (asiing resuits Slde eﬁectS!

0 ¥ 1ontne . - . . o .
aﬁﬂ“?%?c’:’-‘ffssmuc o ’nes;:'m sias- Timeliness is critical to stco

lic Sortas. abricrmal hair loss. Early treatment
NUTRIOL zoes nct recuire a prasciclicn. OF SCec:a saves the follice!
USer Crecauticns.
NUTRICL is neiciur ‘cr sangruff. 2scnasis anc
. secomana.

NUTRICL - 'ne Aticreacie — Natwrar - 2ctent Treat-
ment for thinning rar.

3
3

Trera are nve Nur ;mert 2Cuens “SrueLy

svery-Clrer-cay reair
2!an. Four coxes of NuIncl one Soti'e 1 SRamIcs
anc one catile Ctcsrciucner.

2. ACCELEIRATED PLAN ~For cuicxer resuis. an
2verv-day treatment cian. e
accucatcns cer Sox
cne oette g1 c2na

Maxe vour accoinime! =1
Protessional iccay! iy
' i
Hair Care Professionai representatives are inceoen- 21
cent susmess seocie. Mcs: il grecess your orcer. set 2 g
aconsuiiaton ume ang orovide you with Nutnoi cunng =
your wreatment cencc. Secause of the cemand for :mis _.’_ {
Zrocuc: some CisinCulors Nave fiminea inventory. How- i 4
:::v.m/‘g:g!a;s rlnsa:e your acgontment with conticance 1} Flaase read this cookler carefuily.
Your Hair Care Professional is qualified to heo you  £3 It wiil teit you rcre...
getermine wnetner ofnof you are a viadle CANGKA™8 107 3§ 3 acout hair nealth ang hair (Css.
2 acout the exciting breakthroughs. and
( inree produc:s with scecial cenetration
and nutritionat values.
2 about the history and effectiveness of
natural formuta Nutriol,

1

! 8 acout the imporant role of spec:ally
trained Hair Care Professionais.

l ® acout acctaim from physicians, resaarch
e Nu S . | scientists., hair care industry :eacers and

N Siun incesercent Dismouter many others arourd the woric.
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Acclaim from People who Know
About Nutriol
"An improved version of the
European product Foltenel was intro-
duced to the American marketplace
last November under the name of
Nutriol.”
Health World Magazine
“At the moment, a European (based)
hair fitness preparation called Nutriol
seems to be taking the lead.”
Sports Fitness Magazine
“I have about 23 percent more hair
now than I did before using
NUTRIOL. Moreover, the rate of
hair loss is noticeably less than
before I started using NUTRIOL. I
know the product works.”
David K. Brown
Hair Industry News
“If a person is realizing abnormal
hair loss, and notices the hair
thinning out, NUTRIOL really can
help correct this problem, and in
many cases regenerate growth.”
Lenny Simon
Hair International News
“For the first time there is a
revolutionary new approach to deal-
ing with hair loss that can provide
nutrients directly to the follicle.... All
information points to NUTRIOL as
being the best remedy available for
hair loss....We can expect NUTRIOL
to become a household word over
the next couple of years.”
Health World Magazine
“NUTRIOL rejuvenates the scalp....
Usually, you may experience
healthier, thicker, more vigorous hair
growth for both men and women.”
American Salon
“The tricosaccharide (hydrolized
mucopolysaccharide) molecule is
small enough to penetrate into the

follicle, but not through the follicle
lining.
Muscle Fitness Magazine
“Washington’s heads of state are
apparently joining ranks with New
Yorkers who have already embraced
the new product in the hopes of
having a hair-raising experience.”
Kim Upton
Boston Herald
“Two other anti-baldness products
may sneak into Philadelphia soon.
One is NUTRIOL, a hair fitness pre-
paration, and has garnered a cult
following in New York, Florida, and
California.”
Philadelphia Magazine
“There have been significant
results with no adverse reactions.”
Washington Magazine
“A New product called NUTRIOL
may be coming to the rescue of the
balding brigade.... Word of mouth
has it that NUTRIOL works.”
Trish Clenney Bro...
San Diego Magazine
“With all these bogus hair growth
products and drugs with adverse
reactions, is there any hope for a
product that will actually work? The
answer is yes. NUTRIOL is being
used by both men and women with
some outstanding results being
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reported and is stirring up a lot of
excitement in the U.S.”

Park Cities News

Dallas, Texas

“You probably haven’t heard about

NUTRIOL. But you will.... Who's

telling people it grows hair? The

public, that’s who.”
Dan Dortm..,
New York Magazine

About Your Professional Hair
Care Representative

Hair Care Professional is a name
for the trained professional providing
this information. The special infor-
mation about the newest break-
throughs can make the use of these
special products even more effective.
It is their policy to provide you with
the information you need to choose
the hair care product that is best for
you. Treatment results vary widely,
depending a great deal on your
body’s response. We value your
business. We do not want to lose
you as a customer because your body
did not respond as another’s and,
your results were not as great as you
anticipated. We attempt to place a
desire to serve our customers above
a profit motive.

Professional supervision includes
review of records, evaluation of
progress, introduction to the latest,
most advanced techniques, recom-
mendations for future treatment and
development of a maintenance plan
once maximum restoration has been

established.
Hair Care Professional Means
Qualified People - Quality

Products - Personal Care.

Our confidence is strong that
Nutriol performs as explained in this
brochure....

That cost of treatment is below
other effective follicle treatment
medications....

That important factors change
throughout treatment program and
supervision of a trained, informed
NuSkin professional is important.
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sreaxkinrougns in "‘e \,EVEICCI’\E"" at rew nair care
srocucts that stimulate natural hair growtn

it vas narr ;rcw.n on calients receiving new Z:.ccc
sressure mecic caucrhs thallec o ceveiccmeni 2t iTe

nrst erteciive nair growih crecuct in the Uritec S:ates

he ciscovery :auec arention 10 the effectiveress ot
ECC {ional Srecucts avariac'e :n E£uropean marxe's

Forthe hrstiime n NIsicry, secause of these oiT
arc oufrmgrevec uncerstancing we can now
‘me first ume. stimuiate Nair crowin on the neacs ¢!
men anc women with varving cegrees of ‘ninning nai
anc paicness. Aopncation 0 3 fuil heac ‘eacs o tuiler
neaithier nair !or 2oth men anc women, even wnen !nat
seemec ymcossitle inihe cast.

Exciting Breakthroughs and Products

that Penetrate and Provide Nutrition
Two respecied phamaceutical firms maxe it
2cssicie now. Cnnos Pharmaceutcals of Htay is ine
S_rooean scurce for effectve natural hair restoraticn
orccucss. This intemaneonal organizaon, estatlisnec
as a source of high bicod pressure and heart mecica-
1icns, s commitied o use of tiologicat bharmacautica:
=CrmICuncs (ounc in the cccy. fatner than anies.
232 ‘nat cuoncate CCCv Chemisity are
-gac.lv acceciec =v !he Cogy anc euminate sice eriects
‘ZURC N marv 2rLGS. Chros, estacisnec:n 1947 53
e Cnarmaceuncar fm. s commitment 12 mal
s orecucicn ¢t s comorerensive ars
nair nea.ih Zrccucts.
cie !Cra:ancmarx Jreaxinsg
ve ~alr esioranen ! :
nated polysacchariqges.
~ese SMmas TCieCLies ot water SCiLs.e carcersrates
©Tove SeCLM Siugs. Cenelrale Ine nair "olice 27C
srovice exiemar nOUNSNMmeNt tCr (ne Nair ot Thev 38
tnrougn e fcilicie 1nto the SI0CC stream of
SLTTOUNCING nSSue. That:s wnyilis:centfiegasa
“Zzical corCICRIng 2gent. | atner inan a mec:cail
Inancn with a vasceilaicr the Cancs Sresudts
S NG Sxvgen o he rair’ C.e
1@s: CCS55iDie SUMCUNCINGS "27

Zrzanic corocune

me taif Suic.

The nrst generauon nair 2rcouct marxeteg Sv
Zancs s ‘Foitene. ' it nas ceen CiSIDUIEC 1N Eroce
:or over five vears. Foitene was reieased in the unitec
States n 1987. tirst as @ mail oroer procuc: ana then
ImroUGh relan cepariment SICre outiets. A racent tesi o
‘re Zreaucs N France iIncicates hat 9% Cf ine daric:-
sants expenenced iotai nair regrowtn. §1% nac car:a
regrewin ana 30% snoweg no erfect.

Nutnor s the secong Cnnos hair restcraticn

srocuct 1o emerge in Uhis Country, Tests incicate a
~—ugr greater "escense o Nutnol realment anc -nci-

I3i2 1'sime mosierecive orC
~ar<e!ldcav A IS Zousit 0

zrora

1 Cerelrates cuiaf SKin1avers ang c2rmeates

Al ninety cercent oitheper:t.canls.nats
Si Nuirici exceriencea some decree Cf success 4t
=e crecuct. Nutriolis avaiatie n ine Uniteg Slates
througn NuSwxin, a markeing netwerk ot —er 2°
imeg.

n
~Cmen wno have ccmeleted imconan

£ven greater success has been reported
with Nutriol treatments supervised by trainec
Hair Care Professional representatives.

In tact, 98% of our clients treated under the
supervision of our representatives have
experienced some degree of success.

Lzraten, 3 vascailater. is an FOA acoreves ~gr
Si00d pressure medication deveiopea dy Usicnn 2
maceutical Campary in the United States. Paterts
-gceiving this reatment. it was noted. grew exira "a.
Uoicnh 1solated minoxidil. the megications active
ngrecient, anc iranstormed it into iiquig ferm so it
22uic Se rubbed on the scalp. One third of the Sece
‘NrO volunteered to test minoxidil showeg enouch =
~air :nat it was “wisitie across ihe rcom.” Arctner T
"'ew scme hair anc the calarce mat wrec ‘he se”
cfhair. Because cfiis ~ers Anoxicn S

noton cniy. Anignly recuce
n_:au‘e Tay scen e CISINtu
r 3t cnarmacies. Mincxici $ 2
Pl maizeccuces varang

Zross-Seciion of the Hair Fotlic:e
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‘ zboul Hair Heaith and Hair Loss

The damage is comoatiea by treating the oroclem
Selore the foilicle Lecomes cormant. It invoives ocen-
‘1@ 2 seDuM dlug ang tMSroving bicog circulation
infpugn 8 vasodilator. 3 stimu:ant that artaies Sicc

The root of the brobiéms. afd tha Sohuions to hair
ioss rests in a foilicle, 4 tny pocxet insde the skir,
Onde a folticte is 06ad. it c2nnot be mstorec, A review

f how 8 fotlicia uncsons. as wesi as how it interac:s

wilh its aevarnment. is hioful in understanaing new
TAMY. 20 evak thexr eff

* A foilicle containg and nurtures the only living part of
a hair, fis buid. At any given ime a hair buib may e in
its Anagon Phass, when it acsively (orms new haur its
Cah?n Phase. as it proouces hair at minimal lavers,
or i3 Telogen Phase wnen it has ceasec Jrccuctsn.
in the Tesogen Phase the nair shatt tails out. Each hair
bulb may pass through these pnases a limiea numcer
of imes in s lifa. In fact, *he average hair buib com-
Cietes this three phase cyc'e agorcoamatety once every
live years. In a hearttry system nair falls out at :he rate
of appromatety trurty-five strancs a day.

A foflicie nurtures a hair buib Dy permutting it to
axiract life sustaining nuinents ana oxygen from ina
tloog stream as we as througn the skin. A glanainthe
‘ollice secretes sebum wrich lutncates tne sxin, nair
ana scaw.

A numper of faciors may cisruat *he fiow ¢f S'cee
ana the preauct:on of SecUm ana Gesuoy the nair ~uid.
These inciuce ciet. stress. gisease. herecity anc
Geneucs, environment, Jregnancy. ana excessive
S:eaching, ceionng, cuning, SMNG ang staing. Within
‘he follicre an over or uncer secreton cf secum ts com-
Sinea with the normone Androgen. it forms a ciug at
“Ne sin lever that Licexs ine oxvgen supsty anc
Qeveions a porson which eventuaily klls e tollicte.
The flow of biood %o the scaio may siow as a resuit of
the nawral aging precess thus ceonving the follice of
acaitional oxvgen and vitat nutnents. Over ame the nair
teca thinner, gn untl it fails out.

Untl recenuy, ittie csuid be cone [0 reverse the
drocess. Now effecave treatment that penetrates the
toilicies is availatie to neio mifions of ceoowe witn
SCaUD disorgery. thinning or camagea hair. Use on a fuii
heaad of hair leags 10 longer. thicker. ‘uller harr. even
wnen that has deen ima0ssioie in the oast.

Otner avaslacie precucts are masny nair and scalo
Cleansers that have caned marxetmg success. These
‘NCUCe PoDUIAr Drogucts such as The Heisinki For-
muid. Nexus. Vivagen. Foraver Shamooo. Nutrziexx
anc Flowmn. These orogucts have nad some suc-
cesses. but long term resuits are yet 1o oe seen.

Tne tolowing 15 a com3araive an aesigies
t0 N0 you review tne enents of themwee proven
eltective natura narr Grown prooucts avaulaole on the
marxet tccay.

MINOXCDIL
NUTRIOL EQLTENE BCSANC
DUTROL . ourene  Scsawc
Mo N - vy

Pemary g
Vasocuator

N Vo 38%
€x30n000 10
B8 wan or0- i
fessona .
e  00% % Up 10 50
 $1000ng Raw
css
Doesncam:  Absonaew Same a3 Yes .fhaaitm
ace nearty lsoenenciai o Nuton haw s ireatec
Resstty nax? o hax.. oo~ rasaienc.
moses ik encvia
ana tesny Secome onitn
NI Srean ot
Pacxaging Tersive plascc Ten vais per
DOctes win bau. Incudes
unue rupter glove:
SRnGar-aczon 0 avod narr
WTOVAL® €39 Fowin ca
faras
Azoncaton Tescan ‘decicaror
extemnasy enlerany
3ce s8c0
0 5800
cerverr
Tranig ano Cimoete
Etor 2aCK-up A oF A Zacse!
G ang
ecucabons
srogram ror
Zsnoutory
Sws con-
wca
NIOMI00N
Sce enecis Norre. e B angn ~as geer
$ame as ‘tve vears ot “rown 1o art
Foene Jse. "aS never 100G cress:
a0 & awsut
Sue W e
erec
WARNas mou  Gracua i Sameas mmeg:aten
1 vou 560 0 same naw reGrown rai
usng proouct?  cansdy as Wt T e
%N acang

AS you can see. there are many 0ecISIONS i0 maxe
choosing a restorative narr proauct thats nGnt 1er you
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As you age, you most likely find that your hair is growing thinner, your nails lack
luster and healthy growth, and your eyelashes are deprived of nutrition. Yes, your
natural beauty fades, all caused basically by undernourshiment.
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The Nu Skin Theory

From the time of Ponce DeLeon and his quest for the Fountain of Youth right
up until today, man has searched for the means to preserve his youth -- even to turn
back the hands of time.

In the last few years there have been several important scientifc breakthroughs
in the field of anti-aging. However, until recently these anti-aging “miracles” were
avaiable only to a wealthy few. Now expensive European formulas for hair fitness
and skin cell rejuvenation are available from NuSkin at affordable prices.

In 1983, Nu Skin consulted with numberous chemists and manufacturers to
investigate the possibility of forumlating a skin and hair care product line that
would meet their uncompromising standards. They were quickly informed that
such an innovation would be contrary to current industry practices of emphasizing
a single, beneficial ingredient, and proclaiming its value in large letters on the
product labels.

Even the finest products, stressed the manufacturers, included no more than
two or three beneficial ingredients. The NuSkin theory of including all of the
available healthful substances while exluding the harmful elements was considered
revolutionary.

NuSkin would not compromise. They knew they could manufacture the
ultimate line of skin and hair care products. They realized consumers today are
informed individuals who are concerned about the possible effects of chemicals and
other ingredients in the products they use. NuSkin understood that this trend
translated to a consumer demand for pure, wholesome, high-quality products. And
so, they continued to persue their original goal.

Because the Nu Skin philosphy was so innovative and original, they chose to
promote and distribute their products through network marketing.
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They felt this marketing method would be the most successful way to inform
customers of the unique NuSkin concept, and to assure the proper training of a
superior sales force. The founders of NuSkin who possessed previous network
marketing experience also felt this marketing method was the most efficient way
1o get their quality product into the hands of the public.

Summary ---

NuSkin is totally commited to producing the finest nutrition, skin and hair care
products in the world. This is done by utilizing only proven beneficial ingredients,
regardless of cost, and by eliminating any damaging substances. As a result,
NuSkin has an unmatched line of personal care products.

As yet there is no way to
reverse the aging process---
but Nu Skin has taken a
giant step in that direction.

By regularly using Nu Skin
products you too will be
able to participate in the Nu
Skin “Secret of Youth.”

In just one year, NuSkin
grew into a multi-million
dollar business. Today, Nu
Skin continues to grow and
expand with limitless career
opportunities.

2
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When you look at yourself in the

mirror do you notice that your hair is

thinning or that it is damaged and

lifeless? Have you given up hope that

you can change this situation? Until
recently there wasn’t much you would do. But now with the introduction of
NUTRIOL, you have an opportunity to dramatically improve the condition and
appearance of your hair.

NUTRIOL’s history goes back to Europe, where in 1981 an Italian
pharmaceutical company introduced a powerful hair fitness product. It quickly
became a sensation across the entire continent, selling 1.2 million boxes in France
alone. Not only was this product popular, but it worked! Clinical trials performed
by a number of leading European dermatologists confirmed what people were
seeing in their mirrors. As a result of those trials, the French Ministry of Health
authorized the following claim for the product: “Treatment for the loss of hair,
stimulates and aids the regrowth of hair.”

Through exhaustive research, Nu Skin determined that this Eurpoean hair
fitness preparation had a definite place in their ‘Secret of Youth’ concept.
However, Nu Skin was not satisfied to merely reintroduce the European
formulation to the United States. Instead they teamed up with researchers to
“upgrade” the European formula to their uncompromising standards. The result
was NUTRIOL -- a vastly improved and more potent version of its European
counterpart -~ containing twice the amount of polysaccharides, which are the active
ingredients identified as the major factor in hair growth. Nu Skin also improved the
European formula with the addition of 51 amino acids, vitamins and nutrients
specially packaged to be activated immediately prior to application to the scalp.
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This insures the highest possible level of potency.

Permeable Polysaccharide. One of the most exciting breakthroughs in hair
and nail care is the production of permeable polysaccharides. These biological
extracts are capable of stimulating the keratin synthesizing cells found in hair
follicles and the base of fingernails. These cells are responsible for creating hair
and nails. In their natural form, polysaccharides are too large to penetrate to these
matrix cells. Only recently has a process been discovered in Europe to purify and
fractionate polysaccharide molecules so that they may be absorbed. Nu Skin is the
first to bring this important breakthrough to America. It is the presence of this
active ingredient that makes Nu Skin’s NUTRIOL so effective.

WHAT CAUSES THINNING HAIR?

There are many factors that contribute to hair loss. By examining the different
reasons for excessive hair loss and damage, you can understand why NUTRIOL
may dramatically improve your hair and scalp condition.

Inside the follicle is a sebaceous gland that secretes sebum into the hair and
scalp. An under and over secretion of sebum and a misfunctioning microcirculation
can cause dandruff, seborrhea, sebum plugs that kill the hair bulb, itchy scalp and
psoriasis.

For some as yet unkown reason, the male hormone androgen -- found in both
men and women -- has a blocking effect on circulation resulting in a reduction of
nutrients reaching the hair root or papilla. Due to this, the size of the papilla
become smaller, thus hair becomes thinner (adult hair changes to thin hair and then
to “peach fuzz”) until the follicle becomes non-functional yielding a dormant
papilla void of hair.

DOES NUTRIOL WORK? READ ON...
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History of a Legend

After World War II, a man by the name of Dr. Faro in Italy had a simple
concept regarding biological research because most diseases or abnormatilites were
caused by the misfunction of the individual biological system. He then reasoned,
that if one could administer biological compounds similar to those required under
normal conditions, one should be able to restore that individual system to it’s
natural condition. So, in 1947, Dr. Faro established a company called Crinos, in
order to research into the identification, extraction, and purifcation of biologically
active principles. Since 1947, Crinos has become an internationally recognized
leader in its’ field. It’s net sales have reached over $60,000,000.00 in 1985.

The original research carried out by Crinos has resulted in the development of
various drugs that are effective and safe in the treatment of Arteriosclerosis,
Thrombosis, and Ulcers among others. One of the active ingredients in the Arterio-
sclerotic drug is called Natural Polysaccharides. It has been taken orally in Europe
since 1950. It is a scientific fact that there is a large amount of mucoPolysaccharide
activity around the hair bulb during the growth or Anagen Phase of hair. The
Natural Polysaccharide molecules that were used in the Arteriosclerotic drugs were
found to stimulate hair growth in test animals. They were also small enough to
penetrate through the hair follicle and reach the papilla region of the hair, thus
promoting nourishment for the pailla. Actual penetration to the Natural Polysac-
charide molecules were demonstrated through Histofluorestein studies.

About 10 years ago, Crinos decided to develop a line of cosmetics based on
their biological technologies. NUTRIOL’s little brother Foltene was launched in
Europe in 1981 using Natural Polysaccharides as its’ active ingredient.
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By 1982, it had won the award for the best new product introduction in Europe. It
quickly became the number 1 product in its’ category in all the introduced European
countries. 1.2 Million boxes of product were sold in 1983 in France, with a 65%
reorder rate demonstrating a high degree of consumer satisfaction. Clinical trials
performed by a number of leading European dermatologists confirmed the efficacy
of the product. In consequence the French Ministry of Health authorized the fol-
lowing claim for the product: ‘

« .. Treatment for the loss of hair, stilmulates and aids the regrowth of hair.”

Nu Skin International, Inc., has the exlcusive contract to market “NUTRIOL”
in the U.S.

A patent was issued to Crinos Industria, Italy on November 4, 1986. This
patent is #1213522 - a Canadian patent.:

“It has now been suprisingly found that the combination of these substances
with the previously considered compounds and which are the subject of the present
invention, gives place to a composition which does not only act simultaneously on
both causes leading [unhealthy hair] but does also show an unexpectedly greater
activity with respect to that aforeseeable from the sole sum of the single compo-
nents.”

“The composition powder is prepared by operating in an environment having
moisture less than 40%; all the components are weighed in the order and the re-
sulting mixture is charged in a ball wherein it is finely ground. The resulting
powder is stored being sheltered from the moisture.”

NUTRIOL is an advanced formula, and contains 51 amino acids and vitamins
as well as twice the amount of polysaccharides.

6
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Scientific & Clinical Studies

NOTE: Nutriol is a vastly improved version of the original European
counterpart called "Foltene"

Trichosaccharides - Origin of Discovery

Trichosaccharides - (Hydrolized Mucopolysaccharides), represent one of Crinos
Pharmaceutical's first discoveries. It was originally used and is still therapeutically
valid in the treatment of arteriosclerotic diseases.

Trichosaccharides - Definition
Tissular, Polyanionic Glycopeptidic Complex.

Extraction.
Trichosaccharides are extracts of biological origin, obtained from mammaliam
conjunctive tissue.

Chemical Structure.

Chemically, it consists of natural sulfomucopolysaccharide (Heparin, Heparitin-
Sulphate, Dermatan Sulphate, Condroitin-Sulphate, ABC, Hyalutonic Acid, and
Nucleotidic Polymers in combination with Glycopeptidic chains).

Trichosaccharides and the Hair.

The correlation between tissue mucopolysaccharides (AMPS) with the hair growth
cycle is now well known. Qualified studies have been performed on this matter.
The considerable quantitative fluctuations of mucopolysaccharides in the skin
apparently relate to the stages of the hair growth cycle. All fractions of
mucopolysaccharides behave similarly: high on days of new formation (Anagen
Phase), they drop

7
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See Testimonial on Page 29

FRED CAPPS FRED CAPPS
BEFORE AFTER

If vou have anv guestions about NUTRIOL. or would hke
more INIOMMAtion apout hOw vou ¢an take agvantage Of tnis
once 1n 3 litetime opportunity, contact vour independent Nt
SKin Uistriputor.

-
Pty
RN

i
|
3
i
|
|

Your Independent Nu Skin Distriputor
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Simon Sez...

. By Lenny Simon, Hair Inrenoﬁonol, PA

As | have stressed before, in
the many articles | have written
over the years for Hair Interna-
tional, we, the barbers and
peauticians, are both artists
and business peodle.

As artists we have gained
tne respect and admirction of
2l who come in contact with
us for our abilities to fransform
C persen’s appegrance from
snabby to sharp. As business
oeopie, there are many of us
trhat have been very succassful
rerailers, whether it be products
for peqguty or for tne nair, or I
many cases, hairrenlacement,
wnich offers us < realy nice
orofit

Sarsonally, | om involved in
CithCt hove just mentioned.
~oweve!, | am always I00KiNg

forsomerning new. Wnat i nove
found. fomnow going toshare
wtn ail of you and nonestly
noDe you will see the possibil-
+as for you to obtain ¢ nice
~come, with o minimal
cmount of effort. | introduced
msidea to our National Office
several months ago, and | be-
weve that inthe near future, we
wiltbe involved N this progrem.

45 you Qre oware, every ime
vZy pick up ¢ Magazine or o
~2wspaper, sometning ismen-
“:onec about our new wonder
crugs 10 stoo halr loss and
oromgote new growtn, or N

e

May '86

' June ‘86

Nome

some cases outrageous claims
are made about total regrowtn
of hair on completely baic
men and women. Well, wher
hear total regrowth, cnd out-
rageous claims, | for one dc
not put much stock In these
claims.

lom a distributor. clong with
a partner Mr. Fred Carrarg, for
a nationally known iine of
men’shairpieces, and we have
a couple of hundrec deaiers
for these hairpieces that we
work with

if you are involved inthe ~a-
replacement business. vou
have heard more then ¢ fev.
times, o customer queston'ng
vou about the so-caliec wer-
der crugs for nair regrovs™
and if vou're like me, you i 72
pe truthful with the customer,
and tell him there is Nno such
thing as pie in the sky. Well, th:s
is what | used to tell them
There has been a major break-
through in a product that dras-
tically reduces hair loss, and
inmany cases, actually regen-
erates new growth and thick-
ens a person's natural head
of hair. This product, known as
Nutriol, comes out of Comg.
Italy, from a large drug com-
pany known as Crincs which
has dollar sales in excess of 90
million dollars. Crinos has some
12 clinical studies since 727
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involving scme 500 men and
women with a success rate of
75% of all tested greatly re-
cuced their hair loss, all but
eliminated candruff and psoria-
sis problems, had substantiai
nair regrowth ¢nc enjoy a
neaithy neac of beauriful harr.
it all sounds toc gocd to ce
‘rue, ccesn't 1?7 Well, | cerson-
Cily thougnt he scme thing
w~vnen!first necrc coout Mutnor,
fhougnt, "=ere we go cgein,
cnotner sncke ol but beng
Saventurous. | geve it g try. |
‘cllowec the cirections. using
‘he procucr every other cay,
massaging it intc my baicing
‘ront. anc teven nac my pcn-
ner fred, ‘cke ¢ sneo snot of
Ty hecc cefore starting the
crogrem CAeli, oy the enc of
‘ne 3rc menth, | reqiizec that
My nCir felt *hicker. and more
mcncgeable | ciso noticed
‘hat the excessive hair ioss
came tcasiang stillanc when
cmbec my nCy. i was apie
‘O obtain ¢ cosmetncally ac-
ceptcble style withcut my front
coking sc thin "his plecsec
me grectly, s¢ cfter tne 3C
ZCys. | 'ock another cicture cf
Ty neca. After having the pic-
‘ures develoced, ! cimest feli
averwrer ireclizec that wner
"ACUGNT wCs SNCKE Cii, wCs for

real—I actuaily grew hair—
not fuzz, but real hair, thet |
could comb and have cut. . .
What a nice feelings for a guy
that thought he was geing to
need Q hairpiece in g very
short time.

The Nutricl concept works
cn Multi-Level Marketing. In
cther worcs #f ycu were to get
nvolvec Cuying The procuct.
cnd knew severc! other car-
sers or becutic:cns thet went-
ec the procuct, cll you co 15
sign up these orofessionals.
onC you get % of everything
they curchase —so ler’s sy you
were ¢ sigr ur £ peopie, and
thev talkec to frends cnd
signec up scme cnc so on. Do
you rechze the kinc of money
yOuU CoulC mcke just on their
SUICNCses—Not 1o mention the
orofit you could make by retail-
ing the procuct in your saion.
Here it is, we in the hair business
finclly have a orocuct thatisa
nctural for us. anc we can
make Q reci buck wnile nelp-
iNg our customers cchieve ¢
nice heca of heaithy rair

‘hope this aricle generctes
your interest n Nutriol. i
wouizn't steer vou wrong. My
partner anc | ~cve cbout 50
carbers anc becutic:ans inthe
Phiicdelcnia, Scutn jersey crec
now nveivec with thisprecuct,
onC *C CCte we nCve RCe Ne

negative response.

There is one thing you ~cve
to realize right up front. if ¢
person is skin bcic, anc ncs
been that way for yecrs, the
pcrty's over. Nothing is going
to grow hair for this cten:
However, if coerscnisrecizing
concrmcel hairloss, cnd netices
the harr thinning cut. Nutre
regllyccnneiccenect ihs e
&M, GNC !N MCNy CISEs €2
ercte growth.

Never try tc cor wour cus-
tomer. Let nim ¢r ner «<nce
ngnt up front thct Nt c.
designec ic te ¢ ~cwr fitres
program. but rhe results ne ¢
sne maycbrainccrce e
unbelievcole. Gecoc .wex

—~
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NUTRIOL

News All Across America

Wasnington s neaas of state are apparenuv
L0UNG raNKs with “ew Yorxers wno nave
aiready empracec Ne new Croguct in ne
nopes of having a nair-raising expenence
Kim Upton
Boston Herald. Apn! '86

There are some oig-rame pout:c:ans anc

iobbwists using tms There rave been sigr:

fAcant resuits with nc acverse reacoens
Washington Magazine
March ‘86

Twe Other ant Saigness SroCuUCs may

sneax 'nto Phiade'oma scon Cne s

NUTRIOL a nair

5as gamerec a cui! 1o

Flonaa ana Canforrua
Philadelphia Magazine
May 86

The tncosaccrance «mdroiized mMucepon
saccnange - merecwe s smail enough o

Dpeneuate Lo Lhe 10iiCIe. DU NGT NFOUGH
the foilicie i

Muscle Fitness Magazine

7 a person 1s reaiwng apnormar hair loss
and notces the hair tinning out. NUTRIOL
reaify €an help corect this propiem. anc in
many cases regenerate growtn

Lenny Simon

Hair international News

“2r the first ome there .s a revoiutonary
“ew approach to geaung with N ioss that
23n provige nutnents airectly to the foliicie
A/l information points to NUTRICL as
2eing the best remec avaiabie for hair icss
Wwe can expect NUTRIOL i beccme a
nousenoid word over the nexi coupie of
.ears
Heaith World Magazine
Winter 86-87 Edition

rave about 20 percent more hair now than
g before using NUTRIOL. Moreover. the
rate of hair 10ss 1s nouceably ress than
nefore 1 started using NUTRIOL | know the
£rOguCT wOrks
David K. Brown
Hair Industry News

Yes. it can samuidte har regrowth

Dr. Nicholas Bruno
Providence. R, Joumal

Manv users Nave been sapsiiec with the
resuits
ROBB Repon
January 1988

With all these bogus hair growth proGucs
and drugs with agverse reacuons. is there
any hope for a product that will actualh:
work? The answer is yes. NUTRIOL :s oeng
used by both men and women with scrme
outstanding resufts being reportec anc is
sumng up a lot of excitement in the U.5

Park Cities News

Dallas. Texas

October 86

The appeai of a natural’ proguct as
opposed to a synthenc drug is a stong
seiling point ... A European harr fitness
preparavon calied NUTRIOL seems to o2
3lang the lead ... in spite of its newcomer
status. NUTRIOL seems to be generacrc
enthusiasm nere just as it has :n Eurcpe
Sports Fitness Magazine
October ‘86

NUTRIOL rejuvenates the scaip .. Usuaitv
+OU Mav expenence heaithier. LhiCKer. More
VIgorous Nair growth for both men ana
wormen

Amenican Salon

Sor acdibonas :nformaton sonact your NU SKIN representauve

ik

e L
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Complaint

EXHIBITH

from cutrate hargmacssiant .
where ductors mav be relatvels inex-
perienced Look for a surgeon or Jder
matologist ssociated »ith the Amen-
can Sacieny 2f Dermalumic Surgery

People have 2e 2 for baid

ness Cures since me immemuna The
latest bottfed femedy s Upionns
miruxidit. which the pharmacevncal
Riant markets under the name Rogane.
The difference between minoxidils
Rogaine and all 1ts predecessors is that
Upiohn's drug seems to realls work

Minoxudil began as blood pressure
medicine. (Its prescrpuon blood pres-
sute version is called Lomten) It
seemed to grow hair 2y a side effect
{1f you have normat biood pressure and
san aking minox:idil. will it lawer
vour blood pressure t0 dangerous lev-
els? Almost certainly not Upiohn tned
1on 2,300 volunteers looking for just
this effect. and no one had any senous
probiems.

Used as 2 haie restares. minoxidil 15
spphed © the soalp every dav o seems
1o 3¢t by restonng bloed circulanon o
atfected follictes The amount used 1
mirute. wmich s 3hy sndv the piil-orm
f aur plovd pressure

Do nevers vases N but
ERE e Hox manv® About
ouf i 1005 Uprohns, 397 This mav

fe An IpumMiste figure, because he
[ pohin stuay 2xcivded men over 4
and men whe dere oy DAd o
ke 1 11 The Jrug seems 1o work
Deiter 1 vOU fe vaunger il vou re nut
uang haie o quickly. and i vou
anent acen malding ong In other
worgs the fess vou need it the berter
i work
Nevertheless. 3 447 chance at same
IMProvement 1y PramISIng enOURN F3F
many people Uponn now sells minox
Wil 25 3 DA-eesStorer in 44 (ounines
in the US. anaimpressive "2% ot der
MItOIORISTS prescnbe the arug for hair
loss You ve read about minoxidil-
Rogaine before 1n MUMCLE & FITNESS
and vou Nl be nearing lots more about
it as it estabhshes its niche in the US
marker What se can safelv sav about
1t 15 that there probablv:s a drugin out
future that il ‘cure  balaness. ane
that minoxidil-Ragaine s the first ef
fectuve step
{ts hard 10 have neam nair Sith-

Hut gOod nutnuon Several vears agO
Nutritipn Reporis [nternationai
reported on Jn expenment on gelatn
26 4 nair heatth ud When subiects sup-
pigmented their diets »ith 1+ g Of plain
gelnn 1 dav che dumeter of ha
strands increased 307 in twa months
Thicker individual steands are Cons:-
Jeted 1@ carrv improved mechamcal
pruperties . When the subtects stopped
eanng wclann stang dameter shrank

PUCK 1 Nrmy 0 I moaths
Nutnol 15 2 big-ume hair-growin
productin Europe. where it's marketed
as Foltene How big” It outsells every
verthe Counier PIEparon exc
Tviznol and bspirin over there In s
couniry. independent distributors seil
itas a "nawral.” drug-free product To
avoid FDA acnion. distributors can't
refer (0 1ts hair-restonag properues. in-
stead it’s catled 2 "haue fitness prepara-
tion.” But Nutriol has been in the news
plenty, and everyone knows that in Eu
fope. people think it grows hair.
Nutriol 15 a literal hair tonic that at-
tempts to restore nutnents and growth
factors o dormant hair foilicles. It 1>
n fact 2 natural product. con@inng
amino acids. vizmins, sodium panto:
thenate. nawral vasodilators and com-
plex argaruc substances extracted from
animal ussues. The product’s 'secret
is us paented process for extracung
elements that viesd molecules smail
enough 10 impart these nutfients instde
the hair follicle
Does it work? Europeans and Nutri
ai’s US distnibutors sav it does. I dor
mant oilicles are vour problem. there
seems 10 be nu rezson why it woulan
work Dead folicles. of course. Jre tus:
dead ln anv C1se. IHe ST Costs 1ess
than MINoXIUY O 2 IraNsPIaNt — Jh Gl
SO0 OF tess a vear And it sells ke hoy
¢akes in Europe
In his baok. Friness Torongs Pleas:
are. Porter Shimer. editor of Tie £
eculiee Fiiness Neg siviter pro-pioses s
hair Cromd T oKLt Anvane mignt
think ahout drinking on 3 daih "o
WIth trest ffuitwice 0 3 diender s
up the wllowing

Cup pIn vorur
banana

Jup berries

Thsp wheut perm

Thap brewe: s veast
Thsp lecihin granuies
3p Viamin C drvsuals
nw egg voik

Tbsp unflavored gelaun
powder

1

Finally. get voursell 1 good hairdress
et He can make w'hat har vou ve 2ol
ook beautiful Peopie who make the
hving making vou beauniful can
vOu 4301 IDOUL VoUr RAir For exam
they Know that (MmN $1ORs <0
tng from travehing up the shatt of hae
Thev can 3dvise Vou JEANSL using Jn-
dinoners more than oace 3 feek and
nair ods aot a6 3k 1nd that the best Bas
brush drsties come from boars =

1

Urrmed apiul rair ans? 've Seider recammemLs
L Lev Bosin MO For guestnngora o
“angl oML A ANLICE tov 300
raup $4eT dramer
Hereriy Mo
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EXHIBITJ

b.  Referral: Use canter of influezce ist 25 above and if they buy the preducs ask for
areferral. [fthey don’t buv the sreduct ask for a refestai also. Aiways ask for a
referral. and thea get referrals from referrals.

Example: After the sale.

(Script)
You: I'd like to thank vou or becoming 1 customer of mine. Jiil, [ know vou'll simply
love this skin care line. [ rzally appreciate vour help in getting my business started. I'm
sure vou know some {rieads who could also benefit from a great product like this. can

vou give me 5 or 4 names of friends or associates that I can show the line to.

Example: No Sale

(Seript)
You: Ges Ann, [ can-understand how skin care is not that important to vou. but [ am
sure vou know some {riends or business associates who are thinning or who it rezily
bothers. [ am really commicted to make mv business a succass and ['d appreziate vou
aeip in getting it off the ground. Can vou zve me the aames of 3 or 4 zeopiz vou know
who are thinning or daiding?

Thanxs. [ reaily 2ppreciate i

cmroriabie about aprroac
rererral. You are actually proscecting ine

¢ Third party referral: If vou arz us g retai

cusicmers dirsctiv, or use third zas

ov asking for rafarrais.

t]

Seript)
You: Janet, Hi. How have vou beea? (smaii taik) Janet. guess wnat? | fuststarizz oz
aew j0b with a marketing company arc cne of their producss is a dvnamic skin care line
(er dair product. or autritional line, or sudiiminal tape line). It’s the most expensivelv
manufactured skin care in existeacs in the worid. and priced at less than Lancomb or
Clinique. Toziz conesusgical e U it aconallv remove wrinkles berter than Ratin.2
It’s exciting. [ wanted to ask you a favor. Can you qive me just iour names of {riencs or
dustness associates [ couid show the fin= 0. someone who would like to lock 3
vounger.

Janet: That sounds great. | couid use a product like that.

You: You could? Great! Let's set an appointment and I'll give vou a pon-surgiczi face
4jt demo. (Set appointment) While I 2ave vou on the phone. give the names of :ne

{our iriends that [ can show this to aiso. /Cail the referrals and use the same t2chnicus
{or obtaining more referrais.}

d.  Video puss nut: This can be use< i7 ~ou are uncomfortable with appreaching
peopie cireatlv. Use +ideos to sift or ievei of interest in the product
(1) Skin care: Use “Opportunity of a Lifetime” vide®. (Avaiiable from Nu Sxin»
(i) Subliminai Tapes: Use "Sutliminai Expianation Tape" audio cassette.
(Availabie from Nu Skin}

Seme You: Janer Hi! How are vou doing? EXH|B|T

Janet: Great, whar have vou been up to? J

You: Well I've been pretty busy. I just get involved with a ccmpany that markets some
prett dvnamic products. Matter of facz when [ saw one of them [ thought of you. It's a
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EXHIBIT L - VIDEO CASSETTE
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EXHIBIT N

“TCAN'T BELIEVE THE LIFT MY DAUGHTER RAS GIVEN ME™

#hen my gaugnter wanieg 1o give me a NySkin face-ift. I cnucxied :.us!
xnew sre was kicging nersei! « sne 1nougnt there was hope for my wen-
earneg wrinkles cf 84 years

L.tle a0 ! reahze that my skin neot only l100ks and feeis better, but i am
Secoming a ceigbrity. meenrg so Mmany new and exciting peocie. Imagine
‘eenng nxe a mooer at my age.

g0 nave one srovier (Mougn. Louise keeps pulling me off about acing
i~e other si0e. Neealess 10 say «I's nard 10 keep my best side forward aii tre
nmet

'am ext:led Inat there 1s @ proguc: ke NuSkin available which worss 50
Sramalicady. giving nope 10 a wrinkled skin problem that f thougni ncperess
. 20N fexpect 1o 0ok 20 years oiC. DUt fike I0CKING &S young as 1 feerarc

; . P matsnoi 34 years olage My husband wno s neariy 92 years of a egivesme
er lndepenaem NUSkm D[SUIDUNF an accec oucn—a -usgs on my NuSkin cheex eveF/caC' e g g. ~
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EXHIBITO

A RECOVERY UKEXPLAINED 8Y DOCTORS
by LOU XAPP of KILWAUKEZ,¥ISCINSIX

(414)462-2128

On July 8, 1988 I received second and third degrae
burns to ay legs. Oaclors told we that I wouid be
bedridden for 6-8 months, not able to wark or &njoy

the rest of tha susmer becsuse of the heat af the

sun. They alse said that [ would nesd skin gratting

on ay right leg from tha-knes down, and that ay

upper left leg would ba scared. This was very
davastating to se. .

¥hat voy see in the picturss is the debriding of the
dead skin done by the nurses. ODoctors told me that
without the skin grafiing sy leg would be disfiqursd,
tight and scared in coler and that [ would a0t have

full sovesent near sy ankles decause the skina aculd
grow Sack tight. At the tise, the grafiing seeaed 12
be the only answer- until I was intrcduced o AU SKIN
INTERAKATIONAL and their prsducts.

0n July 23, 1988 [ was inviisd 30 1 sesinar, so i rantad
q wheslchair and attended. They talked abeut a produc:
2alleg CSLUTREX wada wild AVIAW COLLIZAN, [ was given
3 sasple and started to use it. This sroduct had been
rested on burns victiss with success in healing tissue

1 started to ysa the CSLLTREY on a saall arsa of ay
upper rignt leg, and in three days [ noticed what
looked like litile bubbles of skia forming 2n ay leg.

1 was o go see tha ¢ocior on Monday decauss ihey ha<
sy surqery schaduled far Tuesday. Nhan [ saw the
doctor he sxaminad sy lag and said thers Jlooked to be
skin growing “and your leg azy not nead grafiing, o
we'll sostacns the surgery until naxt Tussday, so we
can watch and sae what happany to the rast of the lag,
Yoy will nesd grafting, but aot as such as we !irst
thought.” [ started to uss the CELLTREX ‘urihar zown
ay leg now ind tha saws thing began to hapden. They
posiponed all thres surqeriss decauss all of the sxin
case back in less than 9% days

My skin feels norsal in izxturs and whers they told we
1'4 never have hair oa ay lag, [ have hair. My skin is
already ‘urniag back 9 it's noraal color in some areas,
18 vou c3n ses in the oiciures,

Toan thrilied with the rasyils frow SSULTREX angoihe
other procucts. [ Aava usec the RaFCA ACISTUAT WIS,
and wnen the sxin was ail 3acx, [ useq e REJUVENATIAS
TREAN ang the CNHANCER.

ise
thev ira just as asarec 169 2 haddy 3s i 3w

Thyavy tn WU ULV seszusnel DTpoud ang runMITILL L.
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EXHIBIT P

IAUSSILY PIPI0IAY 200§ T

0S18-v9v (91 8)
MON ¥
CIEL O PIIN 9M

2rour a0 puow 8 0no‘gIg
Jutuwivd jou a1 nok i

unjoy e jsed
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EXHIBIT Q

2¥3M273: SCRIPT FOR YOUR "WANT AD'S" ANSWERING MACIINZ

YCUR MATN
ATACTTCN MAY 3E CNE CF SKEPTICISM. L1IT ME ASSURE YCU I HAVE BETTER THINGS

(PP

+0 0O WITH MY TIME AND MCNEY THAN TO MESS ARCUND WITH PHONZY ADVERTISING

AND MISPLACID HIMCR.

3TFCRE I CONTINUE, THIS MESSAGE IS FOR THCSE WHO ARE NOT HAPPY WITH THIIR
TANDARD CF LIVING SO IF YOUR ARE MAKING INCUGH MCNEY AND EAVE THE TIME TC
INSTY IT, CR IF YCU NEIZ A JSCB THEN I SUGGEIST YOU HANG U2 NCW.

3T I TUT THCUGHT CF 2EING TCTALLY AND ABSCLUTELY FINANCIALLY FREZ WITHIN

§-24 MCNTHS PUSHES ANY BUTTONS, PLIASI KZIP LISTENING 3ECAUSE WHAT YCU ARZ
ABCUT TO HZAR IS ABSCLUTILY TRUZ.

IIST YCU WCRRY THIS IS NCT AMWAY, HERZAL LITE, MARY KAY, WATER UNITS R ANY

TR SATURATED PROGRAM. WEAT THIS I3, IS A MCTHER ICCE COF WEAT FINANCIAD
IXPERTS MATICNWISE ARE CATIING TEE GRTATIST CPPCRTUNITY IN THE 1AST P
YIARS.

I OION'T KICW IT YCU HAVE WEAT IT TAXES TC ZARN 10,000 JCLIARS A MONTH LT
IT YCU QUALITY, I WILIL RECRUIT AND TRAIN YCU TCR WHAT PRCFISSICNALS Al
-’.'.‘;.’?. TINEST NETWCRXING MARMITING PRCGRAM AVAILABLE TCDAY.

e

THEERT IS CNE CATCH. THAT IS YCU MUST MEIT WiTH ME FCR CONE 2CUR TCR A NC
FPRISSUAE, NO HYPE, FACT FINDING INTERVIIW. OURING TEAT CNE ECUR W WIll
CI5CUSS THUZ CPPCRTUNITY. FCLKS THIS IS FCR REAL. YOU MAY THINK THIS 15 A
JTXKT. SADLY SPEAKCNG FCIKS TEE STKE IS CN TECSE WEO WILLINGLY GIVE U7 4
YEARS CF TEEIR LIVES BUILDING SCMECNE EIISE'S WEALTH.

)

TIRST STEP OUT CF THE RAT RACT IS LTAVE YCUR NAME AND NUMBER SO I C&t
CiAIT YCU BACX. L1ET'S FIND CUT IF YCU CAN 3Z AND WILL BE ONE CF TREE 71387
8 PEICPLE I WIIo EETP GZT TARNING WEZo CVER §100,000 IN THE NEXT 12-24
MCNTHS, IF YCU HAVE THE COURAGE TC LEAVE YCUR NAME AND PECNE NUMBER AND
PLACT YCURSELF IN A WIN/WIN SITUATICN, IT WIll MAKE YCU RICH. IHANK ¥CU
TIR CAZIING, PLIASE LIAVE YIUR MESSAGE AT THE SCUIND CF THE TONE.
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EXHIBITR

LFTIS OSMALL TALK: FLCLRLML (FAMILY, CCCUPATICON, RETREATICON, MCNEY)

"W NCRXING WITH A SUL3INESS CCONCZFPT THRAT I3 SWEZPING THE CCULNTRY.

£ RAVE ALREADY SET UP BUSINE3SSES IN C-ICAGC, MILWAUKEEZ,

SMMEAFCLIS, CALIFCANIA, AND HAWAZIZI (ceieta your area if 1t 1s cne

s =nesa). BASED CN wHAT IS HAFPENING THERE, ThE PEOPLE THAT MWZ >
TART WCRKING WITH LCCALLY WILL ZAAN IMN ZXCZ35 CF $60,000-3233420Q0
£I8ST YEAR WITHCUT JECPARDIZING THEIR PRESENT INCOME. I

'—:?; 5
SCXING FOR 5 KEY PECPLE, I CON'T KNCW IF YCU'RE ONE OF THEM. 8UT

TTILCUSHT OF YCU FIRST. CCES THI3 SCUND LIKE SCMETHING YCU'D LIKE
-2 SZAR MCRE ABCUT?

1ih v L 2 v

/2. may =a acle 2 sisS her2 anc just et a Firm ccmmitment o sat
“zce or you Tay reed T2 3°"ve Irem 3cme more informaticn. b
-~ev neec mcre nfsrmation, 00 NCT ZEVIATE FACM THIS SCRIPT::!!
Zamamzar, CREATE CUOICZSITY, CO NCT SATISFYIUUL

EY HWAVE A PRCCUCT CALLEZ
IN AFERCVED 3Y THE FDA.
LLARS CN THWIS FRCCUCT
TICN CRUG, I3
3I2% ZFFICTI.  MEANRe-
JCMEANY HAS A PRCCLCT
1T IS ALREADY

-4725 YCU HEARC CF JP.CHN CCMPANY?

n
WTNIXIDIL, WHICH mAS JUST REZEINTLY 2
S.2R=N HAD ALREASY SPENT 2 8ILLICN C

(L3

U3

[al
C
~CWEVER, A

~AS

ZVEN CUT L

3C N

== £D IN FRANCE, I7 .
AS 5 FTA LISTED o
A THE CIMPANY 2

THE SAME FA
ANDC FINGER-NAILES.
AND WRINKLES ANC

s~

CR 2 APSLICATICNE.

maun lli
0

ZTHER TS IISCUSS THE SISSISILITY CF CFRENING U7
. SINCT I'M CNLY LICKING FOR 5 KEY PECFLZ.
’2 GOING TO CEFINITELY 3E THERE!Gi!! CAN I TTLNT
=n=a

2AN I CCZUNT CN YCLE 3FCUSE BEING THERE?
InOMY CALINIAS, 10 YCU rAVE 1T CON YCLAS??

RN
C-=CREATE CLRIZSITY., IO NCT SATISFY!!!!

2-=CONTROL YCURSELF FRCM ANSWERING QUESTICNS!!U!
C-=CTMMITMENT, GET A RM COMMITMENT FCR YCUR AFSCINTMEN

DATE: ! !!
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DECISION AND ORDER

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondents named in the caption
hereof, and the respondents having been furnished thereafter with a
copy of a draft of complaint which the Chicago Regional Office
proposed to present to the Commission for its consideration and
which, if issued by the Commission would charge respondents with
violation of the Federal Trade Commission Act; and

The respondents, their attorneys, and counsel for the Commission
having thereafter executed an agreement containing a consent order,
an admission by the respondents of all the jurisdictional facts set
forth in the aforesaid draft of complaint, a statement that the signing
of said agreement is for settlement purposes only and does not
constitute an admission by respondents that the law has been violated
as alleged in such complaint, and waivers and other provisions as
required by the Commission’s rules; and

The Commission having thereafter considered the matter and
having determined that it had reason to believe that the respondents
have violated the said Act, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agreement and placed such agreement on the public record
for a period of sixty (60) days, and no comments having been filed
thereafter by interested parties pursuant to Section 2.34 of its Rules,
now in further conformity with the procedures prescribed in Section
2.34 of its Rules, the Commission hereby makes the following
jurisdictional findings and enters the following order:

1. Respondent Nu Skin International, Inc. (“Nu Skin”), is a
corporation organized, existing, and doing business under and by
virtue of the laws of the state of Utah, with its principal office or
place of business located at 75 West Center, Provo, Utah.

2. Respondent CJM, Inc., is a corporation organized, existing,
and doing business under and by virtue of the laws of the state of
Utah, with its principal office or place of business located at 1565
East 3300 South, Salt Lake City, Utah.

3. Respondent Clara McDermott is an officer and director of
corporate respondent CJM, Inc. Individually or in concert with
others, she formulates, directs, and controls the acts and practices of
CIM, Inc., including the acts and practices alleged in the complaint
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attached hereto. Her principal office or place of business is the same
as that of CIM, Inc.

4, Respondent CST Management, Inc., is a corporation
organized, existing, and doing business under and by virtue of the
laws of the state of Utah, with its principal office or place of business
located at 11 Northridge Way, Sandy, Utah.

5. Respondent Craig Tillotson is an officer and director of
corporate respondent CST Management, Inc. Individually or in
concert with others, he formulates, directs, and controls the acts and
practices of CST Management, Inc., including the acts and practices
alleged in the complaint attached hereto. His principal office or place
of business is the same as that of CST Management, Inc.

6. Respondent CK&C, Inc., is a corporation organized, existing,
and doing business under and by virtue of the laws of the state of
Utah, with its principal office or place of business located at 3800
Sherwood Drive, Provo, Utah.

7. Respondent Craig Bryson is an officer and director of
corporate respondent CK&C, Inc. Individually or in concert with
others, he formulates, directs, and controls the acts and practices of
CK&C, Inc., including the acts and practices alleged in the complaint
attached hereto. His principal office or place of business is the same
as that of CK&C, Inc.

8. The acts and practices of the respondents alleged in this
complaint have been in or affecting commerce, as “‘commerce” 1s
defined in the Federal Trade Commission Act.

9. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondents, and the proceeding
is in the public interest.

ORDER

DEFINITIONS
For purposes of this order:

1. “Substantially similar hair loss treatment product or service”
shall mean any product or service that is advertised or intended for
sale over-the-counter to treat, cure or curtail hair loss and which
contains or purportedly contains polysaccharides or any extract
thereof.
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2. “Substantially similar facial treatment product or service”
shall mean any product or service that is advertised or intended for
sale over-the-counter to remove facial wrinkles and that contains or
purportedly contains albumin or any extract thereof.

3. “Substantially similar skin treatment product or service” shall
mean any product or service that is advertised or intended for sale
over-the-counter to treat or promote the healing of burns that would
otherwise require skin grafting and that contains or purportedly
contains aloe vera and/or avian collagen or any extract thereof.

4. “Competent and reliable scientific evidence” shall mean tests,
analyses, research, studies, or other evidence based on the expertise
of professionals in the relevant area, that has been conducted and
evaluated in an objective manner by persons qualified to do so, using
procedures generally accepted in the profession to yield accurate and
reliable results.

It is ordered, That respondents Nu Skin, CIJM, Inc., CST
Management, Inc., and CK&C, Inc., corporations, their successors
and assigns, and their officers; Clara McDermott, individually and as
an officer and director of CIM, Inc.; Craig Tillotson, individually and
as an officer and director of CST Management, Inc.; Craig Bryson,
individually and as an officer and director of CK&C, Inc., and
respondents’ agents, representatives and employees, directly or
through any partnership, corporation, subsidiary, division, or other
device, do forthwith cease and desist from;:

A. Representing, in any manner, directly or by implication, in
connection with the advertising, packaging, labeling, promotion,
offering for sale, sale or distribution of Nutriol Hair Fitness
Preparation (“Nutriol”), or any substantially similar hair loss
treatment product or service in or affecting commerce, as
“commerce” is defined in the Federal Trade Commission Act, that;

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

2. The use of the product or service can or will promote the
growth of hair where hair has already been lost;
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3. The product or service is as effective as, or more effective
than, the prescription drug Minoxidil in the treatment of hair loss; or

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

B. Representing, in any manner, directly or by implication, in
connection with the advertising, packaging, labeling, promotion,
offering for sale, sale or distribution of any other product or service
in or affecting commerce, as “commerce” is defined in the Federal
Trade Commission Act, that:

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

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

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

4. Competent and reliable data show that the product or service
is effective in stopping hair loss and promoting hair growth, unless
such representation is true and, at the time of making such
representation, respondents possess and rely upon competent and
reliable scientific evidence that substantiates the representation.

C. Advertising, packaging, labeling, promoting, offering for sale,
selling, or distributing any product that is represented as promoting
hair growth or preventing hair loss, unless the product is the subject
of an approved new drug application for such purpose under the
Federal Food, Drug, and Cosmetic Act, 21 U.S.C. 301 et seq.,
provided that, this subpart shall not limit the requirements of part I.A
and B herein.

IL

It is further ordered, That respondents Nu Skin, CJM, Inc., CST
Management, Inc., and CK&C, Inc., corporations, their successors
and assigns, and their officers; Clara McDermott, individually and as
an officer and director of CIJM, Inc.; Craig Tillotson, individually and
as an officer and director of CST Management, Inc.; Craig Bryson,
individually and as an officer and director of CK&C, Inc., and
respondents' agents, representatives and employees, directly or
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through any partnership, corporation, subsidiary, division, or other
device, do forthwith cease and desist from:

A. Representing, in any manner, directly or by implication, in
connection with the advertising, packaging, labeling, promotion,
offering for sale, sale or distribution of Face Lift with Activator
(“Face Lift™), or any substantially similar facial treatment product or
service in or affecting commerce, as “commerce” is defined in the
Federal Trade Commission Act, that:

1. The use of the product or service can or will permanently
remove facial wrinkles; or

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

B. Representing, in any manner, directly or by implication, in
connection with the advertising, packaging, labeling, promotion,
offering for sale, sale or distribution of any other product or service
in or affecting commerce, as “commerce” is defined in the Federal
Trade Commission Act:

1. The efficacy of the product or service in the treatment of facial
wrinkles; or

2. That the product or service is as effective as, or more effective
than, any other product or service in the treatment of facial wrinkles,

unless such representation is true and, at the time of making such
representation, respondents possess and rely upon competent and
reliable scientific evidence that substantiates the representation.

II1.

It is further ordered, That respondents Nu Skin, CIM, Inc., CST
Management, Inc., and CK&C, Inc., corporations, their successors
and assigns, and their officers; Clara McDermott, individually and as
an officer and director of CIM, Inc.; Craig Tillotson, individually and
as an officer and director of CST Management, Inc.; Craig Bryson,
individually and as an officer and director of CK&C, Inc., and
respondents’ agents, representatives and employees, directly or




380 FEDERAL TRADE COMMISSION DECISIONS

Decision and Order 117FET.C.

through any partnership, corporation, subsidiary, division, or other
device, do forthwith cease and desist from:

A. Representing, in any manner, directly or by, implication, in
connection with the advertising, packaging, labeling, promotion,
offering for sale, sale or distribution of Celltrex or any substantially
similar skin treatment product or service in or affecting commerce,
as “commerce” is defined in the Federal Trade Commission Act, that
the product or service will promote the healing of third degree burns.

B. Representing, in any manner, directly or by implication, in
connection with the advertising, packaging, labeling, promotion,
offering for sale, sale or distribution of any other product or service
in or affecting commerce, as “commerce” is defined in the Federal
Trade Commission Act, that the product or service will promote the
healing of, or is otherwise an effective treatment for burns, unless
such representation is true and, at the time of making such
representation, respondents possess and rely upon competent and
reliable scientific evidence that substantiates the representation.

IV.

It is further ordered, That respondents Nu Skin, CJM, Inc., CST
Management, Inc., and CK&C, Inc., corporations, their successors
and assigns, and their officers; Clara McDermott, individually and as
an officer and director of CJM, Inc.; Craig Tillotson, individually and
as an officer and director of CST Management, Inc.; Craig Bryson,
individually and as an officer and director of CK&C, Inc., and
respondents’ agents, representatives and employees, directly or
through any partnership, corporation, subsidiary, division, or other
device, in connection with the advertising, packaging, labeling,
promotion, offering for sale, sale or distribution of any product or
service in or affecting commerce, as “commerce” is defined in the
Federal Trade Commission Act, do forthwith cease and desist from:

A. Making any representation, directly or by implication,
regarding the performance, benefits, efficacy or safety of any food,
drug, or device, as those terms are defined in Section 15 of the
Federal Trade Commission Act, 15 U.S.C. 55, unless at the time of
making such representation respondents possess and rely upon
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competent and reliable scientific evidence that substantiates the
representation.

B. Making any representation, directly or by implication,
regarding the performance, benefits, efficacy or safety of any product
or service (other than a product or service covered under part IV.A.
herein), unless at the time of making such representation respondents
possess and rely upon competent and reliable evidence, which when
appropriate must be competent and reliable scientific evidence, that
substantiates the representation.

V.

It is ordered, That respondents Nu Skin, CJM, Inc., CST
Management, Inc., and CK&C, Inc., corporations, their successors
and assigns, and their officers; Clara McDermott, individually and as
an officer and director of CIM, Inc.; Craig Tillotson, individually and
as an officer and director of CST Management, Inc.; Craig Bryson,
individually and as an officer and director of CK&C, Inc., and
respondents’ agents, representatives and employees, directly or
through any partnership, corporation, subsidiary, division, or other
device, in connection with inducing or seeking to induce the
participation of any person in any distribution, sales, or marketing
plan, in or affecting commerce, as “commerce” is defined in the
Federal Trade Commission Act, do forthwith cease and desist from:

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

B. Representing, in any manner, directly or by implication, by
use of hypothetical examples or otherwise, that distributors earn or
achieve from such participation any stated amount of profits,
earnings, income, or sales in excess of the average profits, earnings,
income, or sales of all distributors in any time period respondents
may select, unless in conjunction therewith such average profits,
earnings, income, or sales are clearly and conspicuously disclosed,
and the percent of all distributors who actually achieved such stated
profits, earnings, income, or sales in such time period is clearly and
conspicuously disclosed.
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VL
It is further ordered, That respondent Nu Skin shall:

A. Within thirty (30) days from the effective date of this order
deliver a dated and signed notification letter in the form set forth in
Appendix A to this order to each of its current officers, agents,
representatives, employees, and distributors.

B. For a period of five (5) years from the effective date of this
order deliver signed notification letter in the form set forth in
Appendix A to this order to each of its future officers, agents,
representatives, employees, and distributors within three (3) days
after the person assumes such position. Respondent Nu Skin shall be
in compliance with this subparagraph with respect to notifying future
distributors if such notification letter is included in each starter kit
provided to each future distributor.

C. Institute a reasonable program of continuing surveillance
adequate to reveal whether the practices of each person described in
part VILA. and B. conform to the requirements of this order, and
promptly investigate any complaints about any such person received
by Nu Skin and maintain records of any such complaint, investigation
and disposition of the complaint for five (5) years from the date of
the complaint, such records to be furnished to the Commission upon
request. |

D. Discontinue dealing with any person described in part VL. A.
and B:

1. Who engages in the acts or practices prohibited by parts L.A.,
ILA. or IIL.A. of this order; or

2. Once respondent Nu Skin has actual knowledge, or knowledge
fairly implied on the basis of objective circumstances, that such
person is engaged in acts or practices prohibited by any other part of
this order, unless such person immediately ceases engaging in such
acts or practices.

VIL

It is further ordered, That respondents CIM, Inc., CST
Management, Inc., CK&C, Inc., Clara McDermott, Craig Tillotson,
and Craig Bryson shall:
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A. Within thirty (30) days from the effective date of this order
deliver a dated and signed notification letter in the form set forth in
Appendix A to this order to each of their officers, agents,
representatives, employees, and present distributors, other than those
persons whom Nu Skin is required to notify pursuant to part VLA
and B above.

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

VIII.

It is further ordered, That respondents shall, within sixty (60)
days after service of this order, and at such other times as the Federal
Trade Commission may require, file with the Commission a report,
in writing, setting forth in detail the manner and form in which they
have complied with this order.

IX.

It is further ordered, That respondents Nu Skin, CJM, Inc., CST
Management, Inc., and CK&C, Inc., shall notify the Federal Trade
Commission at least thirty (30) days prior to any proposed change in
their corporate structures, including but not limited to dissolution,
assignment or sale resulting in the emergence of a successor cor-
poration, the creation or dissolution of subsidiaries or affiliates, the
planned filing of a bankruptcy petition or any other corporate change,
that may affect compliance obligations arising under this order.
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X.

It is further ordered, That respondents Clara McDermott, Craig
Tillotson, and Craig Bryson shall, for a period of five (5) years from
the date this order becomes final, notify the Commission within thirty
(30) days of the discontinuance of their present business or
employment and of each affiliation with a new business or
employment. Each notice of affiliation with any new business or
employment shall include the individual respondent’s new business
address and telephone number, current home address, and a statement
describing the nature of the business or employment and the duties
and responsibilities. The expiration of the notice provision of this
part X shall not affect any other obligation arising under this order.

X1

It is further ordered, That respondents Nu Skin, CJM, Inc., CST
Management, Inc., and CK&C, Inc., corporations, their successors
and assigns, and their officers; Clara McDermott, individually and as
an officer and director of CIM, Inc.; Craig Tillotson, individually and
as an officer and director of CST Management, Inc.; Craig Bryson,
individually and as an officer and director of CK&C, Inc., shall, for
five (5) years after the last date of dissemination of any
representation covered by this order, maintain and upon request make
available to the Federal Trade Commission or its staff for inspection
and copying:

A. All materials which come into their possession from a
distributor or any other source that were relied upon in disseminating
such representation; and

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

XII

It is further ordered, That respondent Nu Skin, its successors and
assigns, shall pay to the Federal Trade Commission, by cashier’s
check or certified check made payable to the Federal Trade
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Commission and delivered to the Regional Director, Federal Trade
Commission, 55 East Monroe Street, Suite 1437, Chicago, Illinois,
the sum of one million dollars ($1,000,000). Respondent shall make
this payment on or before the tenth day following the date that this
order becomes final. In the event of default on any obligation to
make payment under this section, interest, computed pursuant to 28
U.S.C. 1961(a), shall accrue from the date of default to the date of
payment. The funds paid by respondent shall, in the discretion of the
Federal Trade Commission, be used by the Commission to provide
direct redress to purchasers of the Nutriol, Face Lift, and Celltrex
products. If the Federal Trade Commission determines, in its sole
discretion, that redress to purchasers of these products is
impracticable or otherwise unwarranted, any funds not so used shall
be paid to the United States Treasury. Respondent shall be notified
as to how the funds are distributed, but shall have no right to contest
the manner of distribution chosen by the Commission.

XIII.

It is further ordered, That respondents CJM, Inc., CST
Management, Inc., and CK&C, Inc., their successors and assigns, and
their officers, and Clara McDermott, Craig Tillotson and Craig
Bryson, individually and as officers and directors of said
corporations, shall pay to the Federal Trade Commission, by
cashier’s check or certified check made payable to the Federal Trade
Commission and delivered to the Regional Director, Federal Trade
Commission, 55 East Monroe Street, Suite 1437, Chicago, Illinois,
the sum of two hundred twenty five thousand dollars ($225,000).
The respondents shall make this payment on or before the tenth day
following the date this order becomes final. In the event of default
on any obligation to make payment under this section, interest,
computed pursuant to 28 U.S.C. 1961(a), shall accrue from the date
of default to the date of payment. The funds paid by the individual
respondents shall, in the discretion of the Federal Trade Commission,
be used by the Commission to provide direct redress to purchasers of
the Nutriol, Face Lift, and Celltrex products. If the Federal Trade
Commission determines, in its sole discretion, that redress to
purchasers of these products is impracticable or otherwise
unwarranted, any funds not so used shall be paid to the United States
Treasury. The respondents shall be notified as to how the funds are
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distributed, but shall have no right to contest the manner of
distribution chosen by the Commission.

APPENDIX A

Dear Officer, Agent, Representative, Employee, Distributor:

The Federal Trade Commission (“FTC”) has conducted an investigation to
determine whether Nu Skin International, Inc. (“Nu Skin”), and certain of its
distributors may have engaged in acts or practices which violate Section 5 of the
Federal Trade Commission Act, 15 U.S.C. Section 45, as amended, including, but
not limited to, false and unsubstantiated product claims and earnings
representations for Nu Skin products and distributorships. As a result of its
investigation, the FTC has alleged that Nu Skin, CIM, Inc., CST Management, Inc.,
and CK&C, Inc., corporations; Clara McDermott, individually and as an officer and
director of CJM, Inc.; Craig Tillotson, individually and as an officer and director
of CST Management, Inc.; and Craig Bryson, individually and as an officer and
director of CK&C, Inc., (herein collectively referred to as “respondents”™), have
made false and unsubstantiated representations in connection with the advertising,
promotion, offering for sale, sale, and distribution of Nutriol Hair Fitness
Preparation (“Nutriol”), Face Lift with Activator (“Face Lift”), and Celltrex, and
the recruitment of Nu Skin distributors.

As a result of recent discussions with the FTC, the respondents have agreed to
a consent order (“order””) with the FTC. The order is for settlement purposes only
and does not constitute an admission of violations of law by any of the respondents.
Pursuant to the order, the respondents have agreed not to make certain claims for
the Nutriol, Face Lift, and Celltrex products or any substantially similar products
or services. In addition, the respondents have agreed not to make certain claims for
any other products or services unless they can substantiate those claims. The
respondents have also agreed not to make certain claims about the past or potential
earnings of their distributors. Finally, the respondents are obligated by the order to
discontinue dealing with any person who engages in the acts or practices prohibited
by the order.

Specifically, the order prohibits the respondents from claiming that:

1. Nutriol or any substantially similar product or service (a)can or will stop,
prevent, cure, relieve, reverse or reduce hair loss; (b) can or will promote the
growth of hair where hair has already been lost; or (c) is as effective as, or more
effective than, the prescription drug Minoxidil in the treatment of hair loss;

2. Competent and reliable data show that Nutriol or any substantially similar
product or service is effective in stopping hair loss and promoting hair growth;

3. Face Lift or any substantially similar product or service (a) can or will
permanently remove facial wrinkles; or (b) is as effective as, or more effective than,
the prescription drug Tretinoin (currently marketed as Retin-A) in the removal of
facial wrinkles; and

4. Celltrex or any substantially similar product or service will promote the
healing of third degree burns.
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In connection with any other product or service, the order prohibits the
respondents from representing:

1. That the product or service: (a) can or will stop, prevent, cure, relieve,
reverse or reduce hair loss; (ii) can or will promote the growth of hair where hair
has already been lost; (iii) is as effective as, or more effective than, any other
product or service in the treatment of hair loss; (iv) is as effective as, or more
effective than, any other product or service in the treatment of facial wrinkles; or
(v) will promote the healing of, or is otherwise an effective treatment for burns;

2. That competent and reliable data show that the product or service is
effective in stopping hair loss and promoting hair growth; and

3. The efficacy of the product or service in the treatment of facial wrinkles,

unless the claim is true and, at the time of making the claim, it possesses and relies
upon competent and reliable scientific evidence that substantiates the claim.

The order also prohibits the respondents from advertising, packaging, labeling,
promoting, offering for sale, selling, or distributing any product that is represented
as promoting hair growth or preventing hair loss, unless the product is the subject
of an approved new drug application for such purpose under the Federal Food,
Drug, and Cosmetic Act, 21 U.S.C. Section 301 et seq.

The order also prohibits the respondents from making any representation
regarding the performance, benefits, efficacy or safety of any food, drug, or device
unless at the time of making such representation respondents possess and rely upon
competent and reliable scientific evidence that substantiates the representation.
Similarly, the order prohibits the respondents from making any representation
regarding the performance, benefits, efficacy or safety of any product or service
(other than -any food, drug, or device), unless at the time of making such
representation respondents possess and rely upon competent and reliable evidence,
which when appropriate must be competent and reliable scientific evidence, that
substantiates the representation.

Finally, the order prohibits the respondents from:

1. Misrepresenting the past, present, or future profits, earnings, income, or
sales of any person in any distribution, sales or marketing plan; and

2. Representing that distributors earn or achieve any stated amount of profits,
earnings, income, or sales in excess of the average profits, earnings, income, or
sales of all distributors unless in conjunction therewith the average profits, earnings,
income, or sales are clearly and conspicuously disclosed, and the percent of all
distributors who actually achieved such stated profits, earnings, income, or sales is
clearly and conspicuously disclosed.

In addition to the order’s prohibitions, the order requires the respondents to
provide a copy of this notice to each of their current and future officers, agents,
representatives, employees, and distributors. The order also requires Nu Skin to
discontinue dealing with any person who makes any of the representations for
Nutriol, Face Lift, Celltrex, or any substantially similar products or services, that
are expressly prohibited by the order. Nu Skin must also discontinue dealing with
any person who Nu Skin knows is engaged in any other acts or practices prohibited
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by the order, unless the person immediately ceases engaging in such acts or
practices.

If you have any questions or would like a copy of the order, you can contact
us at | 1.

Very truly yours,

[respondent’s name]
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IN THE MATTER OF
THE KEDS CORPORATION

CONSENT ORDER, ETC,, IN REGARD TO ALLEGED VIOLATION OF
SEC. 5 OF THE FEDERAL TRADE COMMISSION ACT

Docket C-3490. Complaint, April 1, 1994--Decision, April 1, 1994

This consent order prohibits, among other things, a Massachusetts-based
manufacturer and seller of athletic and casual shoes from fixing the resale price
at which any dealer may advertise or sell any Keds athletic or casual footwear
item; coercing or pressuring any dealer to adopt or adhere to any resale price;
attempting to secure commitments from any dealer about the resale price at
which it will advertise or sell any such product; and requiring or suggesting
that dealers report other dealers who advertise or sell any such product below
any resale price.

Appearances

For the Commission: Michael J. Bloom, Rhonda J. McLean and
Alan B. Loughnan.

For the respondent: Richard E. Carlton and Darryl Libow,
Sullivan & Cromwell, New York, N.Y.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act,
(15 U.S.C. 41 et seq.), and by virtue of the authority vested in it by
said Act, the Federal Trade Commission, having reason to believe
that The Keds Corporation (hereinafter “Keds” or “respondent”), a
subsidiary of The Stride Rite Corporation, has violated the provisions
of Section 5 of the Federal Trade Commission Act, and it appearing
to the Commission that a proceeding by it in respect thereof would be
in the public interest, hereby issues this complaint stating its charges
as follows:

PARAGRAPH 1. Respondent is a corporation organized,
existing and doing business under and by virtue of the laws of the
State of Massachusetts, with its principal place of business located at
Five Cambridge Center, Cambridge, Massachusetts.
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PAR. 2. Respondent is now, and for some time has been,
engaged in the offering for sale, sale, and distribution of athletic or
casual footwear to retail dealers located throughout the United States,
including many of the nation's largest retail chains.

PAR. 3. Keds maintains, and has maintained, a substantial course
of business, including the acts or practices alleged in the complaint,
which are in or affect commerce, as “commerce” is defined in the
Federal Trade Commission Act.

PAR. 4. In connection with the sale and distribution of Keds
products, respondent, in combination, agreement and understanding
with certain of its dealers, has engaged in a course of conduct to
maintain the resale prices at which certain of its dealers sell certain
of its products.

PAR. 5. The purpose, effect, tendency, or capacity of the acts
and practices described in paragraph four are and have been to
restrain trade unreasonably and hinder competition in the sale of
athletic or casual footwear in the United States, and to deprive
consumers of the benefits of competition in the following ways,
among others:

(a) Prices to consumers of Keds products have been increased;
and

(b) Price competition among retail dealers with respect to the sale
of Keds products has been restricted.

PAR. 6. The aforesaid acts and practices constitute unfair
methods of competition in or affecting commerce in violation of
Section 5 of the Federal Trade Commission Act, 15 U.S.C. 45. These
acts and practices are continuing and will continue in the absence of
the relief requested.

DECISION AND ORDER

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondent named in the caption
hereof, and the respondent having been furnished thereafter with a
copy of a draft of complaint which the New York Regional Office
proposed to present to the Commission for its consideration and
which, if issued by the Commission, would charge respondent with
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violation of Section 5 of the Federal Trade Commission Act, as
amended, 15 U.S.C. 45; and

The respondent, its attorneys, and counsel for the Commission
having thereafter executed an agreement containing a consent order,
an admission by respondent of all the jurisdictional facts set forth in
the aforesaid draft of complaint, a statement that the signing of said
agreement is for settlement purposes only and does not constitute an
admission by respondent that the law has been violated as alleged in
such complaint, and waivers and other provisions as required by the
Commission’s Rules; and

The Commission having thereafter considered the matter and
having determined that it had reason to believe that the respondent
has violated the said Act, and that a complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agreement and placed such agreement on the public record
for a period of sixty (60) days, and having duly considered the
comments filed thereafter by interested persons pursuant to Section
2.34 of its Rules, now in further conformity with the procedure
prescribed in Section 2.34 of its Rules, the Commission issues its
complaint, makes the following jurisdictional findings and enters the
following order:

1. Respondent The Keds Corporation, is a corporation organized,
existing and doing business under and by virtue of the laws of the
State of Massachusetts. The mailing address and principal place of
business of respondent is: Five Cambridge Center, Cambridge,
Massachusetts. Respondent is a wholly-owned subsidiary of The
Stride-Rite Corporation, with its principal place of business in
Cambridge, Massachusetts.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondent, and the proceeding
is in the public interest.

ORDER

It is ordered, That for the purpose of this order, the following
definitions shall apply:
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(A) “Keds” or “respondent” means The Keds Corporation, its
predecessors, subsidiaries, divisions, groups, and affiliates controlled
by The Keds Corporation, and their respective directors, officers,
employees, agents, and representatives, and their respective
successors and assigns.

(B) “Product” means any athletic or casual footwear items which
are manufactured, offered for sale or sold by respondent to dealers.

(C) “Dealer” means any person, corporation or entity not owned
by The Keds Corporation or by any entity owned or controlled by
Keds that in the course of its business sells any product.

(D) “Resale Price” means any price, price floor, minimum price,
maximum discount, price range, or any mark-up formula or margin
of profit used by any dealer for pricing any product. “Resale price”
includes, but is not limited to, any suggested, established, or
customary resale price.

IL.

1t is further ordered, That Keds, directly or indirectly, or through
any corporation, subsidiary, division or other device, in connection
with the manufacturing, offering for sale, sale or distribution of any
product in or affecting “commerce” as defined by the Federal Trade
Commission Act, do forthwith cease and desist from:

(A) Fixing, controlling, or maintaining, directly or indirectly, the
resale price at which any dealer may advertise, promote, offer for sale
or sell any product.

(B) Requiring, coercing, or otherwise pressuring any dealer,
directly or indirectly, to maintain, adopt, or adhere to any resale
price.

(C) Securing or attempting to secure, directly or indirectly, any
commitment or assurance from any dealer concerning the resale price
at which the dealer may advertise, promote, offer for sale or sell any
product.

(D) Requiring, requesting or suggesting, directly or indirectly,
that any dealer report the identity of other dealers who advertise,
promote, offer for sale or sell any product below any resale price.
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II1.

It is further ordered, That, for a period of five (5) years from the
date on which this order becomes final, Keds shall clearly and
conspicuously state the following on any list, advertising, book,
catalogue, or promotional material where it has suggested any resale
price to any dealer:

ALTHOUGH THE KEDS CORPORATION MAY SUGGEST RESALE PRICES
FOR PRODUCTS, RETAILERS ARE FREE TO DETERMINE ON THEIR OWN
THE PRICES AT WHICH THEY WILL ADVERTISE AND SELL KEDS
PRODUCTS.

IV.

It is further ordered, That, within thirty (30) days after the date
on which this order becomes final, Keds shall mail by first class mail
either the letter attached as Exhibit A or the letter attached as Exhibit
B, together with a copy of this order, to all of Keds’ directors,
officers, dealers, distributors, agents, or sales representatives.

V.

1t is further ordered, That for a period of two (2) years after the
date on which this order becomes final, Keds shall mail by first class
mail either the letter attached as Exhibit A or the letter attached as
Exhibit B, together with a copy of this order, to all new directors,
officers, dealers, distributors, agents, or sales representatives of Keds,
within ninety (90) days of the commencement of such person’s
employment or affiliation with Keds.

VL

It is further ordered, That Keds shall notify the Commission at
least thirty (30) days prior to any proposed changes in Keds such as
dissolution, assignment or sale resulting in the emergence of a
successor corporation, the creation or dissolution of subsidiaries, or
any other change in the corporation which may affect compliance
obligations arising out of the order.
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VII

It is further ordered, That within sixty (60) days after this order
becomes final, and at such other times as the Commission or its staff
shall request, Keds shall file with the Commission a verified written
report setting forth in detail the manner and form in which Keds has
complied and is complying with this order.

EXHIBIT A

[KEDS LETTERHEAD]

Dear Retailer:

The Federal Trade Commission has conducted an investigation into Keds'
sales policies, and in particular, Keds’ Suggested Retail Pricing Policy that was
announced in May 1992. As you know, on June 25, 1993, Keds withdrew its
Pricing Policy. Keds has always believed, and continues to believe, that its Pricing
Policy did not violate the law. However, to expeditiously resolve the investigation
and to avoid disruption to the conduct of its business, Keds has agreed, without
admitting any violation of the law, to the entry of a consent order by the Federal
Trade Commission prohibiting certain practices relating to resale prices. A copy
of the order is enclosed. This letter and the accompanying order are being sent to
all of our dealers, sales personnel and representatives.

The order spells out our obligations in greater detail, but we want you to know
and understand the following:

1. You can sell and advertise our products at any price you choose.

2. While we may send materials to you which may contain our suggested retail
prices, you are completely free to disregard these suggestions.
We look forward to continuing to do business with you in the future.

Sincerely yours,

President
The Keds Corporation
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EXHIBIT B

[KEDS LETTERHEAD]}

Dear Retailer:

The [name of state] Attorney General’s Office, along with the offices of the
Attorneys General in the other 49 states, and the Federal Trade Commission have
conducted investigations into Keds’ sales policies, and in particular, Keds’
Suggested Retail Pricing Policy that was announced in May 1992. As you know,
on June 25, 1993, Keds withdrew its Pricing Policy. Keds has always believed, and
continues to believe, that its Pricing Policy did not violate the law. However, to
expeditiously resolve the investigations and to avoid disruption to the conduct of
its business, Keds has agreed, without admitting any violation of the law, to the
entry of Final Judgments and Consent Decrees by the State of [name of state] and
the Federal Trade Commission prohibiting certain practices relating to resale prices.
Copies of the Final Judgments and Consent Decrees are attached. This letter and
the accompanying documents have been sent to all of our dealers, sales personnel
and representatives.

The Final Judgments and Consent Decrees spell out our obligations in greater
detail, but we want you to know and understand the following. Under both orders:

1. You can advertise and sell our products at any price you choose.
2. While we may send materials to you which may contain our suggested retail
prices, you are completely free to disregard these suggestions.

In addition, the [name of state] order requires that:

3. Keds will not take any adverse action against you because of the price at
which you advertise or sell our products.

We look forward to continuing to do business with you in the future.
Sincerely yours,

President
The Keds Corporation
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IN THE MATTER OF
MCLEAN COUNTY CHIROPRACTIC ASSOCIATION

CONSENT ORDER, ETC., IN REGARD TO ALLEGED VIOLATION OF
SEC. 5 OF THE FEDERAL TRADE COMMISSION ACT

Docket C-3491. Complaint, April 7, 1994--Decision, April 7, 1994

This consent order prohibits, among other things, an association of Illinois
chiropractors from entering into any agreement with any chiropractors to set
fees for patients, or terms for third-party payor contracts, and requires the
association to give members copies of the orders.

Appearances

For the Commission: Mark J. Horoschak and Rendell A. Davis,
Jr.
For the respondent: George R. Flynn, Bloomington, IL.

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act,
as amended, 15 U.S.C. 41 et seq., and by virtue of the authority
vested in it by said Act, the Federal Trade Commission, having
reason to believe that respondent McLean County Chiropractic
Association ("respondent MCCA") has violated the provisions of said
Act, and it appearing to the Commission that a proceeding by it in
respect thereof would be in the public interest, hereby issues its
complaint stating its charges as follows:

PARAGRAPH 1. For purposes of this complaint, the following
definitions shall apply:

A. The term “person” refers to both natural persons and artificial
persons, including, but not limited to, corporations, unincorporated
entities, and governments.

B. “Third-party payor” means any person that engages in the
process of reimbursing for, or purchasing or paying for, health care
services provided to any other person.
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PAR. 2. Respondent MCCA is an unincorporated association,
with its principal offices and places of business in McLean County,
Illinois. For purposes of this complaint, its address is as follows:
McLean County Chiropractic Association, c/o George R. Flynn, Esq.,
P.O. Box 3574, Bloomington, IL.

PAR. 3. Respondent MCCA has thirteen members, all of whom
are chiropractors engaged in the business of providing chiropractic
services to patients for a fee. Those members all have their offices
in McLean County, Illinois. Except to the extent that competition has
been restrained as herein alleged, those members have been and are
now in competition among themselves and with other chiropractors,
with respect to the provision of chiropractic services in McLean
County, Illinois, and its vicinity.

PAR. 4. The general business practices of MCCA's members,
and the acts and practices described below, affect the interstate
movement of patients, the interstate purchase of supplies and
products, and the interstate flow of funds, and are in or affect
commerce within the meaning of Section 5(a)(1) of the Federal Trade
Commission Act, 15 U.S.C. 45(a)(1).

PAR. 5. Respondent MCCA has acted as a combination of its
members, has conspired with at least some of its members, and has
acted to implement an agreement among its members to restrain
competition among chiropractors by, among other things, facilitating,
entering into, and implementing an agreement, express or implied:

A. That respondent MCCA would set the maximum fees to be
sought by its members from patients and third-party payors; and

B. That respondent MCCA would negotiate the terms and
conditions of agreements between its members and third party
payors, including the fees to be paid for the members, services.

PAR. 6. By engaging in the acts or practices described in
paragraph five, respondent MCCA has acted as a combination of at
least some of its members, and has combined or conspired with at
least some of its members, to fix or affect the fees charged by, or
otherwise to restrain competition among, chiropractors in McLean
County, Illinois, and its vicinity.

PAR. 7. Respondent MCCA has engaged in various acts and
practices in furtherance of this combination or conspiracy, including,
among other things:
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A. Periodically voting to raise the maximum allowable charges
that its members may charge patients and third party payors for the
provision of chiropractic services; and

B. Attempting to negotiate collectively on behalf of its members
the terms and conditions of agreements between its members and
third-party payors, including the fees to be paid by those payors for
the services of its members.

PAR. 8. Respondent MCCA's activities described in paragraphs
five through seven have had, or have the tendency and capacity to
have, the following effects, among others:

A. Restraining competition among chiropractors in McLean
County, Illinois, and its vicinity;

B. Fixing or affecting the fees that chiropractors in McLean
County, Illinois, and its vicinity charge for their services; and

C. Depriving consumers of chiropractic services and third-party
payors of the benefits of competition among chiropractors in McLean
County, Illinois, and its vicinity.

PAR. 9. The combination or conspiracy and the acts and
practices described in paragraphs five through seven constitute unfair
methods of competition in violation of Section 5 of the Federal Trade
Commission Act, 15 U.S.C. 45. Respondent MCCA's combination
or conspiracy, or the effects thereof, is continuing and will continue
in the absence of the relief herein requested.

DECISION AND ORDER

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondent named in the caption
hereof, and the respondent having been furnished thereafter with a
copy of a draft of complaint which the Bureau of Competition
proposed to present to the Commission for its consideration and
which, if issued by the Commission, would charge respondent with
violation of the Federal Trade Commission Act; and

The respondent, its attorney, and counsel for the Commission
having thereafter executed an agreement containing a consent order,
an admission by the respondent of all the jurisdictional facts set forth
in the aforesaid draft of complaint, a statement that the signing of
said agreement is for settlement purposes only and does not
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constitute an admission by respondent that the law has been violated
as alleged in such complaint, and waivers and other provisions as
required by the Commission's Rules; and _

The Commission having thereafter considered the matter and
having determined that it had reason to believe that the respondent
has violated the said Act, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agreement and placed such agreement on the public record
for a period of sixty (60) days, now in further conformity with the
procedure prescribed in Section 2.34 of its Rules, the Commission
hereby issues its complaint, makes the following jurisdictional
findings and enters the following order.

1. Respondent is an unincorporated association, with its principal
offices and places of business in McLean County, Illinois. For
purposes of this order, its address is as follows: McLean County
Chiropractic Association, c/o George R. Flynn, Esq., P.O. Box 3574,
Bloomington, IL.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondent, and the proceeding
is in the public interest.

ORDER
I.

It is ordered, That for purposes of this order, the following
definitions shall apply:

A. “Respondent MCCA" means McLean County Chiropractic
Association and its Board of Directors, committees, officers,
representatives, agents, employees, successors, and assigns.

B. “Payor” means any person that purchases, reimburses for, or
otherwise pays for health care services for themselves or for any
other person -- including, but not limited to, health insurance
companies; preferred provider organizations; prepaid hospital,
medical, or other health service plans; health maintenance
organizations; government health benefits programs; employers or
other persons providing or administering self-insured health benefits
programs; and patients who purchase health care for themselves.
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C. “Integrated joint venture” means a joint arrangement to
provide health care services in which all chiropractors participating
in the venture who would otherwise be competitors (1) pool their
capital to finance the venture, by themselves or together with others,
and (2) share a substantial risk of loss from their participation in the
venture.

D. “Case fee” means the aggregate total of all fees charged to a
patient for the full course of treatment for a medical condition or
combination of medical conditions. “Case fee” does not mean a fee
charged for a particular product or service.

II.

It is further ordered, That respondent MCCA directly or
indirectly, or through any device, in connection with activities in or
affecting commerce, as "commerce" is defined in the Federal Trade
Commission Act, as amended, do forthwith cease and desist from:

A. Entering into, attempting to enter into, organizing, continuing,
or acting in furtherance of any agreement or combination, express or
implied, with any chiropractors or among any chiropractors, to
discuss or collectively determine the fees which chiropractors charge
to payors; and

B. Entering into, attempting to enter into, organizing, continuing,
or acting in furtherance of any agreement or combination, express or
implied, with any chiropractors or among any chiropractors, to deal
with payors on collectively determined terms.

Provided that, nothing in this order shall prevent chiropractors who
practice together as partners or employees in the same professional
corporation or partnership from collectively determining the fees to
be charged for services provided by that professional corporation or
partnership or from collectively determining other terms on which
that professional corporation or partnership deals with payors.

Further provided that, nothing in this order shall prevent
chiropractors who participate in the same integrated joint venture
from collectively determining the fees to be charged for services
provided by-that integrated joint venture or from collectively deter-
mining other terms on which that integrated joint venture deals with
payors.
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Further provided that, nothing in this order shall prevent
respondent MCCA from collecting historical data concerning case
fees for the purpose of providing such data to payors.

1.
It is further ordered, That respondent MCCA:

A. File a written report with the Commission within ninety (90)
days after the date when the order becomes final, and annually for
three (3) years on the anniversary of the date when the order becomes
final, and at such other times as the Commission may by written
notice to respondent MCCA require, setting forth in detail the manner
and form in which it has complied and is complying with the order.

B. For a period of five (5) years after the date when the order
becomes final, maintain and make available to Commission staff, for
inspection and copying upon reasonable notice, records adequate to
describe in detail any action taken in connection with the activities
covered by parts II and III of this order, including, but not limited to,
all documents generated by respondent MCCA or that come into its
possession, custody, or control, regardless of source, that discuss,
refer, or relate to any fee, term, or condition of any agreement, actual
or proposed, with any payor.

C. Distribute by first-class mail a copy of this order to each of its
members within thirty (30) days after the date when the order
becomes final.

D. For a period of five (5) years after the date when the order
becomes final, provide each new MCCA member with a copy of this
order at the time the member is accepted into membership.

E. Notify the Commission, at least thirty (30) days prior to any
proposed change to respondent MCCA which may affect compliance
with this order -- including, but not limited to, dissolution or the
emergence of a successor.

CONCURRING STATEMENT OF ROSCOE B. STAREK, Il

I concur in the Commission's decision to issue the consent order
in this matter. The conduct at issue seems to fall squarely within the
Supreme Court's broad per se proscription against horizontal
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agreements on maximum prlces set forth in Arizona v. Maricopa
County Medical Society.’

I'am nonetheless somewhat skeptical about whether an inflexible
pursuit of enforcement actions against such conduct is a beneficial
use of the Commission's limited resources. The underlying logic of
a per se ban on an activity is that the costs of the activity are so high,
and the benefits so slight (and so costly to identify), that society's
interests are best served through the application of a simple
enforcement rule.

In the case of agreements on maximum prices, it is not obvious
to me that this logic applies.” Agreements to set maximum prices may
not restrict output in all contexts. Moreover, I am unpersuaded that
the benefits from such agreements are necessarily neghgnble and
difficult to assess in individual cases.?

I am confident that we can distinguish benéficial uses of these
agreements from pernicious uses, particularly in health care markets.
I think it unwise to issue blanket condemnations of arrangements that
may merely represent socially desirable responses to the competitive
pressures increasingly faced by health care providers to reduce costs.*
In the exercise of the Commission's prosecutorial discretion, applica-
tion of the truncated rule of reason approach of Massachusetts Board
of Registration in Optometry® may yield substantial future benefits.

! 457 U.S. 332, 348 (1982) (“[H]orizontal agreements to fix maximum prices [are] on the same
legal -- even if not economic -- footing as agreements to fix minimum or uniform prices.”)

See Frank H. Easterbrook, Maximum Price Fixing, 48 U. Chi. L. Rev. 886, 887 (1981)
("[MJaximum price fixing is almost always beneficial to consumers and . . . the time has come to
abandon any per se rule against the practice.").

3 It is not hard to identify plausible benefits from such agreements, particularly when used in
health care markets. Publication of a maximum fee schedule could help consumers search for a
practitioner on the basis of price -- a task that historically has been difficult in health care markets
because of the paucity of price information. Similarly, the fee schedule may be a low-cost means by
which signatory practitioners can market themselves to third-party payers. But see Maricopa, 457 U.S.
at 354-55 (rejecting argument that the fixing of maximum reimbursable fees was procompetitive).

One unintended consequence of current policy may be to induce producers who wish to
coordinate pricing behavior to integrate, even if the integration is not otherwise efficient and the less
restrictive contractual alternative is procompetitive or competitively neutral. This seems analogous to
one consequence of the historically unfavorable antitrust policy toward vertical restraints -- that
producers integrate into distribution because integration enjoys more favorable treatment under the law
than do less restrictive vertical agreements. In situations in which an agreement would have enhanced
interbrand competition, forcing integration to obtain these benefits may be counterproductive.

5 110 FTC 549, 604 (1988).
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IN THE MATTER OF

ARCHER DANIELS MIDLAND COMPANY

CONSENT ORDER, ETC., IN REGARD TO ALLEGED VIOLATION OF
SEC. 5 OF THE FEDERAL TRADE COMMISSION ACT

Docket C-3492. Complaint, April 12, 1994--Decision, April 12, 1994

This consent order prohibits, among other things, an Illinois-based firm from
making any claims, unless substantiated by competent and reliable scientific
evidence, that any of its products or plastic product additives is degradable,
biodegradable, or photodegradable when disposed of in sanitary landfills, or
that such products or additives offer any environmental benefit compared to
other products when disposed of as trash buried in a sanitary landfill or
incinerated.

Appearances

For the Commission: Michael Dershowitz and C. Lee Peeler.
For the respondent: Scott Roberts, in-house counsel, Decatur, IL.

COMPLAINT

The Federal Trade Commission, having reason to believe that
Archer Daniels Midland Company, a corporation, hereinafter
sometimes referred to as respondent, has violated the provisions of
the Federal Trade Commission Act, and it appearing to the
Commission that a proceeding by it in respect thereof would be in the
public interest, alleges:

PARAGRAPH 1. Respondent Archer Daniels Midland Company
("ADM") is a Delaware corporation with its office and principal
place of business located at 4666 Faries Parkway, Decatur, Illinois.

PAR. 2. Respondent has advertised, offered for sale, sold, and
distributed its cornstarch plastic additive product for use in such
consumer plastic products as grocery bags, lawn and trash bags, and
disposable diapers, under the trade names "ADM Master Batch" and
"Polyclean."

PAR. 3. The acts or practices of respondent alleged in this
complaint have been in or affecting commerce, as "commerce" is
defined in the Federal Trade Commission Act.
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PAR. 4. Respondent has disseminated or has caused to be
disseminated television broadcast advertisements, radio advertise-
ments, and promotional materials for its cornstarch plastic additive
product, including, but not necessarily limited to, the attached
Exhibits A through F.

An aforesaid television advertisement (Exhibit A -- photo board)
contains the following claims, among others:

Plastic: Durable, versatile, economical, functional. And now, thanks to a special
corn starch that starts breaking the plastic down in just a matter of months, ...
biodegradable. ADM. Supermarket to the world.

ENVIRONMENTALLY FRIENDLY.

Exhibit A visually depicts plastic products being thrown away into a
trash barrel and then disappearing.

Another television advertisement (Exhibit B -- photo board)
contains the following claims, among others:

Plastic: Durable, versatile, economical, functional. And now, thanks to a special
corn starch that breaks it down to humus in approximately two years, ... degradable.
ADM. Supermarket to the world.

ENVIRONMENTALLY FRIENDLY.

Exhibit B visually depicts plastic products being thrown away into a
trash barrel and then disappearing.

Another television advertisement (Exhibit C -- description of the
video with a transcription of the audio) contains the following claims,
among others:

The plastic we throw away today will still be here three to four hundred years from
now. And Americans throw away ten billion pounds of it -- enough to build a
mountain as high as Pike's Peak every year. Fortunately, an answer already exists.
It's a special corn starch that causes plastic to begin to degrade in as little as six
months. Giving us something else to leave the people of the future besides our
plastic.

This television advertisement depicts mounds of plastic being added
to the trash in a landfill.
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Another television advertisement (Exhibit D -- description of the
video with a transcription of the audio) contains the following claims,
among others:

The plastic you throw away today will still be here three to four hundred years from
now. And Americans throw away 10 billion pounds of it every year. That's the bad
news. Now the good news. Recently a special corn starch was introduced that
causes plastic to begin to degrade in as little as six months. Isn't it funny how a
little bit of good news can make the bad news just disappear?

This television advertisement depicts plastic products being thrown
away into a trash barrel and then disappearing.

An aforesaid radio advertisement (Exhibit E -- transcript)
contains the following claims, among others:

Last year, America produced 3 times as much plastic as it did just 20 years ago.
And while plastics are certainly convenient and economical, it can take hundreds
of years for them to degrade. In landfills that are already filled to overflowing.
Which is why a new product from ADM holds such promise. It's a special corn
starch additive that when added to plastic, causes it to start breaking down in just
a matter of months. Grocery bags, lawn and trash bags, even disposable diapers
made with this new biodegradable technology are available right now.

An aforesaid piece of promotional material (Exhibit F) contains
the following claims, among others:

ADM Master Batch greatly speeds up the degradation process.

Buried in a sanitary landfill, polyethylene film will last indefinitely. Preliminary
studies indicate that polyethylene films made with ADM Master Batch, on the other
hand, will degrade in just six months to two years.

PAR. 5. Through the statements referred to in paragraph four and
others in advertisements not specifically set forth herein, respondent
has represented, directly or by implication, that:

1. Compared to other plastic products, plastic products contain-
ing ADM's cornstarch additive offer a significant environmental
benefit when consumers dispose of them as trash that is buried in a
landfill.

2. A few months after disposal as trash in a landfill, plastic
products containing ADM's cornstarch additive will begin to break
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down, biodegrade, and then disappear in a reasonably short period of
time.

3. Plastic products containing ADM's cornstarch additive will
break down, biodegrade, and disappear significantly faster than other
plastic products after consumers dispose of them as trash that is
buried in landfills.

4. Plastic products containing ADM's cornstarch additive will
degrade in a landfill in a short enough period of time to significantly
reduce the amount of garbage in landfills.

PAR. 6. Through the statements referred to in paragraph four in
promotional material (Exhibit F), and others in promotional materials
not specifically set forth herein, respondent has represented, directly
or by implication, that plastic products containing ADM's cornstarch
additive will degrade in a landfill in six months to two years, while
other plastic products will last indefinitely in a landfill.

PAR. 7. Through the statements and representations referred to
in paragraphs five and six, respondent has represented, directly or by
implication, that at the time it made such representations, respondent
possessed and relied upon a reasonable basis for such representations.

PAR. 8. In truth and in fact, at the time respondent made the
representations referred to in paragraphs five and six, respondent did
not possess and rely upon a reasonable basis for such representations.
Therefore, the representation set forth in paragraph seven was, and is,
false and misleading.

PAR. 9. The acts and practices of respondent as alleged in this
complaint constitute unfair or deceptive acts or practices in/or
affecting commerce in violation of Section 5(a) of the Federal Trade
Commission Act.

Commissioner Starek not participating
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EXHIBITC
TELEVISION MW JOB NO ADC-8021-B Rev. #9
STATION QADM8012
PROGRAM “Monuments of the Past”
CLIENT ADM Corporate
TIME :60
AS PRODUCED:
VIDEO AUDIO

SHOW A SERIES OF MONU-
MENTS OF THE PAST. (SPHINX,
PARTHENON, TAJ] MAHAL,
EILFFEL TOWER AND GREAT
WALL OF CHINA.)

CAMERA PANS “MOUNTAINS”...

WE HEAR A BULLDOZER &
SUDDENLY SEE HUGE MOUND
OF PLASTICS BEING ADDED TO
THIS “MOUNTAIN.”

SUN BURSTS OVER PIKE’S
PEAK

PAN OVER MOUNTAINS.

BEAUTIFUL MOUNTAIN LAKE
WITH FLY FISHERMAN.
LOGO SUPER

ANNCR: If a civilization is remem-
bered for the monuments it leaves to
the future, what will we be remem-
bered for?

The plastic we throw away today
will still be here three to four
hundred years from now.

And Americans throw away ten
billion pounds of it--enough to build
a mountain as high as Pike’s Peak
every year.

Fortunately, an answer already
exists. It’s a special corn starch that
causes plastics to begin to degrade in
as little as six months.

Giving us something else to leave
the people of the future besides our
plastic.
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AS PRODUCED:

VIDEO

POLYETHYLENE MATERIALS
FALLING SLO-MO INTO
BARREL.

MORE AND MORE MATERIALS
FALLING.

THEY OVERFLOW INTO A
HEAP.
THE “HEAP” DISSOLVES.

ONLY THE BARREL REMAINS.

LOGO: SUPERS
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XHIBITD

JOB NO ADC-8037-B Rev. #7
STATION QADMS8011
PROGRAM “Good News”
CLIENT ADM Corporate
TIME :30

AUDIO

ANNCR: The plastic you throw
away today will still be here three to
four hundred years from now.

And Americans throw away 10.
billion pounds of it every year.

That’s the bad news.

Now the good news.

Recently a special corn starch was
introduced that causes plastic to
degrade in as little as six months.
Isn’t it funny how a little bit of good

news can make the bad news just
disappear?
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EXHIBITE

RADIO MW JOB NO ADC-9021-B6 Rev. #6
STATION ADC9049
PROGRAM Degradable Plastic-
“Plastics”
CLIENT ADM Corporate
TIME :60

FOR RECORDING

ANNCR: In the 1967 film, “The Graduate,” Dustin Hoffman was given some
shrewd career-planning advice. In a word, “plastics.”

ANNCR: How prophetic that advice turned out to be. Last year, America produced
3 times as much plastic as it did just 20 years ago. And while plastics are certainly
convenient and economical, it can take hundreds of years for them to degrade. In
landfills that are already filled to overflowing. Which is why a new product from
ADM holds such promise. It’s a special corn starch additive that when added to
plastic, causes it to start breaking down in just a matter of months. Grocery bags,
lawn and trash bags, even disposable diapers made with this new biodegradable
technology are available right now. And with other products on the way, the future
of plastics appears brighter than ever.

ANNCR: The Archer Daniels Midland Company. Supermarket to the world.
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DECISION AND ORDER

The Federal Trade Commission having initiated an investigation
of certain acts and practices of the respondent named in the caption
hereof, and the respondent having been furnished thereafter with a
copy of a draft complaint which the Bureau of Consumer Protection
proposed to present to the Commission for its consideration and
which, if issued by the Commission, would charge respondent with
violation of the Federal Trade Commission Act; and

The respondent and counsel for the Commission having thereafter
executed an agreement containing a consent order, an admission by
the respondent of all the jurisdictional facts set forth in the aforesaid
draft complaint, a statement that the signing of said agreement is for
settlement purposes only and does not constitute an admission by
respondent that the law has been violated as alleged in such
complaint, and waivers and other provisions as required by the
Commission's Rules; and

The Commission having thereafter considered the matter and
having determined that it had reason to believe that the respondent
has violated the Act, and that complaint should issue stating its
charges in that respect, and having thereupon accepted the executed
consent agreement and placed such agreement on the public record
for a period of sixty (60) days, and having duly considered the
comments filed thereafter by interested persons pursuant to Section
2.34 of its Rules, now in further conformity with the procedure
prescribed in Section 2.34 of its Rules, the Commission hereby
makes the following jurisdictional findings and enters the following
order:

1. Respondent Archer Daniels Midland Company is a
corporation organized, existing, and doing business under and by
virtue of the laws of the State of Delaware. Archer Daniels Midland
Company has its offices and principal place of business at 4666
Faries Parkway, Decatur, Illinois.

2. The Federal Trade Commission has jurisdiction of the subject
matter of this proceeding and of the respondent and the proceeding
is in the public interest.
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DEFINITIONS
For purposes of this order, the following definitions shall apply:

“Archer Daniels Midland product” means any plastic product or
any plastic product that contains the plastic product additive defined
below, that is advertised, offered for sale, sold, or distributed to the
public by respondent, its successors and assigns; and also means any
plastic product or any plastic product that contains the plastic product
additive defined below, that is offered for sale, sold, or distributed to
the public by third parties under private labeling agreements with
respondent, its successors and assigns.

“Plastic product additive” means “Polyclean,” “ADM Master
Batch,” or any other ingredient added to plastic that is advertised,
offered for sale, sold, or distributed to the public by respondent, its
successors and assigns; and also means any such ingredient that is
offered for sale, sold, or distributed to the public by third parties
under licensing or other agreements with respondent, its successors
and assigns.

L

A. It is ordered, That respondent Archer Daniels Midland
Company, a corporation, its successors and assigns and its officers,
and respondent's representatives, agents, and employees, directly or
through any corporation, subsidiary, division, or other device, in
connection with the advertising, labeling, offering for sale, sale, or
distribution of any Archer Daniels Midland product or plastic product
additive in or affecting commerce, as "commerce” is defined in the
Federal Trade Commission Act, do forthwith cease and desist from
representing, directly or by implication, by words, depictions, or
symbols:

(1) That any Archer Daniels Midland product or plastic product
additive is "degradable,” "biodegradable,” or "photodegradable”
when disposed of in a sanitary landfill; or,

(2) Through the use of such terms as "degradable,” "bio-
degradable," "photodegradable," or any substantially similar term or
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expression, that any such product or any such product containing
such additive offers any environmental benefit compared to other
products when consumers dispose of them as trash that is buried in
a sanitary landfill or incinerated,

unless at the time of making such representation, respondent
.possesses and relies upon a reasonable basis, consisting of competent
and reliable scientific evidence that substantiates such representation.
To the extent such evidence of a reasonable basis consists of
scientific or professional tests, analyses, research, studies, or any
other evidence based on expertise of professionals in the relevant
area, such evidence shall be "competent and reliable” only if those
tests, analyses, research, studies, or other evidence are conducted and
evaluated in an objective manner by persons qualified to do so, and
using procedures generally accepted in the profession to yield
accurate and reliable results.

B. Provided, however, respondent will not be in violation of this
order, in connection with the advertising, labeling, offering for sale,
sale, or distribution of any Archer Daniels Midland product or plastic
product additive, if it truthfully represents that such products or such
additives are designed to degrade or break down and become part of
usable compost, when disposed of in programs or facilities that
collect yard waste or municipal solid waste for composting (that is,
the accelerated breakdown of waste into soil-conditioning material),
provided that the labeling of such products or such additives and any
advertising referring to the degradability of such products or such
additives discloses clearly, prominently, and in close proximity to
such representation:

(1) That such products are not designed to effectively degrade in
landfills; and further discloses

(2)(a) In the case of products designed to be disposed of in yard
waste composting programs, that such programs may not be available
in the consumer's area; or, in the case of products designed to be
disposed of in municipal solid waste composting facilities, that such
facilities are generally unavailable in the U.S., or

(2)(b) Depending upon whether the product is designed to be
disposed of in yard waste composting programs, or municipal solid
waste composting facilities, the approximate percentage of the U.S.
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population having access to yard waste composting programs, or
having access to municipal solid waste composting facilities.

Provided further, that the disclosures contained in (2)(a) and
(2)(b) above need not be made in advertising or on product labels if
such products or additives are distributed and advertised only to
consumers residing in areas served by yard waste composting
programs or municipal solid waste facilities (e.g., Southeastern
Oakland County Resource Recovery Authority (SOCRRA)
composting program).

For purposes of this provision, a disclosure elsewhere on the
product package shall be deemed to be "in close proximity"to such
terms if there is a clear and conspicuous cross-reference to the
disclosure. The use of an asterisk or other symbol shall not constitute
a clear and conspicuous cross-reference. A cross reference shall be
deemed clear and conspicuous if it is of sufficient prominence to be
readily noticeable and readable by the prospective purchaser when
examining the principal display panel of the package. The principal
display panel of the package is that part of the package that faces the
consumer when presented under normal and customary conditions of
display for retail sale.

If the advertising and labeling of any Archer Daniels Midland
product or plastic product additive otherwise complies with Subpart
A of Part I of this order, respondent will not be in violation of this
order if it does not make the disclosures in this proviso (Subpart B).

II.

It is further ordered, That respondent Archer Daniels Midland
Company, a corporation, its successors and assigns, and its officers,
and respondent's representatives, agents, and employees, directly or
through any corporation, subsidiary, division, or other device, in
connection with the advertising, labeling, offering for sale, sale, or
distribution of any Archer Daniels Midland product or plastic product
additive in or affecting commerce, as "commerce” is defined in the
Federal Trade Commission Act, do forthwith cease and desist from
representing, directly or by implication, by words, depictions, or
symbols, that any Archer Daniels Midland product or plastic product
additive is "Environmentally Friendly" or offers any environmental
benefit, unless at the time of making such representation, respondent
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possesses and relies upon a reasonable basis, consisting of competent
and reliable evidence that substantiates such representation. To the
extent such evidence of a reasonable basis consists of scientific or
professional tests, analyses, research, studies, or any other evidence
based on expertise of professionals in the relevant area, such
evidence shall be "competent and reliable" only if those tests,
analyses, research, studies, or other evidence are conducted and
evaluated in an objective manner by persons qualified to do so, and
using procedures generally accepted in the profession to yield
accurate and reliable results.

1.

Nothing in this order shall prevent respondent from using any of
the terms cited in Parts I and II, or substantially similar terms or
expressions, if necessary to comply with any federal rule, regulation,
or law governing the use of such terms in advertising or labeling.

Iv.

It is further ordered, That for three (3) years from the date that
the representations to which they pertain are last disseminated,
respondent shall maintain and upon request make available to the
Federal Trade Commission for inspection and copying:

A. All materials relied upon to substantiate any representation
covered by this order; and

B. All tests, reports, studies, surveys, or other materials in its
possession or control that contradict, qualify, or call into question
such representation or the basis upon which respondent relied for
such representation.

V.

It is further ordered, That respondent shall distribute a copy of
this order within sixty (60) days after service of this order upon it to
each of its operating divisions and to each of its officers, agents,
representatives, or employees engaged in the preparation and
placement of advertisements or other such sales materials covered by
this order.
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It is further ordered, That respondent shall notify the Commission
at least thirty (30) days prior to any proposed change in the
corporation, such as a dissolution, assignment, or sale resulting in the
emergence of a successor corporation, the creation or dissolution of
subsidiaries, or any other change in the corporation which may affect
compliance obligations under this order.

VIIL

It is further ordered that respondent shall, within sixty (60) days
after service of this order upon it, and at such other times as the
Commission may require, file with the Commission a report, in
writing, setting forth in detail the manner and form in which it has
complied with this order.

Commissioner Starek not participating.



