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Dynamic Markets

WE SEE PROMISING POSSIBILITIES FOR GROWTH IN DYNAMIC MARKETS.

e @—

H OW CAN WE CREATE SUCCESS THE WORLD OVER?
By bridging the flexibility of owr unique business model
with the distinct nuances and opportunitics in cach market.

With 20 years of history and operations in 40 countries, we
have garnered tremendous experience in geographic expansion
and in adapting our business model to ﬁt local conditions. We
must continue to focus on our key strengths, adapt our business,
and innovate new strategies to succeed in markets throughout
the world. By building a solid foundation for growth, we can
claim all that each market has to offer.

— @

< [[BRIDGE OF THE AUTUMN MOON |

THIS BEAUTIFUL, CENTURIES-OLD BRIDGE IN CHINA’S HUNAN PROVINCE IS
NAMED THE BRIDGE OF THE AUTUMN MOON. THE CHINESE, LIKE PEOPLE
OF OTHER CULTURES, BELIEVE BRIDGES BRING WORLDS TOGETHER AND
LEAD THOSE WITH VISION TO FIND GREAT SUCCESS.

3 5 6




WE ARE NOW BEGINNING TO CLAIM THE
POTENTIAL WE SAW IN CHINA.

Our expertise in adapting our business model to a market proved essential as we expanded
operations in China in 2003. Chinese regulations did not permit us to implement the direct
selling business model that had generated so

much success for us in surrounding countries.
Undaunted, we saw the opportunity and estab- China has the Pot@ntial to
lished our presence by opening retail stores in
several major cities and employing thousands of rank among thﬁ tOP tl’H"@@
local sales representatives. These efforts formed
the foundation for our future in China. diTC ct's euin g m ark ets in

With a solid foundation in place, we are
leveraging the operational experience we have the world within the next
gained—and are claiming the vast potential that

China offers. We estimate that direct ﬁ-v ¢ years.
selling companies in China gener-
L=

ated approximately $4 billion
in 2004 revenue. We believe China could generate annual industry

revenue of $10 billion within five years, which would make it the
world’s third largest direct selling market.

We are in position to garner our share of the vast potential
in China. Historically, our company has found strong success
in countries with connections to China. Our position in the
direct selling industries of Hong Kong and Taiwan leads us

— P>

[THE DRAGON WINDOW |oo

THIS WINDOW LOOKS OUT FROM THE STATELY LINGYIN TEMPLE NEAR HANGZHOU IN
EASTERN CHINA. MANY WINDOWS IN CHINA PROVIDE A VISION THAT IS MUCH MORE
MEANINGFUL THAN JUST A VIEW OF THE OUTSIDE WORLD. LOOK THROUGH THIS
WINDOW AND YOU WILL SEE A CHINESE DRAGON—A POWERFUL SYMBOL OF GOOD
FORTUNE, PROSPERITY, AND WISDOM.

@

= 6 B

y-

PR "

g E

Y T

",






to believe that we can generate $300 to $500 million in annual revenue in China within
the next five years.

To achieve our potential in China, we will focus on three key initiatives—distributor
leadership development, introduction of Pharmanex® products, and geographic expansion.
We are making progress in our leadership development efforts as we provide an attractive

o~  opportunity based on our generous compensation
structure. Our efforts will enable us to attract new
By the end Of 2005, we leaders while further developing our current sales
leaders in China. We will strengthen our product
expe ctto have op erations offering as we introduce Pharmanex® products and
the Pharmanex® BioPhotonic Scanner in our stores
in app roximate ly 80 during the first half of 2005. Finally, we expect to
open 80 to 100 new stores in 2005. Based on these
projections, we will have operations spread through-

cities throughout China.

out the country in approximately 8o cities by the end

=2 of the year.

In China, we know we are building on uncommon ground. We have harnessed the
unique strengths that the market has to offer, and are now realizing our enormous poten-
tial in this country.

B
[TaE cHINA MAP | o

LEGEND

% STORE LOCATIONS—2003-2004.
PROJECTED STORE LOCATIONS—2005.

RED AREAS—NO STORES AT THE END OF 2004.
SCHEDULED EXPANSION IN 2005.

BLUE AREAS—STORES OPERATING AT THE END OF 2004.

SCHEDULED EXPANSION IN 2005.

WE CURRENTLY OPERATE MORE THAN 120 STORES IN
39 CITIES IN CHINA. TO BUILD A STRONG FOUNDATION
FOR EXPANDED BUSINESS OPERATIONS AND TO REACH
MORE PEOPLE, WE PLAN TO OPEN 80 TO 100 NEW

STORES IN LARGE CITIES THROUGHOUT CHINA IN 2005.
THE MAP ON THE FACING PAGE SHOWS WHERE WE
NOW OPERATE STORES AND WHERE WE PLAN TO OPEN
STORES IN 2005.
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2004 WAS A YEAR OF SOLID GROWTH
AND RICH NEW OPPORTUNITIES.

Our ability to adapt our business model for different regulatory and cultural environments
extends beyond China. There are also significant direct selling opportunities to be found
in Latin America, Eastern Europe, and other parts of Asia. Our efforts to fine-tune our
business model for developing countries are beginning to produce encouraging results.
This is particularly evident in Latin America, where we spent the year making changes
to our management team, product mix, compensation plan, and distribution methods. In
Mexico, for example, fourth quarter 2004 revenue increased more than 121 percent while
the number of new executive distributors grew 149 percent.
We will continue to expand our geographic reach to new markets with tremendous
potential—such as Russia, Indonesia, and India. In Russia, direct selling has grown about
400 percent since 2000. We expect to commence operations in Russia by mid-2006. We
are also positive about our business prospects for Indonesia and anticipate opening this
market in the second half of 2005. The

!'\9
strength of our Asian sales leadership gives

us high expectations that Indonesia will be We are focused on rap],dly

a meaningful market for us.

Our uncommon vision broadens our devgloping markets that

perspective on the world. It allows us to

identify market potential and adapt our Show tremendous Potentlal.

business model to establish a foundation

for growth.

— >

Q@WST.BASIL’S CATHEDRALEH

COMMISSIONED IN 1555 BY THE TSAR, ST. BASIL’S CATHEDRAL HAS STOOD IN MOSCOW FOR
MORE THAN FOUR CENTURIES AS A SYMBOL OF RUSSIA’S STRENGTH AND RICH CULTURAL
HERITAGE. WE SEE GREAT POTENTIAL TO BUILD A SOLID FOUNDATION FOR GROWTH IN

RUSSIA AS WE PREPARE TO COMMENCE OPERATIONS THERE.

— @
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Powerful Solutions

WE CHANNEL STREAMS OF INNOVATION INTO RESERVOIRS OF
COMPELLING PRODUCTS AND BUSINESS OPPORTUNITIES.

E ARE CONSTANTLY FILLING OUR INNOVATION

RESERVOIRS. Our uncommon vision lets us see how key
scientiﬁc advances, consumer needs, and a vibrant distribution
channel can come together to create powerful consumer solutions.
Our global distributor reach, combined with our worldwide
network of scientists and research facilities, gives us tremendous
insight into untappeoi opportunities—and access to the most
advanced techniques and knowledge in our industries. Our
inmovation network is opening the ﬂoodgates to new products and
tools that are revolutionizing the way we do business.

— @

WWTHE FOUNTAINH

WITH MANY STREAMS FLOWING TOGETHER, WE ARE CONSTANTLY
FILLING OUR RESERVOIRS OF INNOVATION. SEE IT FOR YOURSELF. STOP
AND WATCH A FOUNTAIN IN A CITY PLAZA, IN A PARK, OR IN A GARDEN,
AND YOU WILL SEE A POWERFUL SYMBOL OF PERPETUAL RENEWAL.

136




T HE PHARMANEX® BIOPHOTONIC SCANNER GIVES
US A UNIQUE POSITION IN THE NUTRITION INDUSTRY.

When we brought the Pharmanex® BioPhotonic Scanner to the market, we weren't just
introducing a novel invention to the world. We were providing a scientifically validated
tool that would impact our business by changing the way consumers look at their health
and nutrition.

In 1928, an Indian scientist named Chandrasekar Venkat Raman made an important
discovery. He found that certain molecules, when exposed to light at specific wavelengths,
have light-scattering properties. The measurement of these signals is now known in science
as Raman spectroscopy. It has allowed scientists to study the molecular composition of a
wide range of substances. Raman spectroscopy was a scientific breakthrough—so useful
that it earned Sir C. V. Raman the Nobel Prize in 1930.

More than o years later, a team of researchers at a prominent university developed
technology that enabled them to use Raman spectroscopy to measure certain nutrient
levels in human tissue. Pharmanex, in conjunction with the research team, applied that
technology to a proprietary measurement instrument. That instrument, known as the
Pharmanex® BioPhotonic Scanner, uses Raman spectroscopy to measure carotenoid
antioxidant levels in the skin—and is the first non-invasive instrument to provide an

accurate indication of antioxidant levels.

T\ =/

In 2004, the Scanner helped increase the Pharmanex

business by 36 percent in the United States.

— @

[:THE SCANNER:]@»

THE SCANNER IS A POWERFUL SOLUTION THAT
IS UNIQUELY POSITIONED IN THE NUTRITION
INDUSTRY. PHARMANEX DISTRIBUTORS USING
THE SCANNER HAVE A COMPELLING CONSUMER
PROPOSITION. THEY CAN DEMONSTRATE THE
EFFECTIVENESS OF LIFEPAK® BY CHALLENGING
CUSTOMERS TO GET SCANNED TO IDENTIFY THEIR

CURRENT NUTRITIONAL STATUS, TAKE LIFEPAK®
FOR 30 TO 60 DAYS, AND THEN GET SCANNED
AGAIN TO SEE IMPROVEMENT. AND WITH MORE
THAN 1.7 MILLION SCANS IN THE PHARMANEX
DATABASE, WE CAN PROVIDE MEASURABLE PROOF
TO CUSTOMERS THAT LIFEPAK® REALLY WORKS.










We create solutions that
open the way for people

to live better, longer.

With the Scanner, Pharmanex is the only nutritional company that can non-invasively
demonstrate the impact of nutrition on body chemistry. The Scanner’s unique measuring
ability has enabled Pharmanex to attract many more customers to try LifePak® our leading
micronutrient supplement, and enjoy increased health benefits for years to come.

We have leased more than 2,000 Scanner units to our sales leaders, with plans to
have 4,000 in the field by the end of 2005. With the Scanner expansion continuing in
Japan, South Korea, and other markets around the world in 20035, this instrument isan
important component of our growth plans.

Our focus on innovation encompasses not only the tools used to measure our
products, but also the products themselves.

During 2004, a private study was conducted at Indiana University to examine the
health benefits of the Reishi mushroom. Unbeknownst to us, the researchers selected
ReishiMax GLpg a best-selling Pharmanex® product, to use in their study. Their tests
proved that ReishiMax GLpe contained the highest level of active, bioavailable in-
gredients among all of the products tested. More importantly, the researchers found that

o this remarkable product provided significant health
benefits for the study participants. With our un-
yielding commitment to staying on the forefront of
scientific innovation, such results are the norm as
our products are put to the test.

With ReishiMax GLpg we developed a propri-
etary method for extracting more active ingredients
from the Reishi mushroom. This method gives

= ReishiMax GLpe a much higher concentration of

active, bioavailable ingredients. Add the superior cultivation methods of the Reishi
mushroom that go into ReishiMax GLp¢ and we have created an industry-leading
product with compelling consumer benefits.

— D>

Q@WTTHE REISHI MUSHROOM:]

THE REISHI MUSHROOM HAS A LONG AND RICH
HISTORY IN ASIA. FOUND GROWING ONLY ON
THE BARK OF CERTAIN FALLEN TREES IN HIGH
MOUNTAIN FORESTS AND TREASURED FOR ITS
HEALTH BENEFITS, REISHI WAS FOR CENTURIES
AVAILABLE ONLY TO ROYALTY. BUT IN THE EARLY
19705, RESEARCHERS IN JAPAN DEVELOPED

A UNIQUE WAY TO CULTIVATE HIGH-QUALITY
REISHI IN LARGER QUANTITIES. NOW, MANY MORE
PEOPLE CAN ENJOY ITS SUPERB NATURAL BENEFITS.
STILL HIGHLY VALUED IN ASIA AND AROUND THE
WORLD, REISHI IS OFTEN GIVEN AS A GIFT
ACCOMPANIED BY THE PHRASE, “WE WISH YOU A
LONG AND HEALTHY LIFE”

— e
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ReishiMax GLp® is just another example of the many products we make that have
been demonstrated to be effective by peer-reviewed clinical studies. In 2004 alone,
Pharmanexe products were part of nine human clinical studies, 28 experimental studies,
and 19 scientific publications.

Nu Skin also thrives in the world of innovation. The Nu Skine Tri-Phasic White™
System was launched in Japan at our November 2004 convention. The Nu Skin®
Tri-Phasic White™ System is the only skin brightening system designed to target all
three phases of the skin discoloration process—activation, synthesis, and expression—to
enhance skin brightness and produce an even skin tone. Leveraging advanced skin care
science and the tremendous popularity of skin brightening systems in Japan, the Nu Skine
Tri-Phasic White™ System has the potential to be a significant revenue generator in
the coming years.

We see a productive innovation network before us—enabling us to locate and develop
compelling products and tools that provide powerful consumer solutions. We see tremendous
potential in combining diverse sources to address important market needs and attracting
people to our innovative products—and the opportunities they represent.

TR =/

The Nu Skin® Tri-Phasic White™ System has the

potential to be a signiﬁ'cant revenue generator in the

coming years.

— e

lETHE NU SKINe® TRI-PHASIC WHITE™ SYSTEM 2] <

NU SKIN SCIENTISTS COMBINED SAFE, BENEFICIAL INGREDIENTS IN WAYS THAT ADDRESS
ALL THREE PHASES OF THE SKIN DISCOLORATION PROCESS—AND HELP RESTORE RADIANT,
EVEN TONED SKIN. THE SCIENCE AND WISDOM USED IN CREATING EACH TRI-PHASIC WHITE™
PRODUCT PUTS THIS SKIN BRIGHTENING SYSTEM IN A CLASS BY ITSELF.

— >
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Greater Profitability

OUR SIGHTS ARE SET ON IMPROVING SHAREHOLDER VALUE BY
DELIVERING SUSTAINED DOUBLE-DIGIT EARNINGS PER SHARE GROWTH.

e @—

N ORDER TO INCREASE SHAREHOLDER VALUE, we must

continuallyimprove our business practices. This is why we have
a goal to increase our operating margin to 14-15 percent over the
next five years as we grow our revenue. To achieve this goal, we will
improve processes, increase operating efficiencies, and invest our
cash wisely to drive proﬁtability and increase shareholder value.

SO

<« [[THE WATER WHEEL |

THIS NORIA-STYLE WATER WHEEL IS A SIMPLE YET POWERFUL SYMBOL OF
EFFICIENCY. BASED ON DESIGNS DEVELOPED BY THE ANCIENT PERSIANS, THIS
WHEEL USES THE STRONG FLOW OF A RIVER OR CANAL TO TURN ITSELF—ALL
THE WHILE LIFTING WATER OUT OF THE STREAM TO SUPPLY AN AQUEDUCT. THE
FRESH WATER IS THEN DIVERTED DOWN SMALLER CHANNELS TO SATISFY MANY
OF THE WATER NEEDS OF AN ENTIRE COMMUNITY.

= 216
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WE ARE FOCUSED ON GENERATING
INCREASED PROFITABILITY.

We are focusing our efforts on three key areas to achieve our profitability target. Our first
area of focus is to reduce product costs by bringing additional manufacturing in-house. In
establishing our operations in China, we built manufacturing facilities to meet regulatory
guidelines. Our experience to date has been positive—realizing significant savings on
products we manufacture for our China business. We have a state-of-the-art manufacturing
facility located just outside of Shanghai that is producing our personal care products. And
we are putting the finishing touches on a new extraction and encapsulation plant for our
nutritional product line.

Because of cost efficiencies in China, we are able to employ extensive quality
processes and enjoy significant manufacturing flexibility at less than our historical
cost. We are currently planning the construction of an additional facility in China
that will have sufficient capacity to enable us to export our nutritional products. As
aresult, we can realize significant reductions in product costs in the future.

Our second area of focus is to further improve our operational efficiencies. As we
have focused more attention on improving distributor and customer retention, we have
seen significant increases in our product sub-

=/
scription programs. Customers who establish

In December 200 4, We ﬁ”@d product subscription orders generally remain

active longer than customers who do not. In
appro rimat Cly 370,000 addition to improving retention, we are expe-

riencing improved efficiencies by reducing order
processing costs on each order. In December

product subscription orders.

2004, we filled approximately 370,000 product

SN .. .
subscription orders, representing 31 percent of

December’s revenue. We expect that percentage to grow to 3540 percent in 2005. We
are confident that we can continue to leverage our subscription and Internet ordering
programs to enhance efficiency and improve our operating margins.

=922
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Finally, we are focusing our attention on breaking even in our unprofitable markets
in Latin Americaand Europe. While local profitability in our larger markets is consistently
healthy, these smaller markets in Latin America and Europe have negatively impacted
our earnings per share in the last several years. In 2004, we made adjustments in the
form of value-oriented product lines, compensation plan changes, and new management
in these markets to drive revenue and improve margins. Now that these changes are in
place, we believe we have established a pathway to

] profitability. We see great potential in these smaller
From 2001 through markets and are confident that they can and will be
fruitful assets to our continued growth.
2004, we improved Our business model generates healthy cash flow.
In 2004, we generated $130 million of cash flow from
sharcholder value by operations. Our capital expenditures are directed
toward building revenue and profitability within our
Payin g $ 33 6 m}”u)n markets. We invest cash wisely in promising growth
opportunities.
n th@ form of ca Sh Having demonstrated a positive impact in the
United States, we are using our cash to deploy the
dwwl en d san d sto Ck Pharmanexe BioPhotonic Scanner program globally.
During 2005, we will invest $10 to $15 million to
repur Ch ases. double the number of Scanners in our markets around
o the world.

Likewise, we are preparing to open 80 to 100 more
stores in China in 2005, representing a $4 to $6 million investment. The construction of
margin-improving manufacturing facilities in China will require $15 to $20 million of
capital in the next two years.

Most significantly, we use our cash to build shareholder value. From 2001 through
2004, we paid $81 million in dividends and repurchased $255 million of stock.

We are committed to delivering sustained double-digit earnings growth in the
years to come. By enhancing manufacturing efficiencies, reaching profitability in small
markets, and returning cash to shareholders, we believe we can consistently improve
shareholder value.

=) 24 B2
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To Our Shareholders

e —

For Nu Skin Enterprises, 2004 was a remarkable year. In our 20th year of operations
the company achieved several key milestones, including the generation of more than
$1 billion in revenue, with many of our most mature markets posting the strongest
revenue gains.

Revenue of $1.14 billion represented 15 percent revenue growth for the year, with
earnings per share increasing 26 percent, or 19 percent excluding a one-time restructuring
charge in 2003. Our return on invested capital improved 270 basis points in 2004 to
more than 18 percent. And our average days of inventory on hand was reduced by 14
daysin 2004.

We are proud of our operational results and are pleased that our stock price has
responded favorably. In fact, our stock price improved 49 percent in 2004. We were
gratified to be recognized by the Wall Street Journal in its annual “Best Performers” summary
as the number one performing NYSE stock in the personal care category for not only 2004,
but also for the last three- and five-year periods, generating compounded annual growth
of 25 percent for the last five years.

Our growth initiatives are paying off. We surpassed one million people scanned with
the Pharmanexe BioPhotonic Scanner in 2004, leading to 29 percent of our total revenue
being generated through our product subscription programs. With 147 percent growth
in our product subscription orders since January 2003, we ended the year with nearly
370,000 orders shipped in December on a subscription basis. The prospect of having at
least one million subscription customers is a realistic objective in the next few years.

=9 27 =




The year also marked the achievement of the goals outlined in our 2003 annual report.
In fact, we either met or exceeded each of the six objectives we established for 2004. We
accomplished our first objective by BUILDING MOMENTUM IN OUR JAPAN BUSINESS. Although
it took us longer than we had hoped to achieve this goal, in the fourth quarter we posted a
strong improvement in revenue trends as well as in our key leading distributor metrics. The
launch of the Scanner in November and modifications made in our distributor incentives
have proven to be effective catalysts to returning positive trends to our Japan business,
which we expect to continue in 200s5.

We had a great year in Mainland China. Our growth, however, slowed during the
second half of the year as we worked through new market dynamics and dealt with a
changing regulatory environment. We believe, however, that our business fundamentals
are much stronger at the end of the year than they were at the first of the year and that
we are poised for renewed sequential quarterly growth in 2005. OUR SECOND GOAL FOR
THE YEAR WAS TO DOUBLE CHINA REVENUE IN 2004. WE FAR SURPASSED THIS TARGET,
GROWING REVENUE 179 PERCENT FROM $38 TO $106 MILLION.

IN THE UNITED STATES WE POSTED 33 PERCENT REVENUE GROWTH IN OUR COMBINED
NU SKIN AND PHARMANEX BUSINESS, WHICH EXCEEDED OUR STATED GOAL OF 20 PERCENT
GROWTH. The Scanner, coupled with emphasis on distributor and customer retention, was
key to achieving our target in the United States.

ANOTHER OF OUR 2004 GOALS WAS TO REFINE A BUSINESS MODEL FOR EMERGING
MARKETS LIKE LATIN AMERICA AND EASTERN EUROPE, WHERE WE HAVE NOT YET SEEN
SATISFACTORY LEVELS OF SUCCESS. Changes to our business model in Latin America
included a new product line, revised distributor incentives, and new local management.
While all of our Latin American business improved in 2004, we generated the most
improvement in Mexico, a very large direct selling market. During the fourth quarter,
revenue in Mexico was up 121 percent over the prior-year period. Even more encouraging
was to see one of our early success indicators: our executive distributor count up 149

[REVENUE GrOwWTH |

(1IN MILLIONS)

$1,138
$964 $986
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percent in the market. And at the close of the year, we had more people in qualification
to become executive distributors than ever before.

In addition to specific revenue goals for our largest markets, OUR FIFTH GOAL WAS
TO GROW REVENUE IN ALL OF OUR OTHER MARKETS. We are pleased to report that of the
34 markets that were open at the end of 2003, 28 of them posted year-over-year local
currency revenue growth in 2004.

THE FINAL GOAL FOR 2004 WAS TO IMPROVE DISTRIBUTOR AND CUSTOMER RETENTION.
Again, we generated great results in this area. Traditionally, direct selling companies are
better at attracting new customers and distributors than in retaining these individuals
for an extended period of time. Our subscription programs are having a dramatic,
positive impact on retention. For example, in Hong Kong and Taiwan, where we focused
heavily on retention efforts, our six-month distributor retention rates have nearly
doubled to more than 60 percent in the past 18 months.

Although we are proud of our efforts in 2004, we begin the new year with renewed
enthusiasm and a clear vision for continued growth. Our goal is to become the world’s
leading direct selling company. We will reach this goal when we are generating more
commission dollars for our sales leaders than any other company in the world generates
for their sales leaders. And as we move forward to achieve this objective, our shareholders
will be well rewarded.

The foundation for a great 2005 requires a solid performance in each of our key
geographies—]Japan, China, and the United States. INJAPAN, OUR LARGEST MARKET, WE
NEED TO POST LOCAL CURRENCY REVENUE GROWTH. To achieve this goal we must con-
tinue to effectively execute the Scanner rollout. Based on results since November, we
are optimistic that this initiative will yield the desired target. Our Scanner push is
directly tied to increases in our subscription customer base and improved customer and
distributor retention. Our target is to increase our global subscriber base 36 percent
and to have 500,000 subscribers by year end.

[EARNINGS PER SHARE GROWTH |
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A great 2005 also requires SEQUENTIAL QUARTERLY REVENUE GROWTH IN CHINA
AS WE MOVE TOWARD NEW REGULATIONS AND HOPEFULLY DIRECT SELLER STATUS THERE.
While the timeline for the new regulations remains unclear, we expect the regulatory
climate to improve in China as the year progresses, and the landscape to become better
defined. We are confident that China will become one of the world’s largest markets
for direct sellers. And we’re confident that we will begin to realize our potential in
the next few years. In the meantime, we are launching key products from our Pharmanex
line as well as the Scanner in our stores during the first half of 2005. We anticipate
that the new direct selling regulations will require a certain number of stores in each
province to qualify for a direct selling license. We intend to get a head start on this
requirement by extending our geographic reach. We will add 8o to 100 stores in new
cities and provinces as well as in current cities.

We anticipate continued growth in the United States in 2005 and beyond. Our
expectation is for the United States to be a $200 million per year market for us within
two years. IN 2005, WE EXPECT TO DELIVER MID- TO HIGH-TEENS REVENUE GROWTH
by equipping our distributors with the support and materials they need to keep the
Scanner central to their business building efforts. In addition, we will continue to
innovate in our product offerings and within our business model to reach the direct
selling market share we are capable of gaining in the United States.

2005 WILL ALSO SEE US REACH INTO NEW GEOGRAPHIC MARKETS. Although Indonesia
is very much a developing economy, we expect it to make a meaningful contribution to
our top line in its first year of operations. We anticipate opening this market in the
second half of 2005. We continue to consider Eastern European markets. We recently
opened Israel and Hungary with a view to leveraging human resources in these markets
throughout Eastern Europe. Russia, in particular, holds great potential for direct sellers.
Down the road, we expect India to also be a significant market for us.
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We are very optimistic about the work being done within each of our divisions on
new products and services. In the upcoming months you will see us take bold steps toward
accomplishing our objective to become the world’s leading direct selling company with
significant new product introductions and continued enhancements to the way we motivate
our distributors. Direct selling is a dynamic and growing channel and we are focused on
remaining the innovation leader within this industry.

In 2005 we expect to see continued revenue growth, resulting in double-digit
earnings per share growth. By the end of the year we expect to have more than
one million active distributors, 35,000 executive distributors, and 500,000 monthly
subscription orders.

As we look beyond 2005 we see a very bright future for the company and our
shareholders. Our goal is to become the world’s leading direct selling company. Our ability
to reach this level of success rests upon three key factors: 1) developing solid distributor
leaders by continuing to attract and retain the highest caliber sales force in the direct
selling industry; 2) continuing to be innovative in our product offerings and direct selling
business model; and 3) investing our cash wisely to increase revenue growth and drive
improved profitabﬂity.

Ours is a unique business that requires uncommon vision. A world of opportunity
lies right before our eyes. Today, our greatest challenge is focusing our vision and our
energy on the elements that will enable us to reach our potential. We are committed to
doing just that. Our management team and our sales leaders in each of our markets share
this uncommon vision—a vision that will enable our company to continue to succeed in
dynamic markets around the world. We hope you see what we see, and believe as we
do—that our journey has just begun.

@tﬁ. Ww(lm/

Blake M. Roney, Chairman M. Truman Hunt, President and CEO
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