FiINAL TRANSCRIPT

ftﬂay. 04. 2006 / 11:00AM, HLF - 411 2006 HERBALIFE LTD Earnings Conference Calt

Rich Goudis - Herbalife - CFO

Let me take the first part, then I'lt hand it over to Greg for the second, Scott, As it relates to the retention numbers, as you know,
we only have the re-qualification period once a year and that's when its meaningful to talk about the re-qualification and share
those statistics. So we'll remind you of those in future quarters, but they won't change until this time again next year,

With that, let me pass it over to Greg to answer the second part.

Greq Probert - Herbalife - President, coo

Yes, Scott, We talk a lot about the three R's and one of the things that we're discovering is something that we're actually now
starting to call the Virtuous Circle and that's really how the three R's interact. And you can think of them as a linear relationship
or you can think of themasa circular interactive, and we tend to look at them as a circular interactive relationship.

And what that means is goed customer care, good products, good prices, good vetailing builds long-term customers. Long-term
customers then build long-term distributors, because if you have a customer base where you'Te eaming money you'll stay
fonger as a distributor. Please leave multilevel and direct selling because they don't make enough money for the amount of
time they putin.

That, in turn, makes it easy to recruit new distributors because you have good examples of return an time and that, in turn,
brings in new customers. Those customers stay long-term and they bring you out. So it's a Virtuous Circle that feeds on itself.
And what we're seeing is that alt three of those things are working very well at Herbalife and | think one of the key learnings
we've made over the past few years is that we reaily need to keep a proper balance betwean recruiting, retailing, and retention.

And if you look at last year, a significant amount of our growth last year and the first part of this year is due to all three of thase
metrics improving across the Company.

Scott VanWinkte - Canaccord Adams - Analyst

Thanks. Hey, Rich, one other question. You're going to be net debt kind of free by the end of this year, When do pay a dividend
or you build a fittie forward in case you geta couple small product acquisitions out there?

Rich Goudis - Herbalife - CFO

Well, we may be net debt at zero at the end of this guarter, Scott, with the amount of cash that we generate. But we continue
to'be prudent about paying off our term facility. | mean, our net debt right now is $30 mitlion, right, and I think last year we paid
off about that in the second quarter. :

We are evaluating our capital strategy fight now and we are listening to people, a lot of our investors, as what to do, what to
deploy of say the excess cash that's outside the needs identified in our five-year planning process. Additianally, 1 think in our
last call we taiked about our product strategy being that of buy, borrow, or build and the buy is very imporiantio us.

And we have a smali group here that we've just established in the fast six months to start to get cut there and put the shingle
out there, That let's people know that Herbalife's in the business of looking at products for acquisition purposes, whetherit's a
product or 1P, to heip strengthen the jine, to extend the line not only here inthe U5, but more importantly abroad, where 80%
of our business lies, So if you have great ideas, bring them to us.
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Scott VanWinkle - Canaccord Adams - Analyst

Okay. Thank you.

Operator

Javier Escalante from Morgan Stanley Dean Witter.

Javier Escalante - Morgan Stanjey Dean Witter - Analyst

Good morning, everyone, a couple of questions, one general with regards to statistics about distributor attendance and number
of distributor meetings in the quarter. Fm not sure whether you: have that available with you now. But | would like to, if you
could, if you can talk about this first quarter, the number of meetings and attendance levels, what you have planned for the
second quarter and how that compares with the base period,

Rich Goudis - Herbalife - CFO

F think Michael shared with you that we saw 45,000 distributor in the first quarter and we expect, in the second quarter, and
let’s even ga a little beyond it through the July period, we expect to see well over 50,000 distributors in that period. And | think
that compares very favorably and Fif give you a snapshot.

Two years ago, the last time we had a North America Extravaganza in Nashville, | think we saw about 8,000 distributors and
we're expacting upwards of about 13,000 in Las Vegas this year. 50, anacdotally, where we see a lot strong attendance typically

volume follows.

I'll pass it over to Michael.

Michael G, Johnson - Herbalife - CFO

Well, | would, just on echoing Rich's comments is that we, through this summer, are going to see really tens of thousands of
distributors between Bangkok, Thailand, between Athens, Greece, between Las Vegas and there's a variety of events that'll be
taking place in other market sectors, In Latin America and Asia, what we call the World Team Schools and our SPO training.

Sowhen we talk about number of distributors that we see, thisis a big stage event. The number of distributors who are attending
events is in the hundreds of thousands and that's a huge uptick in what's been happening in the Company over the last three
years. It's continuing to escalate. Each event is getting larger. This is some of the stuff we spoke about in cur fourth quarter last
year, that our events got a little farger than we anticipated and cost us a little more meney,

We're trying to really get a firmer fix on the number of people that come or earlier subscription to these events, We're selling
tickets earlier, We're doing cutoff dates so we get a hetter understanding of how rrany people are coming, what our real costs
are and we have, in Europe alone, made Spectacutars in | don't know. How many countries do we have them going?

Rich Goudis - Herbalife - CFO

Almost every country.
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fichael O. Johnsor - Herbalife - CEC

In every country we have a Spectacular going in Europe. S0 we'll have anywhera from 2,000 to 3,000 people in every single
marketplace in Europe, o0 top of that in Athens, Greace. 50 these events are important.

Because they're cbviously the opportunities for peopleto dothe three /s, {0 recruit, o bring people to them, 10 retain because
they see the opportunity there and they wili learn ways to build their business and to selithe products more effectively and 10
build down-line and obviously to retail the products,

Because alot of the focus in aur last meetings have heen on building a custorher base,a sustained customer, long-term customer
care, working with personal weliness. And somebody who can sit down and talk to you about your nutrition needs, as weli as
how do 1 get involved in some type of Customer Club, These have become more — they're st highly emotional, but they're
becoming more and more tactical as time goes on and that's impartant for distributors to see other distributors who are

successful.

Jjavier Escalante - Morgan Stanley Dean Witter ‘Ahalysr

And do you guys pelieve, for instance the attendance is up; is this a leading indicator of how things are going to turn outfora
couple of quarters down the road? Or is it more kind of like the impact of the higher attendance hasto do more with how you
hhe sates number ina given guarter?

explain how you got ot

Michael 0. Johnsot - Herbalife - CEO

well, | think it carrelates very closely to volume in the near-term. As more distributors come to these people, get enthusiastic
and made an investment to come o these meetings . And so they're investing in their business in that, 1o the level of the -
investrnent that they've braught to bring themselves there and that's usuaily an indication that these people are committed
in trying to figure out how to buitd a stronger base and bigger business. Greg?

Greg Probert- Herbalife - President, cco

Yes, Javier, o puta little bit rnore meaton the bone from Mich ael's comments, ifyou loolkat last year, we had our 25th anniversary
in Atlanta. We had roughly 35,000 o1 5O people attend that, whichis unusual for us, because we normally do regional. The year
before that we had three regional Extravaganzas. '

This year we'e having six Extravaganzas. 5o the North America one is Jsn't big enough, 50 we now have one in Mexico by itself.
We have onein Brazil. We have one in the rest of the Spanish—speaking south America, Europe and Asia-Pacific. So in those six
events we're going see 70,000 to 75,000 people.

And what it doesisit {eils you, one, that many peopie corning, they're very excited about the business. Their business jsup and
i's a lot of new people 10 have coming into the Company, 50 that's an indication of past performance. Coming out of the
meetings they're very rmotivated, so that's 2 good indication of future performance.

$o | think it's both. fthinkit's botha traiting and a leading indicator,

Rich Goudis - Herbalife - CFC

T1avier, fwould add on top of those Extravaganzas, in the first quarter that we trained over 16,000 peoplein Nutrition Clubs. That
compares 10 apout 22,000 trained all of fast year. 5 in addition to the Extravaganzas, We have separate initiatives underway
driving training in great concepts fike Nutrition Clubs.

Www.streetevents.com

@ 2006 Thomsen financial. Republished with permission. No patt of this publication may he reproduced of ransmitted in any forem or by any means without the
prior written consent of Thomson Financlal.




: FINAL TRANSCRIPT
‘ May. 04. 2006 / 11:00AM, HIF- 01 2006 RERBALIFELTD Earnings Conference Cal|

Javier Escalante - Morgan Stanley Dearn: Witter - Analyst

Right. Excellant and moving —just a quick couple of questions on China, It seems like, from the commentary in the prepared
remarks, that could it be that you guys think now that a license in 2006 is a little bit not prudent to think about? And if so, what
changed your mind?

Greg Probert - Herbalife - President, COOQ

Yes. | wouldn't séy, Javier, that our license js moving back the next year. { think what we're saying and Michaefl said it in his
comments, is it's a very fluid and unceriain process, It's the first time the government has gone through it and the Chinese
government is trying to figure it out.

Javier Escalante - Morgan Stanfey Dean Witter - Analyst

Yes.,

Greg Probert - Herbalife - President, COO

Javier Escalante - Morgan Stanjey Dean Witter- Analyst

Yes,

Greg Probert - Herbalifo - President, COO

Javier Escalante - Morgan Stanley Dean Witter - Analyst

Yes. We know that the timetable is always concerning. But now more philosophically, right, Given that many of - and | know
that you guys are sensitive about making commentary about competitors. But broadly speaking, there has been a lot of nojse
fram many competitors and disruption, changes. Given that direct seliing is so sensitive to image and excitement, any change
in the marketplace how let's say consumers and potentiat distributor have a different perception about direct selling in China?
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s that a risk? Given that we're hearing from many places that things are not going as planned, that somehaw that creates a
negative momentum overatk

Greg Probett- Herbalife - President, coo

No. | don't believe that, Javier. § think that's an insider industry view of what's happening in China. 1 think the average person
Y 1 Csna: Ly

on the street that's either a potential distributor or customer isn't privy to all the things thatare going on in thelindus‘try and
the regulations, Ali! know is that Percy, we're opening our stores and we're seeing great enthusiasm for the Herbalife business

-

and for the concept of decrsaling.

Javier Escalante - Morgan Stanley Dean Witter - Anaiyst

Olay.

Greg Probert- Herbalife - President, COO

The idea of owning your own rmicro business, the idea of getting great nutritionat products from Herbalife is something that's
very exciting to the consumer base and potential distributors in China. Soit's just ane of these things where we need to work
through the government issues and we're as optimistic about the potential of the market as we've ever been.

Javier Escalante - Morgan Stanley Dean Witter- Analyst

So your sense is that the pubiic opinion, the media and all that in China is still, 1 mean, is positive or at least neutral to direct
seliing?

Greg Probert - Herbatife - President, oo

ves. 1 actually think its positive. We've spent a lot of time their doing press. either Percy or Paul Noack, who goes Over there on
our behalf, | was there fasttime and did a lot of press and ! think that's true of alt U.S. direct sefting companies, is that there's a
very positive image of what's happening. | think it's iust more, fike 1 said, wading through the government issues.

Javier Escalante - Morgan Stanley Dean Witter - Analyst

Oh, that's grea‘t.Thank you, guys.

pichaet O. Johnson- Herbalife - CEQ

Why don't we Just take one mote guestion.

QOperaior

Ezra Solomon from J.L. Advisors.
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Ezra Solomon - 1L, Advisors -Analyst

Hi guys, congratulations on a really good quarter. {just had follow-up question on Scott VanWinkie's question about the balance
sheet, the relatively small sum of debt you have on the balance sheet and the refatively generous free cash flow you guys are
geherating. And how do you think about initiating possibly a share repurchase program as a possible use of cash, an alternative
use refative same of the other things you mentioned.

Rich Goudi§ -Herbalife - CFO

capital structure and returning the very best to our shareholders, both publicand privately-held, And we are currently underway
locking at a capital strategy for this Company and | think you just have to stay tuned and we|| see where it goes,

Ezra Solomon - /L. Advisors -Analyst
Great, Thanks so much.

Rich Goudis - Herbalife - cro ‘

Okay, thank you. Il turn it over to Michael for closing comments,

Michae! 0. Johnson - Herbalife- CEQ

As we see the benefits of this investment, we want you to be assured that we are continuing to laser focus on our SG&A in this
Company. In fact, we are looking very closely at our organization, how we spend money, where we spend it and it is going to,
we believe, give you a better view info our Company very snon, And wea're going to be looking at some opportunities that we
belleve will control our bottom line even more vigorousiy.

As we said, we had another record quarter, it gives us a great reason to recognize the success of our distributor leadership and
they have to always be mentioned on these calls becayse they, in their strong unity and their energy, are at the basis of the
success of globalizing great ideas and ali of the benefits that we're seeing from implementing our strategic initiatives,

lalso want to thank and congratulate Team Herbatife, the employees who have done such a spectacutar job in our Company
during the quarter and over the last three years,

Inthe next 12 weeks, as we've spoken about, we will see more than 50,000 distributors in events in Bangkok, Thaitand, Fas Vegas
and Athens, Greece and wa invite any of you to join us there, We're going to be hosting three major Extravaganzas and as Greg
mentioned, we're going to be having meetings all over the world, And we'll see more distributors than ever before,

We have tremendous momerttum in our business, We still have alotto do. This Company is still- and ¥'ve said it to many of your
face to face and will continue o say - its in a fixer-up stage. We believe that the best days of this Company are stilf in front of
us. There's a lot of headroom. We're very excited about the opportunities and we're really just getting started.

50, my final statement is the Best is yet to came. Thank you very much,
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DISCLAIMER

Thomson Financial seseves the vighi o make changes 10 documents, content, of other informaticn on this web 5ite without obligation 10 notify any person of such changes

inthe conference calls upon which EvemTranscriprs are based,cnmpanies may make pm]e(tions or other forward-look’\ng siatements regarding avatiety of tems. Such fmward-lnoking
statements aré pased upon current pxpectations and involve tisks and uncertainties. Actuat results may differ materially from those stated inany {orwatd-locking statement pased on A
* pumber of jmportant faciots and 1isks, which are more speciﬁca\ly identified in the compantes’ most ecent SEC filings. Although the companies may indicate and beteve hat the
assumptions underlying the forward—'.ocking ciatements are reasonable, a0¥ of the assumptions could prove inaccurate of incorrect and, therefore, there can be no assurance that the
results conterppiated 1 the farward leoking statements wili be realized.

THE INFORMAT‘:ON CONTAINED N E\:‘ENTTRI\NSCRIPTS 15 ATE)(‘CUALREPRESENTAT(DN QF THE APPLECABLE COMPANY'S CONFERENCE CALL ANDWHILE EFFORTS ARE MADETO PROVIDE
AN ACCURATETRANSCRIPTIDN,THERE MaAY BE MATERIALERRORS‘ OMISSIONS, OR INACCURAC{ES INTHE REPORTING OF THE SUBSTANCE OF THE CONFERENCE CALLSIN NOWAY DOES
THOMSON FINANCU\LORTHE APPLICABLE COMPANY ASSUME ANY RES?ONS\BIL}W FOR ANY 1NVESTMENT O OTHER DECISIONS MADE BASED UPONTHE lNFGRMA"E!DN PROVIDED oN
THIS WEB SiTE OR N ANY EVENT TRANSCRIPT. USERS ARE ADVISEDTO REVIEW THE APPUC.‘\BLE COMPANY‘S CONFERENCE CALL \TSELF AND THE APPLICABLE COMPANY'S SEC FLINGS

BEFORE MAKING ANY INVESTMENT OR OTHER DECISIONS.

2006, Thomson Finandial. Al Rights geserved.

WWW.stfeetevents.com

© 2000 Thormson ginancial. Repub':'ished with permiss‘ton. Mo part of this pu‘nlication may be reproduced of rransmitted i any form of by any means without the

prior written consent of Thomson ginancial.




This iob Was pﬁﬂted by

10/26/2011

- DATE:

g 36740 PM



L TRP\NSCR!PT

hug. 03. 2006/ 11:00&M, WLE - 022006 HERBALIFE {1D Farnings Conference Calt

gpsinthe third quarter witt beinthe range of 504310 40.46, and for the full yeaf We raised ouf guidance from $1.8810 $1.83
up to 51 g0 to $1.96, pﬁmari\y reflecting the [peatlin the second guarter, the recap henefitin the fourth guarter, and overall
confidence In the momentuim of the business for the back half of the year.

The effective tax rate we expect 10 be between 305 and 4D5%, both in the third quarter and for the full year.

And then {astly, Cap-eX §1510520 mittion in the third quarteras we close au¥ pack office facilities in Englewood and move into
anew Americas neadguarters in Torrance and 5010 455 niflion for the full year.

{would also like to anNOUNCE thatatthe heginning of 07 quarterl.y guidance will consist solety of net sales growth, ouT effective
fax rate; gps and Cap-ex-

That is our financial surnmary. i woutld now openitup for questians.

QUEST\ONS AND ANSWERS

Operator

[OPERATOR INSTRUCH 1ONS]

Michael Lasser from Lehman Brothers.

Michael Lassel Lehman grothers - And lyst

oo o iy

Nice quarteri Couldyou talk aboutthe ;\i\ﬁupervisor growth, ad2% increase? HOW gmqag_is_cogj,ﬂffom new d;itibutoqs

whoare antering the businessversus an INCrease i@ggggguewwt efexistng Tetelnutors who are now becorming sup_eMsors?
MMW e SR R EMEMMW' M A St A

Greg probert- Herbalife 1td - President coo

Hi, this is Greg. We don't really track that, the distributofs moving up yersus new people coming in, 50 | don't have that stat. !
think what you will see is our recruiting acrass the hoard is very strongh and you also have 10 remetmber that most distributors
+hat come in, come in as customers are using the product, and like the product 50 rauch that they move up and pecome
supervisors: 1 think when you see that new supervisor count it's most indicative of strong recruiting, but also strond product
usage among our distribuiors or discaunt buyers andwe dontbifurcate thosetwo hings. That hodes well, Hhink, for the future.

plichasel O- Johnson - Herbalife Lt - CEO

P

Michaehwhat 1would add s that 2ul total gistri.butors inthe quﬁi%gﬁmm

jon distributors, HOICT increased 16%f1oM..—

i e =

the end of fast year, and 26% from @ year ago {his fime-.
e ! m:M Wﬂ:mmzsﬂ_ﬁgfwﬂhwm;kﬂmﬁ:ww

U

pichael fasser - Lehman Brothers - Analyst

T i R S S T A T

Thanks, that's helpful. Net salgjﬁ Mvalayé'sa doubied versys the first guﬂaﬁgﬁgﬂr&gjﬂe seg“ggd qugﬁé’iﬁ&s you jook out OVEr thenext

e

12 months is it reasonable 10 expect that rate of sequential growth T continue, of how rrﬁghi The growth look.

T
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Michael ¢, Johnseon - Herbalife L 14 - CFO

Michael, I think what yoy really saw there was that Malaysia opened up during the first quarter, so the secongd quarter we saw
a full quarter impact of that growth, I don't think you'll see sequentially the samae rate of growth, alpejt | think you wilf see
sequential growth gyer what we did in the second quarter as oy Taiwanese, oy Singaporeans, and our Austrafians are all in
Malaysia, building their businesses and down fines very successfully,

Michael Lasgey . Lehman Brothers -Analyse

And then, you talked about the timing differences of new product launches this year versus last year. Has the response to the

new products that were introdiced just recently been similar in volumes to what yoy experienced with the new product last
year?

Greg Probert - Herbalife 14 - President CoOo
Probably tog early to telf on the W products that we Jjust launcheq Acouple of weeks age, that specificaliy being the_guj

0o =
Michae! referreq o onthe calf, Last sarwe hadavery major Ja%!%ﬁifusionﬁtent 10 22 markets sémuftaneously ang Liftorf
“""“”’J%Mm—% T e g gl ‘%%%L%, ERE— =

Into the U5, 50 toq early to telf on the ones tiay we fust launched intha second quarter.

R —

Michael @, Johnson -Herbalife t i - CEO

" abusiness methodolo ;L.fe-r*-many"oﬁow,djgmtributommm{gmmm 0ssibly hn Luptick in the NPWL%EJ&EM[ES,&%&[Q going

\L %)m Uptick in th recruiting o Rortunitiesghat are associated with it.
i
Pk

Je - Michael Lagsey -Lehman Brothers -Analyst

[

§ w&,@ And cauld you tatk abouyt the growth in Nutrition Cubs outside of Mexico? | may be Comparing apples 1o oranges here, byt it
{’t&:’ %M seemed fike it only increaseqd mayhe modestly quarter to quarter,

¥

R

Yi And Michaal, it's Michael fohnsan, Hi Michael, One of the things you've 9ot foremember is that the sampling product fiss into

Rich Goudis - Herbalife er;' -CFO

-Yes, | think we indicated that the amount of People we {rained were 16,000 Reaple and now ' about going deeper in the
Markets that we've already penetrated,

Hhink from the time of the training to when jt shows up in the finandials, i takes a fay quarters. {4l tell yoy the fact that we
seeing tens of thousands of distributars show up valuntarily to training is a good indicator tq Us that this js 5 concept that's
been embraceg by our distributors around the world ang | think I'm very excited as Michael about the futyre of the Nutrition
Clubs and Customer Clups around the worig,
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fichael 0. Johnsot - Herbalife Ltd - CEO

And one mare dat@ point here —~ you'Te getting the round robin of att three of us —~ is that it took three years for Mexico to get
their business in Nutrition Clubs up and running. While the training takes place, | fhinlk it's gaing 10 take a little — it's going o
take six months, sometimes even a yeas for these things 10 really geta foothold, so i take the siow, steady growthovera quick,
“rapid rise in faiture rates. | would prefer a |ower failure rate and a steady growth pattern.

pichael Lasser - Lehman Brothers- Analyst

Final question. if you axciude the incremental spending for China and incremental spending for events that are taking place
this year, what type of S@é&i yerage.do you think that the business is tiue SGRA leverage you think those businesses are

generating, of could geherate this year?

Rich Goudis - Herbalife Ltd - CFO

| think what we've said, and we'll be consistent with this, is that&lyﬁﬂoal would beina norrnal year tg_gt_iggi%{é_ga 50-basis \5
oints of operatin o bt below

W%Mawt, about 30 basts points year 1o date and in the last quarter. 5o, we'll see the benefit of these, § think, in'07 and heyond.

B

margin ggpgg}}cl_x’; This year being a significant investment year Tihink you're seeing justal

pichaet Lasser - L.ehman Brothers - Analyst

And 1 think one more. Are you getting jeverage from your suppliers? Given your growth rate { would imagine that you could
expect some price breaks on your purchases, is that true?

Rich Goudis- HerbalifeLtd - CFO

- supphiersand| think you saw.30 ;ofmuuhﬁgmﬁé«pmﬁm;ﬁlhgjg the pricing gmwggﬁmmgowe_mat. Bu

N J P o A f ot . . . - ” ) ’ " § N .

“thewake ofalol of other companies sacing commodities increasing, putting pressure on the gross profits, we'te notexperiencing
that, 50, think that's a testament to how we're working welt with our partners.

1 sure hope our suppliers are \istening.Thanks, Michaejﬁl,m;@wﬁexpgf
. e

Michael Lasser - Lehman Brothers - Analyst

Thank you very much.

Opetator

Chris Eerrara with Merrill Lynch.

Chwis Ferrara - Merrill Lynch- Analyst

Can you talk about the realignmenta little bit more? I guass I missed atot of what you said. | understand Mexico and Brazil are
being stripped out and are reporting directiy to you, Greg right? |
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G}eg Probert - Herbalife [ - President COO

Yes, they are, Chyis, Basically, the Pgt reports are Mexico, Brazil, North America, which is US., Canada, and the Caribbean, FMEA,
North Asia, which is Japan and Korea, greater China, and then the high-potential markets,

Chris Ferrara - Merrilf tynch - Analyst

And those high-potentiaf markets, did you guys mention sort of the central and eastern European countrias? | mean, is Russia
in there? Is Turkey in there?
Greg Probert - Herbalife Lid - President OO
Yes, the way EMEA is going to be reorganized eventually is-- Wynne Roberts runs it for us and he will then reorganize towards
his major market - the Italies, the Spains, and his high-potential markets, which wiil be Russta, CIS and eastern Europe, inciuding

probably Poland is the biggestin there,
Chris Fervara - Merrilf Lynch - Analyst
50, you're saying there wiil be markets that will go from EMEA to your high-potentiat categary?

Greg Probert - Herbalife Ltd- President coo

Chris Ferrara - Merriff Lynch - Analyst

So, there wifl be markets thatyou do consider to be high growth potential that will not bein thar high-growth potential segment?

Greg Probert - Herbalife [1d - President COO

together.
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S0, 1 think you're seeing a combination of the thought process of prioritizing the business and the investrments by where we
think we can get the biggest return and also balaricing that with how our distributors go to market sa we have great touch
points and great communication with therm,

Chris Ferrara - Merrill Lynch - Analyst

| mean, is there a chance— obviously, you're going to be investing more behind the high growth.markets and less behind the
more sluggish markets. | mean, is there a chance that you guys-—-not that you back out of markets, but we see some of the more
marginal markets reatly sort of fall off the screen with respect to how materiai they are?

Michael O. Johnson - Herbalife Ltd - CEO

No. This is Michael, Chris. i think what you've got - what we've got under hand right now is a better alignment of resources of
this Company to high-growth markets. There will be an operating planin the model for the markets that have growth patterns
that are less aggressive than the ones we're looking at.

A group of us are heading off to London this weekend for meetings with distributors for the London triathien to compete and
also be a part of a pretty good sized avent to launch a [Casal Herbalife there. We're looking at something like that and saying,
"This is a great activity for our UK market, but we should be looking at Russia in the future for something like this." This is a
high-growth market, a high-potential market for us.

We would want to make sure that what resourees we're putting out there are properly alignedto the real growth opportunities.
And it would be very distuptive for us to ever pull out of a market. We don't see that as a sensible afternative for this Compary.

But we're also making sure that we're afigning resources o where real opportunities are, to make sure that we, as a management
team, our distributors, and really the marketplace are all very well aligned. That's why we delayered.

We had the head of Brazil reported to someone who reported to Greg and we want ta-- he actually had two reports in-between,
We want to take that out to make sure that Anita [Beaning] who runs Brazil, has a direct contact to Greg, and they've all been
up here for a week. we've been going through an exhaustive pian with them to put roles and responsibilities clearly defined
between what's regional, what's local, and what is global in there,

So, we're going through a very thorough, disciplined approach, and basically, reorganizing our Company while we'rein a good
siti_lat’lon todoit.

Chris Ferrara - Merrill Lynch - Analyst

| guess— | mean, it's no secret, right, that your peers tend to look at Eastern Europe as the fastest growth markets and it hasn't
been that way for you guys, Is there any structural reasan why we woulkdn't expect those to sort of take the torch in the next
couple of years as some of your fastest growth markets?

Greg Probert - Herbalife Ltd - President COO

Imeans, that's part of the reason that we're realigning is to maintain the growth in some of the markets where we've outstripped
the market, so in sorme of the major markets we'te ahead of the direct selling market growth. And, like you said, in Eastern
Europe and Russia and some other countries we see a ot of potential that has been untapped by ourselves.

So, again, to reiterate Michael's point, it's not about cutting back investment. It's about maintain[{,194ﬁff‘é(gf'r:ﬁé'ﬁf"?ﬁhall of our

markets. They're ail important te us. But really getting a greater focus on where we think the - finding the next Mexico, finding
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ngljfﬁfgfﬂazilr\ﬁhile rnaintaining growtih in Mexico and Brazil, maintaining growth in the Spains and Italies. So again, all of our
matkets aréimportant. We just want to make sure that we realign so that we can continue to maintain the fantastic maomentum
we'vé Treated over the past three years.

Cheris Ferrara - Merrill Lynch - Analyst

Ir: a country like Russia, | mean, is it simply that Herbalife as an organization reaily hadn't gotten to it yet, ike gotten to priaritize
itand you're going to try that now? Or, are there structural changes you need to make in the portfolio, or different ways to think
about new products that would help you grow there?

Greg Probert - Herbalife Ltd - President. COO

Well, Fthinkit's both. | think the lack of prioritization creates a lack of focus on do we have the right product mix, are we supporting
our distributors in every way we can. So, 1 thinkthose things are connected at the hip. So, we believe that through greater focus,
getting it, like Michael said, higher on the radar screen, cutting out the layers of management, that we'll be quicker to assess
the market neads of our distributors and be able to respend to those more quickly,

Chwris Ferrava - Merrilf Lynch - Analyst

Great! Thanks a lot, guys.

Opearator

Doug Lane of Avondale Partners.

Doug Lane - Avondale Partners - Analyst

Good morning everybody, Rich, can you go over that Cap-ex number again, what you're looking for this year?
N

\

_Rich Goudis - Herbalife 1 td - CFO J———

ot —

o e Sy,
Sure, We raised our ¢ (;gmumbwaréw"wﬁﬁ&- 18] froﬁghe 40 to 45:}§imarily reflecting the decision to move out of the
histarical back office operation for us, which was down near the LAX airport and createmore of a distributor facing, high touch

point facility for our Americastegion in-a towrcailed Torrance, which is about eight miles south of the airport,

e “

| have a very hangs/@ﬁﬁeal fancy R&D I:Ej}bat distributors can see, tralning center, customer relations center, as well as again
organized around'that, So, that's tiie primary driver of the-change in the last quarter o7 5o,

Boug Lane - Avondale Partners - Analyst

| thought there was a change there. Michael, can you'give us an update on the Internet strategy here in the US, how that's
going?

www.streetevents.com Contact Us

© 2006 Thomson Financlal. Republished with permission. No part of this publication may be repreduced or transmitted in any form or by any means without the
prior written consent of Themson Financial,



L TRP\NS(R!PT

LF -2 2006 HERBALIFE 11D Earnings Conference Call

Michael 0. johnson - Herbalife Ltd - CEQ

well, 1 do it and Gregd will probabl.y jump i What it is, it's justina beta test right Now- Wwe've got 900 distributars who are
involved in the !jgjggﬁ_fgghgggi_g Egmmyve are working this as we do with every key program with distributors involved. We
have a strategy and planning team thal help s divide and watk through 10 make sure the channel conflicts are held 10 @
non-existent, ot to a minimum ut make it non-existent. The financial underpinnings of the transaction with the consumer
are heid consistenttod distributor just a5 they would be with a personal {ransaction witha distributor 0 a consumer.
2N
erin the fall it will have 3 CQH!BEE?L‘EEP‘C our |
s foad ay be sor

We are posting & range of products right now. ,,WJLS’M
rodugts . IELE: And,t,hiaigmwgaagxmmjgmgg

apprehensi.ve with the channels. They pave access 10 our great
“Waww“wﬂmwmq_ s e T e

i et T T PP

o 2 B

So, obviously we're axcited apout it Andone ofthe functionalities the business €an provide is support for our existing distributors
1o dowhat we cali the back office for them. pick, pack, chip, inventory, creditand collections will be nandied by the corporation
and have also direct access and input with the distriputor 1© their consumers. And it gives us ahility to what we call CRM -
Customer Relation Manage that relationship inorder 10 offer them the opportunity for move products and evenan opportunity
o become an Herbalife distributor of puy products at a greater discount. :

5, thinkof itas anonline buying cupwiththe opportunity tohavea personal wellness coach attached to it t's reaily something
we're very excited about. \We've jmvested in and it will roll out, Not only in Engtish, but in Spanish fanguage 1ater this year, and
in key markets globally.

Doug Lane - Avondale partners - Analyst

What has been the feedback from the distributors that have been testing it? 1 there apprehension, enthusiasm? s it going o
pe—?1mean, tknow it's alt going to pe good, but 1 really Just hanestly,is there a concerm out there that thisis going 10 disconnect
the distributof from their end-user?

Greg probeti- Herbaiife Ld - President co0

Doug, it's Greg- No. The reason we've peen going slow on this, and | think, as Michael mentioned, we've been working with 2
steering commitiee made up of distributors, 2 press team and als¢ Chalrman's Club, to make sure that this conceptisa useful
10! for ouf distributors. And again, you have 10 remernber thisisa tool for ouf distributors. and if they don't embrace itand
they dorv't feelit's the right ool and has the right functionalitys then we're wasting our tHime building it

So, we've gone very, very slowty and the feedback has been very good.1 think the beta test is mare aboutdowe have the right
functionality, can we break the system pefore we roll it out to the entire field pecause you want it to wark perfectly. You don't
want {t 1o be disruptive.

But again, {ike Michael said, we're giving distributors a ool to manage thelr customers petter, take same of that administrative
functions off their fyack so they €af focus their time on the mentering andihe coaching and the education on the product and
also on the distributof sideto rnaintain their down-line.

R

- l "‘u..’%‘
a&-Bﬁ'ZWDT'K‘S?ﬂ ihada distribution relaﬁgﬁ [mgr;@ggrzggg;m,

5p, if you ook at asan average ool that we rohed out lasty

e

i %ddng well, see who is ot

L

éﬁg@gm which h?@&l&ﬁi very useful for distgbttors [0 (a2 e ris

n focus their energy on lifting the lowes performers and maintain:
the performance of the high performers. And if you ¢an talke that concept now over to their customers and for the first time
really give them deep visibitity inte their customers and theit purchasing patterns, what products they like, and that data will

then help us better service our distributors.

) H oo v — - X il
doing 50 wetl, and 10 o {hat real time online so that they ca
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Doug Lane ~Avondale Partners . Analyst

And lastly, i wondered if yoy could comment on--Imean, we seg the numbers and the supervisar growth is just realty strong.

Andlwondereq whatare the one Ortwo or three th

here, the teadarship? i fust seerms Jike over the last two or three or four quarters we've seep 5 dramatic acceleration in the
ata

Michaal 0, Johnson - Herbalife 1 1d - ko

Doug, and | know thisisn't metric yoy Quys are going 1o love, Confidence. 1 think our distributors haye arenewed confidence

50, without sounding toa much of 2 hype meter here, it comes inta, I think our distributors and Our consumers havae 3 fot of
confidencejn Herbalife Products and oyr distributors have a ton of confidence in the Herbalifa marketing plan because pecple
are moving up at 3 greater rate than eyer before, ‘

Doug Lane - Avondale Partners -Analyst

Michael 0, Johnson - Herbalife 1 td - CFO

Thewmmgmm%g% requalification of sUpervisor, notthe initial ualification, byt the requalificatiog
of supervisors became a.12-month RIOCESs versus a one to tWwo-month Bracess. So, you could accumulate points averalonger
eriod of time jn order to requalify. But the initiat Qualification brocess has noy changed, None of the financia) melrics haya
= . = " %M-wmvww‘%%m»w%w_wmmmm_W_,_-m——»m-L‘”
changed in the marketing plan,

Doug Lane ~Avondale Partners -Analyst

Well, goodjob." Thank you,
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Operator

Scott Van Winkie from Canaccord Adams.

geott Van Winkle - Canaccord Adams - Analyst

When you took at the new supervisors number relative 10 the total supervisors number at the end of the quarter, which one

looks further out? I mean, | afways thought —~ { always think a current supervisor at the end of the sacond quarter would be a

good indication of what third guarter revenue is. How far aut dowe look as to where you realiy seeaturnin that new —or driven

by that new supervisor number? | remember when you gave that for the US, probably six guarters ago. Two quarters later the
t a further looking indicator?

11.5. took off. Is tha

Rich Goudis - Herbalife Ltd - CFO

Yes, you're right, Scott. | meat, +he total supervisof is more of a static lool just at the end of the guarter. Thegiwms,
| think as Michael {ust alluded to, is reaily more indicative of the future pusiness because it'sa reflection of the level of momentum
and exciternent and entiusiasm within the distributor organization and the level at which they are bringing new people into
the business. 50, {think it's more of a jeading indicator. ] i

Scott Van Winlkde - Canaccord Adams - Analyst
And Rich, what are the econamics on sampiing, you do it at a gross margin, of how cho you make that work cut economically?
Rich Goudis - Herbalife Ltd - CFO

It's actually realty our distributors make it work out. Up until this past couple of weeks, as you 5aW in Las Vegas, our distributors
were creating their own sampling packet other than Liftoff, ohviously. And we started with Nourifusion a couple of weeks ago
and we'll extend that into other product ines to make it more easy for our distributors to sample products with new customers.

Greg Probert- Herbalife L.td - president COO
ormula 1, the Instant Formula 1 also comes in packets, 50 that's another sampling opportunity.

inourF

seott Van Winkde - Canaccord Adams - Analyst

As far as the packets that you're assembling, tknow the distributors can cover the costs of that with shipping often, but are you
making a positive gross margin on that, o are you doing that as realiy more of a sampling effort and not really making money
off of it? :

Rich Goudis - Herbafife £td<CFO : e .

..... e -

No, Scott, we don't differentiate in ourE?iEiﬁ%, whetheritsa sample size or 8 sl size, Typically the margins are the samey

S B = comaen s

. W,},_G;M@Cj:‘:;@ﬁ MQ"‘“‘ iy)_m“\.-/

Geott Yan Winkde - Canaccord Adams - f}ﬁg_!gsﬁt_*

And, Michael, 1 just made an order o& herba%ifEShopwplng.corEand | happen to havea guestion. Are there only 200 distributors
that are involved in getting the teads from this? ) ‘
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Michael 0. Johnson - Herbalife Ltd-CFO
Today.

Scott Van Winkle - Canaccord Adams - Analyst

And how-—isita lottery? Fwas assigned 1o a person in Arkansas. { wonder do you do it geographically, or Is i just some kind of
lottery system? :

Michael O, Johnson - Herbalife Lid - CEQ

The way we're going to work this out, and we're workj ng the final detaifs with the d istributors right now, itwiill be on performance
and region, So we would love to haye someone in your region, a high-performing distributor in yourregion be your distributor.

Greg Probeit - Herbaiife  td - President COO

Secett Van Winlde - Canaccord Adams - Analyst

Oh, and one [ast question. Priar to Nutrition Clubs in the Totaj Plan, was there ever a history of using the Party Plan concept at
Herbalife?

Michael O. Johnson - Herbalife Ltd-CEQ

Well, | think there was — the Party Plan has always been in this Company at a variety of levels, because an HOM in an odd way
is a Party Plan. It's an Herbalife oppartunity meeting and HOMs are sometimes done in people's homas, sometimes done in
small hotels, conference rooms, What we've had is we've had shake parties in this Company. There has been different types of
meetings that have taken place. A lot of distributars opatate their businesses, obviously, out of their home and invite people
aver,

So, there's been a Party Plan part of our Company forever, The Nutrition Clubs and the Customner Clubs tend to take it to a new
level,

Secott Vanr Winkle - Canaccord Adams -Anafyst
Thank you,

Michael 0. Johusan - Herbalife Ltd-CEO

Only take two more questions.

Www.streetevents.com
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Operator

Javier Escalante from Margan Staniey.

Javier Escalante - Morgan Stanley - Analyst

Hi, good morning everyone@mmﬂgggslign to- 1 mean, is related te Chris' questions about the new organization,ggﬂwlgiﬂw

_guys.came Jhout putting the countries together the way you guys did. 1s it thawmgﬁmmmgmmﬂw;m

and fow growth markets within a single reporting T e That the thinking 200 this is the way that you guys are going to be
reporting financially going forward?

Grag Proberi- Herbalife Ltd - president COO

Ult let Rich handle the financial fees. Yes, from an operational side, Javier, and good morning to you. Yes, we reaily want to— |
think we've said this —is get’r;m/ecl—&he-bigmgrkets. 50 if you look at our five major markets that report - Mexico, %é;gﬁﬂi

. e T

Japan, and pan-China, whichigmostly Talwan/@w and itll be a better mix with mainland China grawing —to really get those

“Teporting directiy to me. :

So,again, thoseare big markets. They're notonty growing, but they're all over85 miflian jEJHM&lQEL sgthoseare  the engines
that drive the Company.

Fﬂmwmm.u_m%fmwgcg;xw;g

We also realigned the way our distributors work the business. 56, we didn't break EMEA Up; and one idea was we coutd puliup
{he high potentials and make one region. That's not the way ouf distributors -- we have a European extravaganza, the World
Team Schools. Many, many of our leadership in Europe operate in western and eastern Europe, 50 We really wantto make sure
that corporately wé're aligned with our distributors so that -

Again, this is all about heiping the distributors, getting doser to the distributors, getting closer to the markets, maldng sure
they have the right and the right tools and the right events and promotions. g, if we align differently than they do, it wouldn't
wave worked.

50, part of itwasa white sheet of paper, but partofit was also looking at the way they operate. And then really again, focusing
onthebig rmajor markets and the high potentials. And as Chris pointed out,you have some of those high potentiais,the market
is grawing faster than we are and we feel that's a great opportunity for us to find the next Mexico, the next Brazil,

Javier Estalante - Morgan Stanley - Analyst

And Rich, are you guys going to be reporting this way now, of is it the same Way, like Americas, et ceteral '

Rich Goudis- Herbalife Ltd - Cro

No, we'l eventually move 1o this. The question is do we do it just in the 10-K at the end of the year, or do we adopt it sooner
and do it in the third quartes Q, sowe'll debate that with our outside auditors on that, but 1 would assume that worse casein
he 10-Kit will be organized that way, and chviously going pack in history as well.

e T
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Javier Escalante - Morgan Stanley - Analyst

And | beiieve, Greg, again in terms of how you guys are going to manage the business, right? Let's say that you are a country
manager, not a distributor, a country fmanager in a big, but low potential market, say Germany, right? So, what kind of resources
_ these managers hasin terms of keeping the local distributors motivated so the sales in these markets don't kind offike fall once
you guys basically - Fwouldn't say divertresources, hut emphasize resources say in Russia. So, what exactly - ifyou'rein Germany
and you wantto-- Germany basically was very weak, sa what will you do to avoid Germany going multi-years for-- for multi-year
decline for a while?

Greg Probert- Herbalife Ltd - President € Co

tthink we have o remember, Javier, is the first phase of our organizational design that we've done over the past three years
was 1o make sure that we had strong country managers. So, before we reafigned corporate we made sure that we beefed up

accountabflity.and responsibility,

So, before we can hand off responsibility to someone running a Spain oran Italy, we have to make sure we have the right persen

in there, We have a clear strategy; we have a clear corporate branding and ma keting and product strategy. All that has been
done and that's the work we've done over the past couple of years. :

50, we feel now that this js a Corporate realignment, but we have people in those markets, in the ltalies, and the Spains, that
can run their businesses, support the distributors lacaily, better than actually than we've ever had, And they have regional alr
cover or they go back te corporate, So, it's more about getting rid of corporate layers as opposed to country management
changes. :

Javier Escalante - Morgan Stanley - Analyst

And basically, on herbal?feshopping.com,jus‘{ to--the way that | understood it, this is more to help distributors to retain existing
custorners, Is there any emphasis on capturing new customers with the website?

Greg Probert - Herbalife Ltd - President COO

It's both, but 1 think the primary focus was really to assist our distributors to better manage and retain their existing customers,
We're also locking at ways with our distributors that we can create ways to reach other customers and get them, and assist

But, just the value of helping our distributors better manage their customers will not only affect retention and retailing, but
ultimately wilt help recruit, because if you're successfui by keeping your long-term customers, you're a befter distributor and
it's easier for you to go recruit the next fine of distributors.

So,it's both, and I'think whén you see it roll out, that the carly functionality will be to make sura that we're helping our distributors
better manage and retain their customers. It also gives us a chance to look at that database and help distributors spread Best
Practices, so if we see one organization has stickier customers or they're doing a better job of up-selling, that's available for
them.

One tHing you have to remember, this is an opt-in program, so our distributors, if they feet uncomfortable, they don't have to
useit.It's not a mandatory program,
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Javier Escalante - Morgan Stanley - Analyst

And finally, on the Nutritional Clubs, | know that the ramp-up is something that it may take 12,18 months, but you have been
testing some of them totally within that kind of timeframe. In the places where you feel that the Nutritionat Clubs have clearly
acculturated better, what kind of changes do you guys have seen? Is the same identical concept as in Mexico, people showing
up every day? ls it— Any insight in terms of whether yural versus more trban people work better within a Nutitional Club?1s
it-- does it— anything with regards to the low income versus high income? If you guys can comment on that, that would be
helpful.

-eio__

Greg Probert- Herbalife Ltd - President CGO

It's still a little early to say-- to taik about those macro trends. | will say that we're seeing it—1 mean, one of the initial pushbacks
was that this is only for fower sodo-economic groups. We've seen it take hold in middie class and even upper class groups, so
we're seeing some early indications that it can be not anly accutturated by country, but aiso Ly social aconomic level. So, that's
one thing stifl sort of early to tell on that.

But, we're happy with the roliout of the Clubs, The other question you asked was are they all exactly like Mexico, and the answer
is clearly no. We actually talked more about Customer Ciubs than Nutrition Clubs. A Nutrition Clulz is a type of Custormner Club.
The thing that — what you see that some of those clubs meet daily, some of those clubs meet weeldy, some meet even monthly.

_ifyou lookat. hesateenf the clubs, we talk about product results, sociatization, and a sense of cornmunity, and recognition, 50
that cornerstone can be accomplished in many, many different ways. | thinlowe talked earlier about In some of our countries
we're seeing Lunch Clubs spring up in carporate environments.

e ———,.

Againt_i_g_s‘g;n_,@ce_to get people togetherina social setting é’;?l:bout nutZitT&No share resuits, to be recognized for their
inults, and that's the coramon theme, The way that you carry that out, in your Fome, out of your home, daily, weekly, monthly,
isn't as important as that you basically, the underiying concept is that you bring your Customers together on a periodic basis
1o drive a sense of community and recognition and shating the product and education of product.

And so, that's why we're very positive that this can be taken around the world. it's just figuring out what is that right secret
cauce for each country and within each country for [inaudible] economic [inaudiblel.

Javier Escalante - Morgan Stanley - Analyst

And the countries where you guys think thag the concept has achieved critical mass, other than Jamaica, | think that you guys
mentioned Argentina when we were in Vegas, Is that the two countries where the ciubs have kind of fike gained more traction?

Greg Probert - Herbalife Ltd - President COO

§ think Argentina still is at the very beginning.| thinkwhat we indicated was that one of the very successful Mexican Chairman's
Club members actually is sending one of his press tearn and linaudible] into Argentina to reaily accelerate the traction on
Nutrition Clubs. 50, —

iichae! O. Johnson - Herbalife Ltd - CEO

L think the U.5. In the U.5. we're seeing tremendous traction fhere in the U5, It's a big country, 50 it's going to take a while for
that to show upinthe finandials, but we see it working in LA, we seeitworking across in many, many states. I'm very encouraged.
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 think, as a concept in the U.S,, it's starting to take hold in Brazil. | think a couple of our Chairman’s Club, especially Pedro
[Cordoza] down there is very enthusiastic about the clubs, so ] think they're starting to really take hold in Brazil,

Have we reached critical mass? No. | mean, Jamaica is really probably the only other country where it's reached critical mass.
It's ctefined by it's really big enough to really start moving the top line of the country. '

Javier Escalante - Morgan Stanley - Analyst

Thank you very much.

_ Michael 0. Johnson - Herbalife Ltd - CEQ

Angie, we'll take two more questions and that's it

Operator
Connor [Mclaughlin] from JLF.

Connor Mclaughlin - JLF Financial - Analyst

Hey guys and congrats on another great quarteri | really appreciate the hard work. I'd like to see if you coutd talk a little bit about
the potential for leveraging the investments in the out years because when you step back and fook at the business from a high
level, you're growing your earnings 25, 30%, ballpark, in an investment year, which is pretty incredible, And wheri | go back and

. look in 2005, the last time we had a non-investment year, we basically grew operating margins from 10% to 14%, which, when
yau step back, [inaudible] a sustainable 80% gross margin business and after an investment year we're anly going to be at the
14% operating margin and you're talking about reaping the benefits of the investments, [t gats pretty exciting, especially first
linaudible], So | was just wondering ¥ you could talk a [Fttle bit about the leverageabilty of the business in the out years and the
potential for that accelerating the growth rate.

Rich Goudis - Herbalife Lid - CFO

Well, Connor, let me just be cautious that we have not provided any guidance beyond '06, so what | would go back to at this
point is, your observations are right, We had substantial margin expansion over the last couple of years, but | would remind
you that some of that was the clipping of amortization and the removal of sponsor fees, So, probably haif of that was, [l say,
non-operating leverage, just to be fair, '

Beyond that, I think our commitment here is to balance very strong top-line growth and ongeing investments with at least a
50-basis point improvement in operating margin. We think that that's just a very good discipiined way to run the business. To
the extent that our growth rate cutpaces our investments going forward, | think you'll see mare margin axpansion.

Michael O, Johnson - Herbalife Lid - CEQ

Now, Connor, that's the very conservative Rich and I'm going to step outside just a little bit here.

l'have chalienged our arganization, and everybody has now got their head in their tap because they don't want me to say this,
but I have challenged our arganization to become world class in margin in our industry. And part of our realignment is to look
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at where and how we're spending money, how and where we're putting resouices, and to laok at the most effective use of
those resources.

That means that no stone is going to be left unturned in this Company over the next year, We're going ta look at every single
thing we do forits effective reach into the marketplace to see and make sure that we are spending money adequately, properly,
nd focused on distributor activity to drive top-ine sales growth, and to make we have a stronger margin.

a
connor MeLaughlin - JLF Financiai - Anglyst ?

ny, get high teens cperating margins in the long

§ understand you're not giving guidanc.e, buf wi
un, obviously? Can you just acldress the thoughtiskogess there

e e e e

fiichael 0. Johnson - Herbalife L.td - CEO

Well,  would love to be able to say it - evble for this type of business, I don't believe. We pay a lot
out to our distributors in terms of margin of what we do. So, we're not Bractor ang ¢ e, We B8 Herbalife and we are ina
direct sales model here, which is a little different acenomic model.

Greg Probert- Herbalife Ltd - President Coo

 think we'li be cautious and that we'ls maybe have this conversation a fittle bit more detailed on our next call when we give '07
guidance, How's that? :

Connor McLaughtin-JLF Financial - Analyst

Sounds good. Congratulations again, guys!

Greg Probert- Herbalife Ltd - President o0

One last guestion and than we'll turn it over to Michael.

Operator

Michael Lasser from Lehman Brothers. .

pdichael Lasser - Lehman Brothers - Analyst

Hi guys. Real quickly. Could you characterize the frequency of which you're having discussions with the Chinese government?
re they occurring more often more recently, or has there been any change there?

:

Greg Probert - Herbalife Ltd - President coo

Yes, | would say probably an increase. Percy [inaudibie] who runs China was here, as Michael said, with all of our interpational
management team going through the reorg and focusing on priorities for the remainder of this year and next year. And Percy

flew back yesterday straight into Beijing. As you know, it's not oniy the central government, but it's meeting with provincial
governments.
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One of the reasens that we built the infrastructure that we did and we have regional management was so that that regional
management team can meet with the provincial governments, Percy can meet with the Central. He can also meet with the
regional, so | would say, because we built aut the infrastructure, that has allowed us to increase the number of meetings and
strengthen the relationships, both at a state and provincial levef,

Michael Lasser - Lehman Brothers - Analyst

Have you altered your spending patterns in China due to any change in your expectation on when you mightrecaive the licensa? -

Grag Probert - Herbalife Ltd - President COO
No.

Michael Lasser - Lehman Brothers - Analyst

Last question, promise, The capital structure outlock for next year, do you feelit's appropriate to carry some amount of leverage
on the business? Or will you look to be completely clean?

Rich Goudis - Herbalife Lid - CFO

I'think by the end of this year we'll probably be net debt free and the reason for the recap was to put all cur debt in a position
where we could use our attractive cash flow from our business and pay down debt and accelerate the bottom-line earnings,

Beyond that | think our Board will do the fight thing and evaluate other alternatives and options for the right use of cash,

Michael Lasser - L ehrman Brothers - Analyst

Thanks very much,

Rich Goudis - Herbalife Lid - CFO

Adrian, why don't we just pass it over to Michaet for closing comments?

Michael O. Johnson - Herbalife Ltd - CEO

ft's always good to talk to you all. You actually had some questions that Spur us on a little bit and we've had a great quarter.
Everyone of us at Herbalife, and that includes distributors and employees, are pleased and excited about the performance in
the first half of this year.

s Esaid earfier, what it does is it builds confidence and confidence is the underpinning of keeping this Company growing and
strong and vital. But as |'ve said many times before, we're just getting started in this Company. Our distributors know it; our
employees know it; all of our suppliers know it; everybody who is invelved in this Company knows we're just getting started,

There is a lot more to be done and thereis 2 Iot of opportunity ahead. The organizational realignment that Greg spoke about
earller is just the first step in ensuring that we are supporting our distributors and have the right people in the right piaces to
execute the objectives that we have set up for ourseives and communicated to all of you, and hopefully, very clearly
communicated. '
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In the midst of everything we do, our distributors remain our number 1 focus, And let me repeat that, they are our number 1
focus. In fact, fast month afone we saw nearly 30,000 distsibutors at our North American and Furopean exiravaganza. And in
the last faur waeks, many of us have traveled as far as Bangkok Thatland, to Athens, Greece, to 1as Vegas, and some of us even
in Berlin for a distributor event at the Wortd Cup final.

We're traveling, we're out there. We're with aur distributars and we will continue o make prudent.investments, prudent
Investments that will provide a great business opportunity for part and full-time income, that will develop high-quality
science-based products for our consumars, that will continue to support our three Rs' and deliver o creating world class
customer setvica experiance while reinforcing our commitment to changing people's lives.

. Thank you for joining us on today's call and we'll see you in three manths.

Operator

| acties and Gentlemen, thank youfor participating in today’s conference. This concludes the program. You may now disconnect.

I
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will aiso be in that same range of 6% ta 10% and the EPS witl be in the range of 305010 §0.55. That concludes our review ofthe
guidance and now we will open the call for your questions.

QUESTIONS AND ANSWERS
Operator

(OPERATOR INSTRUCTIONS). Doug Lane, Avondate Pariners.

Doug Lane - Avondale Partners - Analyst

A guestion 1 have — | know it is preliminary and you didn't call these numbers out, but da you have any early read on the
supetvisor numpers for the total Campany, as well as Mexico in the quarter?

Rich Goudis - Herbalife Ltd. - CFO

No, Doug. We will have thatin another couple weeks.

Doug Lane - Avondale Partners - Analyst

Can you just characterize —are we going to see a sharp {all-off? Is there concern in Mexico with the issues that you mentioned
in you are losing some of your important teadership? | justwantto get a feel for - just what the timing is on getting Mexico
back on track hiere? Is this something that you shink can be done on refatively short order? Areyougeing to haveto meaningfully
rebuiid leadership there?

Rich Goudis - Herbalife Ltd. - CFO

Let e start and 1 will pass it over to Greg. ! think from the new supervisor —1 expe ew supervisor growdn.al
trend to follow the fall-off that we are seeing in the volume points, 50 that is what we would expect and we wilt report that
obviously in our fourth-quarter wall in late February. As it relates to the business rebounding from where it is, E will pass it over

io Greg.

Greg Probert - Herbalife Lid. - President & COO

 think to address your spedific question on loss of leadership, we realiy haven't lost any teadership down in Mexico. What we
are seeing is that the lower end - the distributors that were suspended were clubs - ali but one of them were below TAB Team
_- 50 the supervisor or world team level and one of them was a TAB Team.

Actuaily, to tell you the truth, our Chairman's Club down in Mexico met with Michael and | at ourexirayaganza in July and again
at our extravaganza in September.down in Mexico and it is really leadership that brought € ¢ compliance the forefrons,
as well as the infrastructure issue and they have been very supportive of the actions taken by the Cﬂ.E ‘think some of the

ve-inst is because there is somewhat of an unlevel playing fi ECALISe

distributors dre ngt compliant with our Ul

P i

We always address this point in every quarterly cail, which is - one of our goals is to keep a level plaving field so ali distributors
are competing fairty with one anather and the stepped-up compliance is really to do that.
s ket
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Ethink just to give you a couple of stats, we have done, over the pasteouple-sfma nths, about 500 audits of Nutrition Clubs in
icothroughout about 16 different cities. Of that, we havedhout a 70% noncompliance Tags. Now that was everything Trom
n outdoor sign to some minoer infractions, all the way up to selfing Individual 1aps.

The good news is that once we notified the clubs that they were not compliant, we had a huge percentage of that, of the 350
that were not compliant, all but 48 became compliant within three days. So again a 90% rate. And that really points to us that
this is not an issue of a lot of distributors willfully doing that practice. It is just because of the growth, there has been a lack of
training and there's just a lack of knowledge that these distributors are hreaking the rules,

50 again, we think this is not only a compliance and auditing issue, but really a training issue and we are going to step up that
training over the next few months in every ane of the things that we are doing fram 5TSs, HOMs, the world tearn schools will
be training on ethics and proper ways of doing Nutrition Clubs. Leaders in their own individual meetings will do that and | think
we are optimistic that the few clubs that are not following the rules, they will be asked to [eave the business.
e ey

=

But again just to use that Initial number -- less than 10% of the clubs did not become compliant. Even of the ones we suspended,
about 25% of the suspensions — within a week of being suspendad, they became compliant. So again, we are seeing a real
willingness amongst our distributors to operate ethically and | think this is we feel a short-term issue and it is hard to predict

-

. Wmawly I think we are optimistic that we will get through this and it's just part of the growing pains of
g

rqiing 100% growthYlown in Mexico for the past year and a half,
< )

Doug Lane - Avondale Partners - Analyst

Just one last question on another topic. In China, did China end up doing the $30 milfion or so that was expected in '06 and can
you give us an update on the prospects for direct seliing licensed there?

Rich Goudis - Herbalife Ltd. - CFO

Yes. We would expect when we report our fourth-quarter aarnings that China will exceed that low end of the range and { wilt
pass it over to Greg for a more update on China.

Greg Probert - Herbalife Ltd, - President & COC

Where we'are in the ficense process is we have received all local provincial approvals. Our ficense is sitting with [modcom] at
the state level. As you may know, there are three different hurdles you go through there. We are through two of the three
hurdles, So everything is progressing smoothly. No issues 1o date and we are not predicting a date we will get it because in
Chira, itis a hard thing to do, but there is no issues and we are moving through the procass very weli,

Operator

Andy Speller, A.G. Edwards.

Andy Speller - A.G. Edwards - Analyst

twas hoping to get some more color around just - f think you said there were 40-something suspensions of distributors, is that
" right?
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Greg Prabert - Herbalife Lid. - President & COO

That's correct. So 500 audits; 350 were not compliant and of that 350, only 49 did not became compliant within the three days
that we give them and so we had 49 distributorships.he-wers suspended. And of that 49, 10 of that 49 have subsequently to
the suspension become compliant. S0 out of 50#%, 39 were not compliarits,

Andy Spefler - A.G. Edwards - Analyst

And | guess - bam just trylng to work through how that number can tead to the slowdown in which we saw over the last i guess
sight weeks.

Greg Probert - Herbalife Lid. - President & COO

Right. Obviously, shutting down 49 clubs doesn't have a material impact on the pusiness the size of Mexico in terms of the
volume flowing through those clubs. The issue is more ane of an unlevel ptaying field, As you guys know, this is a momentum
business and when distributors -- [t has been a distraction for distributors.

i think the distributors that were operating legitimate clubs felt it was unfair that other clubs were competing with them. As

we told you, these clubs are in close proximity to one another. So if someone down the street is advertising or doing flyers or
T
seiting individual tabs, itis an unfair competitive advantage.

So | think it is a distraction element and what we feel is the compliance and the fact that we are suspending 49 distributorships
and continue to do audits and we ing to continue to do those audits over the next six months, we are actually going fo
beef up and probably get m month over the next six months, we think we can abate this issue and really the
Jegitimate distributors] thite will ther: be relnvigorated and | think you Wil see  return to growth in the market.

Andy Speller -A.G. Edwards - Analyst

Greg, this is really more of a recruiting issue than a participation issue of the people who are participating there?

Greg Probert - Herbalife Ltd. - President & COC

{ don't think it is a recruiting issue. | think it is a tralning issue. So many clubs were opened so fast that - for instance, if you're
vecruited and your upline teaches you—1usea sign or | sell individual tabs and you open up your store and within three weeks,
you open up five stores underneath you, those bad practices get handed dawn and it is a case of ignorance of the rules and
the right way of running the business.

So again, going cut and through the audit process, | was very encouraged that of 500 audits, the bad news — 350 were not
compliant. The good news is of those 350, ail but 49 became compliant within 72 hours of us doing the audit. 5o again, the
audit is an educational tool as weli as a compliance tool,

Andy Speller-AG. Edwards - Analyst

[ guess | am still kind of confused in terms of if it is people not showing up and selling more or is it just the trickle-ciown effect
of not opening up the clubs at the same rate they were being opened up hefore?
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Rich Goudis - Herbalife Ltd. - CFO

L think it is really a combination. it is reaily the distraction factor that people are spending time now gatting into compliance
versus growing their businesses. This is a very emotional momentum business and I think when you have oversight from the
company, that creates distraction amongst the distributor groups,

Andy Speller - A.G. Edwards - Analyst

Fair enough. Then in terms of where we think Mexico can get back to, kind of to Doug's guestion, have you guys identified a
timeline in terms of when you think growth can occur and where is that growth on a longer-term basis?

Rich Goudis - Herbalife Ltd. - CFO

Gur hope is is that by announcing this today and as Michael said, Greg is going down next week with a team of folis, that we
startworking with our distributor leadership ina very open forum and that we move forward very guickiy to resurrecting growth
in tha marketplace,

But given the precipitous drop from November to December without their participation and involvement, right now, we are
taking a very cautious fook and while seasonally we expect New Mexico would slow down in December, our expectations right
, ow, we are calling for a flat year assuming that if we can get to somewhere betwean 40 million to 50 million volume points a

Ymonth, that is essentially a flat year for Mexico. ok IW \‘SD" C""b g l %!Wm

50 we need to have the distribution issues that we talked about in the Navember call, see new distribution centers open up.
We opened up three in the fourth quarter. We need 1o see expanded and deeper training and we need to see better compliance
and we think when the complements of those things are fixed, which are the growing pains we are talking about, again Michael
said we are alf very supportive of it, but the clubs are a fantastic business opportunity,

They really embaody the three Rs in our business, That is very strang in high retention. Mexico has the highest retention of any
country in our 63 market portfolio. So we are very bullish on the concept. Our distributor leadership — it brought the issues
forward o Michael and Greg and we believe that by getting at it early, hopefully we are talking about Mexico growing again
by the end of the year,

Greg Probert - Herbalife Ltd. - President & COO

Well, we have very difficult comps in Q2 and Q3 with Mexico right now given where they are running in the business.

Andy Speller - A.G. Edwaids - Analyst

Yes, butitis really more sequential than it is year-over-year | think from this point.

Greg Probert - Herbalife Ltd, - President & COO

Absolutely correct.

Andy Speller - A.G. Edwards - Analyst

And then lastly, Rich, | know that the tax situation in terms of how you are fowering your tax issue, if you could just kind of walk
through that with me and again. | know it's complicated. If you want to cover it off-line, I guess we can do that,
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Rich Goudis - Herbalife Ltd. - CFO

Just very quickly, this s part of a two tax strategy that we put in place in '04 and '05. We had always expected that our effective
tax rate would move down into the low 30s kind of best-in-class with what you see some of our peer companies have in our
business given the globat nature of our profitability where 80% of our profits are derived autside the U.S,

5o think our strategies are definitely on target. Because of the mix of where the profitabitity is coming frem now that we have
~ relooked at our 2007 year, we believe the effective rate wil} be a little bit lower than we initially guided. We would expect ongoing
improvements in '07 and '08 as our tax strategies and the full impact of those are felt by the end of 2008.

Operator
Christopher Ferrara, Merriil Lynch,

Christopher Ferrara - Merrill Lynch - Analyst

Canyougivea little bit more color | guass on specificaily what rules were being broken? T know you mentioned advertising and
{ know people were maybe mixing in some products that weren't Herbalife products in there. Can you just talk about what the
more meaningful ruies were that were being broken?

Greg Probert - Herbalife Ltd. - President & COO

Because the two biggest noncompliance areas wet dvertising outside the storean - individual tab$)So by far, those

are the two biggest areas. And the other —1 Think you named some of the other ones, which would be having erpployess run

the store as opposed to a distributor running the store, franchising the concept — the club concept, using flyers and different
=Farms of advertising to attract people.

One of the things that we have done fo address this again is we are issuing a new set of rules down.there and again under the
request of our leadership down there, we are actually publishing what we are calling a code of honor, which the entire TAB
Team of Mexico will sign this. it will be attached to the rules and what it basically says is that they all agree to acdhere to the rules
and more importantly to train their downlines with those rutes and so again, we are very encouraged by the fact that once these
things are highlighted, the distributors in resounding numbers have been compliant almost immediately.

Christopher Ferrara - Merrill Lynch - Analyst

And then | guess if you think about it, you said | think, what, 300 and something were non-compliant, What is the average
duration of time that these guys were doing stuff that is unfairly competitive? 1 am just frying to understand because it sounds
like some of these guys were uncompliant; you shut them down quickly. Why would sales start to fal off now if some of these
guys presumably started to become compliant back in October and November?

Greg Probert - Herbalife Lid. - President & COC

Right. The audits were done. The first round of abous 150 were done in late October, early November and another round was
done in November and December. So again, it hasn't been that long since they were done. | think it is also just - it has been
building up over a couple of quarters. it got on our radar a quarter or 50 ago and we have been putting in fixes. But again it just
takes a little bit of time, [t's a momentum business and it has been very distractive and | think once we put the fixes in and we
regain that mementum, we will return Mexico to growth,
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Michael Johnson - Herbalife L td, - CFO

This is Michael. t think it is a good question and | hear where you're going and you are trying to get say a very finite detaif and
56 if this were Baskin-Robbins, how many less scoops of ice cream are being served a day and what impact we have on that.

This is a business that has got a fot of emotion and aspiration attached to it. So | opened up a Nutrition Club in Mexico City and
| play by all the rules and right down the strept fram me indiscernible) our table up or they do something — they
start selting a_shake for less price. They may not have fuil in -iL.3hey are hanging an Herbalife sign They may not
“even be an Herbalife distributor. They may not have Herbalife product, but they are trying to ride the brand onf us. T

e iy

o

What it does is it takes motivation away to open two more Nutrition Clubs and know that somebody is hawidng right on top
of me. We are going in and putting those people out of business and | dan't want to put that — F want to be very careful how |
say it because a lot of times these are not distributors. These are people who are hurting distributor momentum and hurting
our business down there.

Greg and 1 when we were down there in October visited a variety of Nutrition Clubs and what we saw was a scale of operational
--what should I say - integrity that was a little wider than we wanted. So what we are concerned about and what we are going
to focus on is making sure that a fegitimate distributor has the apportunity to expand their business on a level playing field and
in Mexico City and this is where we believe most of our issue is, Is where this is occurring right now, = s

If{ could take you on a visual tour of that, | would love to do i, We actuaily had some camera crews with us at the time just by
happenstance; we had been doing something alse. We went into see these and [ wili be very honest with you, we went into
one — what was cafled a Nutrition Club and the woman was selling a variety of products. She had a lousy presentation of
(indiscernible). She complained about the Nutrition Club down the street, So we went down the street and it was a fabulous
Nutrition Club, 10 people sitting there at 10 o'clock in the morning having a shake a tea, operating a very clean wonderful
enviroriment, well taken care of, very, very professionally done.

You see the difference in there and what we have to do is we have to support the legitimate businesses in order to protect
ourselves. And some of our growth came out of these illegitimate businesses. So we are going to go back and | would say that
these people aretess than 10% of our business down there, We don't have an exact read on i, butas we getinto the marketplace
and get deeper into it and get our local management tuned in much more deeply to some of these issues because that is — we
have to make sure that lecal management is handling this, as well as the internationat management, but they need training
too. So we are working with them,

They have been largely trained and steeped in distribution and now we are saying to them, guys, we have to get out in the
rarketplace, we have got to work with distributor leadership. We have got to work with distributor management because the
distributors are where you get the real information about what is going on about our business. So we want to make sure that
we're working very closely in the marketplace. So the training is with the distributors. It }s with our management team. [£is with
ourselves to make sure that we are creating a level playing field for this wonderfut business opportunity that is taking off in
other parts of the world, We will learn from Mexico and we will appty this knowledge rapidly as the rest of the world expands,

Christopher Fervara - Merill Lynch - Analyst

Fhear you, | am really not trying to count the ice cream scoops. 1 am Jjusttryingto -
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fiiichael Jehnson - Herbalife Ltd, - CEO

I'm not suggesting you are. | just said | know that with your analytics, you want to dive in very deeply here and 5o do we. But
there is a certain level that we can dive into,

Christopher Ferrara - Merrill Lynch - Analyst

t am just trying to more clearly understand the timing, right, because you're talking about the guy who sets up the card table
tight next door. If that started to happen in December, | can get that, but it seems like that was happening cumuiatively until
October or Novernber and then it stopped. Now sales felt off. That seems like maybe — did sales fall off because you started
enforcing the rules more strictly. Is that what it is and does that imply there is a portion of your growth or a big portion of your
growth coming from people who are doing things itlegitimately?

Michael Johnson - Herbalife Ltd. - CEO

Let me just - and | tried to answer that before, but | will try again, Greg speaks your language better than tdo, solam going to
speak to highline on it. Distributor motivation is taken away and that is the expansion. The expansion of Herbalife in Mexico,
the reason that we, in 2006, are almost three times larger than we Were in.2004 ang ecause people opened u
a lot of new Nutrition Clubs.

Jherewasawoman thatl met down there that has 600 customers amonth who had no cusiomersa month.eightmonths ago,
i hs ago. She is expanding rapidiy down there because she seized the opportunity, She s building it. When this card

e front of her and she has a competitor sitting right out there cutting the price in half, questionable product
integrity, questionable Herbalife integrity there, that siows her momenturm down.

i Is not the guy with the card table whols buying product and stopping {indiscernible), it is the wornan who doesn't expand
our business. That is the bigger issue to me down there is the expansion of Nutrition Clubs. We talked about it in the opening
comments. We are a Guadalajara/Mexico <ity predominant business. There's a lot of other cities in Mexico, but to get the
mormentum going, to get this going, the leadership has to have confidence that we are going to protect this golden goose and
protect the opportunity to go forward, And that is what we are doing.

We are sending a signai into the market. 50 the slowdown in my mind and we don't have specific analytic metrics on it, the
slowdown for us right now is fooking at the market with our focal management, with the leaclership and saying that we have
frankly lost a little momentum because the inspiration to go out and start a new Nutrition Club has been retarded by the fact
that we have these rogue operators in front of us.

Greg Probart - Herbalife Ltd. - President & COO

The only thing | would add to that is that iy addition to that, because of the suspension and the crackdown on some of the
clubs that are not operating legitimately, people that, two months ago or three months age, would have opened the same type
of club now are not opening it. They are just not coming into the business.

5o some of that growth that was driven by non-compliant activities that we have lost that growth and in conjunction with what
Michael was talking about, which is the growth in our legitimate side of the business. So F think we started to see a slowdown
a few months ago and | think it just, with the compliance taking effect, that just accelerated. But again, we need to get rid of
the non-compliance so the other 90%-95% of the business can return to sirong growth,
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Operator

Javier Escalante, Morgan Stanley.

Javier Escalante - Morgan Stanley - Analyst

Sorry for keep asking questions about Mexico, but Hustwould like to understand a couple of things, right? In your flat forecast,
are you guys assuming that you are going to be continuing shutting down nutritional clubs throughout 20077 That basically
the non-complfance rate is 10%. So as you continue rolling out this audit, you inevitably are going to be losing 10% of the
nutritional clubs. By doing that, this is kind of fike somehow freeze out the growth of the market? s that the assumption? Why
is it down? Where is it flat? Why is it not up 10 or down 107 How do you come up with the flat number? :

Rich Goudis - Herbalife Ltd. - CFO

We will have a much better read obviously when we give you an update at the end of the — far our fourth-guarter earnings. As
we said, Greg is going down next week to get into this with our distributors, But a couple of things we have said here, one is
we are increasing our level of audits. We believe that by doing that throughout the course of the year and working on the

" training that this will -- the percentage that we talked about earlier will get smaller and smaller because the training and the
quality of the training will get better and better.

We hope that when those actions come into place that we are tatking about very good growth rate by the end of the year. But
right now given our recent trends, and it is recent, so | want to underscore that, that when we look at Q2 and Q3 and the difficult
comps of trying to hit 55 miltion volume points a month, right now, a lot of things need to get better to be able to withstand
those negative comps that we expect in Q2 and Q3 before we start growing and comping better in the fourth quarter,

5o right now, we're looking at a positive comp in Q1, maybe flat to down in Q2 into Q3 and then up agaih in Q4. So that is kind
of our outlook and wholly by getting at this early, we come back in and revise these numbers and we revise them up.

Javier Escalante - Morgan Stanley - Analyst

Mathematically, Rich, what you are assuming is essentially say that I'm selling 10 millien volume points per month, that you are
not going to be able to grow that over the next 12 months and that is why you're golhg to have the dip in the second and third
quarter, right? So you're basically assuming that there is not going to be volume loss, You are simply going to be flat on vofume
and because the seasonality of the business, you are going to be down in the second and third quarter, Is that right?

Rich Gouetis - Herbalife Ltd. - CFQ

On a volume basis, we believe that the worst is past, but if you look at where we are today at 44 million volume points in
Decemnber, a lot of good things have to start happening, right? Some of it is seasonal, but a lot of good things have to start
happening to get up to a 48 million to 50 million velume point run rate. That gets us flat.

Javier Escalante - Morgan Stanley - Analyst

And the issue 1 guess and this is basically what Michae! was alluding to and i think that t agree. It seems like if 75% of the volume
is coming from these two places, what you are basically discounting is whether these two places are saturated and you have
the rest of Mexico to expand to. So what the bartiers for that expansion? Why ot accommodate whatever audits you need to
do in Mexico City and Guadalajara and why not push strongly outside these two places so we don't need to ba fiat?

www.streetevenis,com Contact Us

® 2007 Thomson Financial, Republished with permission. No part of this publication may be reproduced or transmitted in any form or by any means without the
prior written consent of Thomson Financial,



FINAL TRANSCRIPTE

Jan. 05.2007 / 11:004M, HLF - HERBALIFELTD Guidance Announcement

Rich Goudis - Herbalife Ltd. - CFO

Well, first of all, we are opening up DCs, We <aid that on our last calt. We said that was an issue that we raised midway through

'06. We opened up three additional distributien centers in the fourth quarter. But again, we donr't want to have that rampant

and rapid growth at the risk of having this non-compliance permeate into the new rarket, So | think that we're going to have

a more prudent and possibly slower growth approach to the club expansion if it takes more time and more training to get a2
- more stable business.

Javier Escalante - Morgan Stanley - Analyst

Yes, but | think that one other thing that probably all of us were struggling with your commentary about what the distributors
are doing that is so kind of like out of the rules, they don't seem serfous to us | guess. I mean the fact that samebody put a sign

‘;ﬁaimmmeiﬁﬁﬂ,ﬁ_ﬂ_gﬁerbalife and meeting people every day in the morning. 50 Wity 15 1T 50 wrong: Why is it that that is such
an unfair practice that paralyzes averybody from doing their job? | guess this is what probably some of us are trying fo understand.
__*_n,..-—--—""‘-"""‘_-“ e .

Greg Probert - Herbalife Ltd. - President & COO

§think itis really an issue back {o a level playing field and Michael addressed this | think in the comments earlieris iftam operating
under the rules and the club two blocks down is not, whether itis a big deaj or it isn't and whether it is an unfair advantage, the
perception of our distributors is that it is not fair. It is distractive and it kills momentum.

So again one of the things we always talk abotst - one of our rules in the company side is to maintain a level ing.field, for
all distributors, And if they believe that field has been tilted and we haven't done anything to correct that, it is incredibly
distractive and it kills momenturn. 5o what may seem like a small issue to you guys, whether it is advertising or whatever, to
aur distributors, it is incredibly distractive and it's a huge issue,

1 can telt you how hugeitis --as| mentioned, this has brought by our chairman's club this issue to Michaal and 1. | think in the '

second or third quarter of last year, we metagain with the S&P group. They were very emphionakaaomi-l. 0. think it has been
building up and now we are addressing it. And itis an amotional issue, but as you know] this is an emational busines
aspirational business and we have to maintain a level playing fieid.

Javier Escalante - Morgan Stanley - Analyst

And a question for you guys, Greg and probably Rich, right, you guys are keeping the EPS target unchanged with lower sales,
right? So that sounds like something that sounds like risky frora the outside. You guys are spending money i would imagine
with the audits. My understanding talking to Mexican distributors yesterday is that you guys hire @ company to do these audits,
So that costs money. Should you guys --are you guys cutting back in marketing and distributive spending at the wrong time?
So give us some comfort that the fact that you guys are maintaining EPS unchanged with lower sales. This is not going to be
eventually detrimental to the business.

Rich Goudis - Herbalife Ltd, - CFO

It's a great point initially. Let me hit the first one on our guidance and then i1l turn it over to Greg as it relates to his investment
ideas and the amount of money he is going to invest in our high-growth markets this yea, which we den't think are affected
at all from this.

We went through a process over the last couple of days and as we looked at our top fine and we tool some expectations down
as it relates primarily to Mexico and we challenged curselves as it relates to our earnings fevel,
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Most companies, as you know and most investors know, when they announce information fike this, they usually miss, They
usually are not realistic internally. They have high hopes that they can do better and they don't take the number down encugh.
We believe we are in a position where we have taken a very strong scrub to the numbers.

We had a tremendous amount of leverage that came out of our atignrent for growth initiative last year that if we didn't quide
operating margin this year as we indicated, but we had a tremendous amount of operating leverage that essentially was upside
for us to have potentially for discretionary investment that at this point we believe very, very comfortably that our EPS range
given the 6% to 10% top line, we are very comfortable with that EPS range.

We talked about possibly taking it down and some investors actuaily said, hey, this stockis going to everreact today, why don't
you take it down, give yourself some breathing room, We don't believe we need it, We believe you should expect the same kind
of performance from this Company from this paint forward,

You might think that this is an overreaction, but in this business given the independent nature of our distributors, the only way
we can talk openly with them is to disclose this information publicly so we can get at it, get them inside the tent and start
working the problem together, And better to do that on January 4 than wait until February 25 and refease this information.

Javier Escalante - Morgan Stanley - Analyst

For instance in Mexico, Rich, you should be spending mare now in order to do the audit, somehow establish controls to levei
the playing field and at the same time, you need to hring some re-excitement to the market, That will cost money, right? And
you are still building up China, You will also start a business in Russia. 5o would these - the math worles basically. Do you guys
have a spending cushicn and probably this question for Greg? | mean do you feel that you have encugh to reactivate Mexico
and at the same time maintain the growth in the growth plan that you had in place prior to this issue?

Greg Probert - Herbalife Lid, - President & COO

There are a couple of questions in there and let me address Mexico first, These audits don't cost a lot of money. Just to give you
- —the 500 audits, we did that with nine staff members. We're probably going to add about another 20 staff on a temporary hasis
to get to 30 people, which is 15 teams of two people, That is about 1500 audits per month,

Soin the next six months, we'll probably audit about 25% to 30% of our clubs and then we'll really understand the nature —the
early indication is that less than 10% of the clubs will ultimately not be compliant. So again, | gave you those numbers up 500
clubs, 49 suspensions. 5o slightly less than 10%. And then of that, a quarter of those suspended became compliant, So that gets
it down to 70%. If that number holds up, fixing that is not going to be expensive; it is probably about $100,000 of incremental
5G&A spend in Mexico over that six-month period to get an understanding of that.

To reinvigorate the Mexican market, just getting rid of this issue, feveling the playing field will reinvigorate the market, | was
down there in November. [ did a three cily tour with the leadership, saw all the TAR Fearms in Mexico, Guadalajara, Monterey.
We saw about 2000 TABTeam-nembars.and merely the fact that | announced we're geing to.enforce our rules got a standing
Bvation, This has been a pent-up issue and just relieving that pressure in and of itself will reinvigorate the market. I dont (iRl
there is a massive amount of incremental spending needed to reinvigorate Mexico, { think we just have to get rid of this one

issue.

Javier Escalante -Mo;rgan Stanley - Analyst

And what about the China, the Russias by -7
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Greg Probert - Herbalife Lid. - President & COO
Fthink Rich already addressed this.

Javier Escalante - Morgan Stanley - Analyst

What about the spending to maintain the growth in the U5 and all these other places?

Greg Prohert- Herbalife Ltd, - President & COO

Well, | think Rich afready addressed that, which is our organizing for grawth initiative realigned our spending to those: high-growth
markets and to distributor facing activities and took it out of staff functions and back-office functions, So the reason we did that
last year and took that one-time charge was to reallocate — t think you are now going to see the results of that this year.

Sowe are not increasing aur SG&A spend; we just, through our realignment |ast year, we realigned that spend to the high-g rowth
markets like the U.5., lixe China, like India, like Russia and also to distributor facing activities in all our other markets. 5o we've
already done that realignment and so for the same amount of spend, we are going to get a lot more bang for our buck.

Javier Escalante - Morgan Stanfey - Analyst

Could you remind us how much igthe realignment? Hhw much savings did you guys were realizing with the realignment?

S

Rich Goudis - Herbalife Lid. - CFO

Sure. What we said was we expected $8 milfion to $10 million of expenses to run through the P& starting in 1 uarter
of '06 and through the first half of '07. And we expect the savings of that to be somewhere in the naturgsforth of 520 millio

Javier Escalante - Morgan Stanfey - Analyst '

North of $20 million?
B e SN

h_Goueis - Herbalife Ltd. - CFO

Operator

Romme! Dionisio, Wedbush Morgan.

Rormme! Dienisio - Wedbush Morgan - Analyst

Inyour press release, you tallcabout sales growth inthe U.S. in particular, Was there something that you saw in the fourth quarter
or maybe it is just a continuation of trends in the third quarter that led you to go to that of 11910 15% growth rate in '077 Are
you still seeing strength in the Nutrition Clubsin the Hispanic market for example?
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Greg Probert - Herbalife Ltd. - President & COO

Yes, to give you the sense -- you know Michael gave you the stats for Mexico in his prepared comments, Let re give you similar
stats for the U.5. business during the fourth quarter. In October, and remember that in the third quarter, the U.5. business grew
24%.in Qctaber, we saw volume in the U.S. up 26%. In November, up 27% and then December, up 22%. 5o we believe that the
trends that we indicated with the Latine business growing very strongly in the third quarter, again strong adoption of the
Nutrition Club DMO, we believe that it is only accelerating in the U.S, and we would hope that we carry that into 2667,

But what we have done is because of what we are seeing in Mexico, we don't want a repeat of that in the U.S. so we internally
are just taking a littie more cautious approach as it relates to our growth expectations for the U.S. business. I'm sure if you talk
to our distributors, they probably have a ot higher expectations of the expansion in their growth rates. But better for us to be
a little cautious and take the learnings that we're going to get out of Mexico and apply those to the U.5, and share those with
our U.S. distributors.

Rommel Dionisie - Wedbush Morgan - Analyst

Fairenough. Are there any other markets that are seeing an acceleration? | take it a lot of this can be attributed to the introduction
of Nutrition Clubs in the LL.S. Any other markets that are seeing this kind of acceleration?

Rick Goudis - Herbalife L td. - CFO

A couple of other things to point out. Alot of people talked about Brazil and we taiked about an inflection point in Brazilin July
as it relates to the adoption of Nutrition Ciubs. And we saw in each of the months during the fourth quarterin October, November
and December that the year-on-year growth rates in Brazil continued to accelerate, For example, this is on a volume point basis
noaw so it doesn't directly correlate to what we will report as net sales, but October was up 5%, November was up 10% and
December was up 10% year-over-year,

50 again, trend — the positive trend in Brazil continues and then another large market for us, which is South America, the
Spanish-speaking South America and Scutheast Asia, we saw growth rates of 35% again on volume basis in Octcber, 42% in
November and 46% in December. So we have a lot of - we have a lot of reasons to be very optimistic on some of these markets.

I think the reason for this call was one, to celebrate the success that Michael talked about and second and most importantly is
to get this infermation about Mexico and regarding Mexico in the hands of cur Mexican distributors so they, along with our
local management, can start working this issue early in the year,

Gperator

Michael Lasser, Lehman Brothers,

Michael Lasser - Lehman Brothers - Analyst

Given what has taken place in Mexico, what gives you confidence that some of those practices aren't taking place in other
matkets? Do you think you'll need to suspend distributors in other countries?

Rich Goudis - Herbalife Ltd. - CFO

Right now, we don't know is the real answer. The audits that Greg discussed that we started in late 2006 in Mexico, we will start
doing something similar in markets where the clubs are starting to appear, Again, more just to give feedback to our distributors
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on how they might have to tweak their training methad, but right now, there s no aarly indication that there are any of these
problems outside of what we have already discussed in Mexico.

Michael Lasser - Lehman Brothers - Analyst

And it sounds ike you feel that the practices that are not compliant with the Company's rules are just taking place in the Nugrition
Clubs, not distributors who use other DMOs?

Rich Goudis - Herbalife Ltd. - CFO

Well, | think the primary DMO in Mexico are clubs. Clubs are what is the accelerant for growth. 50 that is really where the focus

has been. It is a lot more difficult to audit somebody whois doing a business from their home on the phone, on the street corner, e
sight? So the clubs are the ones that are easier to audit. They are visible to us and to consumers. So that is really the focus of e M
our audits. ’

Z(\
Obviously, we haved very expansive ethical busines;;:;cé\g;?BTJMas it relates to watching and monijtoring distributor behavior

“and their order patterns, etc, etc, from a compliance standpoint,So that goes on in all of our markets and that is well in place. W(@A&/

Michael Johnson - Herbalife Ltd. - CEO

Thisis Michael, | just want toadd to thata little bit, This is not just about compliance. We alsa have a distribution issue in Mexico
that we are addressing, We talked about that. We seem to be very focused on compliance on this call, which s fine, but we have
a distribution issue there that we think is somewhat equally weighted to this and we have a training issue in those markets.

Sowhen Greg heads down there next week, one of the reasons we wanted to get this call out of the way is really kind of twofald.
One, we can open up the kimono and have a full discussion with Jeadership about the parformance in their organization that
we couldn't have before this good old - because of all the Reg FD issues that we live under. Welcome to the CEQ fife. Then two
is that we wilf today foilow this call up with a call with our chairman's club.

One of the reasons we wanted to get this out of the way, our chairman's ciub, who are the real go-getters, the real leaders, the
people who take the stage who lead the parade in this Company who are the heavily inspiring motivating people, we have
highly aspirational folks, we will ba on the phone with them in two hours to go through this in more depth with more discussion
to say here is what we have got to do.

They will give us a ton of input and say here is what you need to do and here is the support we need and together - and this
will also be because these are global leaders, a very straightforward message to them that as this gets going in Europe, as this
gets going in India, as it gets going in other marketplaces in the world, we want to make sure we are doing this right so we
don't hit this bump in the road that we have hit here. )

Michael Lasser - |.ehman Brothers - Analyst

Mexico has been used as a model to describewhat can be achieved in other markets. it has been said as the aspirational message
for other distributors. So could the negative momentum in this market proliferate 1o others and how might you he able to
prevent against that?
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Michael Johnson - Herbalife Ltd. - CEQ
Here is the message, Two vears agh, Mexico did 200 millioR=This yea?’ 660 million in volume points,§hat means that my check

has tripled in two years, &

Rich Goudis - Herbalife Ltd. - CFO

We wilt take that problem.

itichael Johnson - Herbalife Lid. - CEQ

Yes, | will take that probfem all day long.

Greg Probert - Herbalife Lid, - President & COO

(indiscernible) It's a great question because it was a concern of mine and Michael's and we have spoken to several of our
chairman's club and some of our leadership and they see it the same way we do, whichis that's to be expected. When you grow
that fast, thereis always going to be a bump in the road and some growing pains. We are not surprised by it, We will get through
it.

Again, ene of the reasons we are having the chalrman's club -- this call this afternoon is they will help reinvigorate the market
and they will heip ensure that in Europe and the U.S. and all the other countries that are rolling out (indiscernible) clubs that

we don't throw out the baby with the bathwater. This is a great DMO. ke is a great concept, Itis built on retailing, home business, -

It is a great micrceconomic strategy for people around the world, And we want to make sure that that is put in the proper
context with our distributor leadership.

50 part of the call this afternoon, part of my going down ta Mexico is to make sure that the small bump in the road is perceived
as that and not as something wrong with the DMO. Michael and | and everyone are very enthusiastic. We still think this is a
fantastic way of doing business and very encouraged by the fact that our distributor teadership was brought into this and they
are vefy encouraged by it and you can see the evidence of that in countries like the 1.5, now.

Michael Lasser - Lehman Brothers - Analyst

Two more guestions, One way to characlerize Mexico is that it's just matured. You probably wouldn't have had some of the
distributors complaining if they had an easier time selling their products and competition wasn't so significant and the market
was saturated. So using the example of some of the other mare mature direct selling markets that haven't fared wefl in racent
- in the last couple of years like Japan, like Germany, what could be the best -- what could be the worst-case scenario for the
next 12 to 24 months for Mexica? And then t have one follow-up after that. ‘

Greg Probert - Herbalife Ltd, - President & COO

Again, Ewill go back to what I think Michae said is Mexice City is a little less than 20% of the papulation of Mexico. It is roughly
50% of our business. So obviously we're very heavily concentrated in Mexico City. Guadalajara 10% of the population, 25% of
our business, :

Sopartof this infrastructure build is to reaily go and penetrate some of the other large cities, Monterey, Villahermosa, Hermocillo,
Tijuana, the Baja Peninsula. We are not heavily penetrating any of those markets and to tell you the truth, in 24 of the states in
Mexico, we have almost no penetration, So again, we are not even close in my opinion to being penetrated in that market. We
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. only address about 30% of the popuiation of the country with our existing distribution centers and the nature of Nutrition Clubs
is if you can't service that daily business with some type of infrastructure, it is very hard for us to grow.

$o 1 think the issue is stabilize the business In Mexico City and make sure this issue doesn't permeate into some of our other
existing cities and build the infrastructure to attack the rest of the market.

Michael Lasser - Lehman Brothers - Analyst

Okay. Sorry. ljust have a couple of questions becausethisisa good forum to do it. Have you re-thought —because of the change
in the guidance, have you re-thought your uses of cash? Might you consider a share repurchase program if the levels get
attractive enough?

Michael Johnson - Herbaiife Lid. - CEQ

well, we certainly have got those ideas in our head too and we are working with the Board right now 1o formulate what the
best use of cash is for our Company,

Michae! Lasser - Lehman Brothers - Analyst

Two last questions. Last quarter, you talked about increasing inventory b 512 million in Mexico}Do you anticipate having to
take a write-off due to the slowing growth? -

Rich Goudis - Herbalife Ltd. - CFO

Probabily not from here forward. We have taken some reductions as it relates to some inventory in Mexico during the quarter,
but that is just kind of normal.

lichael Lasser - Lehman Brothers - Analyst

And last question, Greg provided great commentary on the progression of China approval earlier in the call, Could you provide
some color around the timing of -- you said you have got two of the three approvals? Perhaps when did those occur? When did
all the provincial and focal approvals come in just so we can get some sense of how fast this is moving along?

Rich Goudis - Herbalife Ltd. - CFO

Michael, 1 think Greg said more than we probably were prepared to say and we will leave itat that.

Michael Joknseon - Herbalife Ltd. - CEQ

We will take cne more question.

Operator

Scott Van Winlkle, Canaccord Adams.
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Scott Van Winkle - Canaccord Adams - Analyst

Tharks for taking my guestion, There has been a lot of questions about whether the market was saturated in Mexico. Do you
think that the indications that — maybe the last crop of distributors to come into those markets in those two major cities in
Mexico might have been a little lower quality distributor that you are having these issues with? And is that an indication of
saturation of kind of the distributor opportunity? [ hope that was clear.

Greg Probert - Herbalife Ltd. - President & COO

I think l understand the question, Scott. No, it is not necessarify a new crop of distributors. | think what we are doing is doing a
deep dive Into organizations and trying to isolate which organizations are having these particular issues.

And again, like | said before, if you were trained to do it the wreng way, then you are going to keep moving that down through
generation after generation. So again, what we want to do is isolate where this is occurring and go into those organizations
and meet with leadership and make sure that they are training and retraining and reeducating their distribuzors,

Soagain, Fdon't thinkitis a recent phenomenen, Fthink it is just something that has been building up over time. It has become
known to us recently and Fthink as we address it with the leadership and again to reiterate, this was an issue with our feadership.
They are willing to work with us very closely. 've been down there a couple of times over the past few months, going down
again next week. | think it is just an ongoing process and we wili get thraugh it.

Scott Van Winkde - Canaccord Adams - Analyst

And when you do audits of Nutrition Clubs, is there any way you can measure inventory at the club level with a slowing growth
rate and kind of ties on to the last question?

Grag Probert - Herbalife Lid. - President & COO

chinveniory tetalbyonth thedt s, like we said; it is almost a daily or a bi-weekly replenishment type of
business by its nature. They don't have a lot of working.capital to.mainizin inyentory. What we do hope eventually is that
%ugh the (indiscernible) bring everyone to compliance and do trainings, but we wifl maybe make some better paints on the
clubs and do some research on a number of members and that type of thing. So hopefully we'll get some better analytics
through these audits also.

. They don't keep much inventon te-telbyauthe.ta

Scott Van Winkle - Canaccord Adams - Analyst

And obviously, short term, you can get in there and do fraining in that market, Does this {technical difficulty) back and maybe
change or deploy a new strategy around training on a worldwide basis or have some requirements for distributors, TAB Team
and above or something, to have a certain level of training each year?

Greg Probert - Herbalife Ltd. - President & COQ

Right. | think the key learnings are to get ahead of this growth curve particularly in the U. S. now, Des, our head of sales, Des
Walsh, our head of sales and Jack [Gewillich], who is our head of this initiative are meeting with leadership, | met with them last
November, the U.S, Hispanic [eadership.

We went through what was happening in Mexico and they were very support of hey, let's prevent this in the U.S. as opposed
to dealing with it after the fact. So 1 think distributor leadership is very focused on this. Again, that is why we are having calls
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Scott Van Winlkde - Canaccord Adams - Analyst

Thanks for taking my question. There has been a lot of questions about whether the market was saturated in Mexico, Do you
think that the indications that -- maybe the last crop of distributors to come into those markets in those two major cities in
Mexico might have been a little lower quality distributor that you are having these issues with? And is that an indication of
saturation of kind of the distributor opportunity? [ hope that was dlear.

Greg Probert - Herbalife Ltd. - President & COO

I think tunderstand the guestion, Scott. Ng, it is not necessarily a new crop of distributors. | thinlk what we are doingis doing a
deep dive into organizations and trying to isolate which organizations are having these particular issues,

And again, like | said before, if you were trained to do it the wrong way, then you are going to keep moving that down through
generation after generation. So again, what we want to do is isolate where this is occurring and go into those organizations
and meet with leadership and make sure that they are training and retraining and reeducating their distributors.

So again, [don't think it is a recent phenomenon. | think it is just something that has been building up over time. It has become
known to us recently and 1 think as we address it with the leadership and again to relterate, this was an issue with our leadership,
They are willing to work with us very closely, I've been down there a couple of times over the past few menths, going down
again next week, 1 think it is just an ongoing process and we wili get through it.

Scott Van Winkle - Canaccord Adams - Analyst

And when you do audits of Nutsition Clubs, is there any way you can measure inventory at the club level with a slowing growth
rate and kind of ties on to the last question?

Greg Probert - Herbalife Ltd. - President & COO

bt is, Ilke we said, |t is a%mos? a daily or a bi-weekly replenishment type of

inyentory. What we do hope eventually is that

through the (|nd|scernibie) bring everyoe to compllance anci do tralnings, but we will maybe make some better paints on the
clubs and do some research an a number of members and that type of thing. So hopefully we'll get some better analytics
through these audits also.

Scott Van Winkle - Canaccord Adams - Analyst

And obviously, short term, you can get in there and do training in that market, Does this {technical difficulty) back and maybe
change or deploy a new strategy around training on a worldwide basis or have some requirements for distributors, TAB Team
and above or something, to have a certain level of training each year? '

Greg Probert - Herba;.'ffe Ltd. - President & COO

Right. [ think the key learnings are to get ahead of this growth curve particularly in the U, 5, now. Des, our head of sales, Des
Walsh, cur head of sales and Jack [Dewillich], who is our head of this initiative are meeting with leadership. | met with them last
November, the U.S. Hispanic leadership.

We went through what was happening in Mexico and they were very support of hey, let's prevent this in the U.5. as opposed
to dealing with it after the fact. So | think distributer leadership is very focused on this. Again, that is why we are having calls
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only address apout 30% of the poputation of the country with our existing distribution centers and the nature of Nutrition Clubs
is if you can't service that daily business with some type of infrastructure, it is very hard for us to grow.

So I think the issue is stabilize the business in Mexico City and make sure this issue doesn't permeate into some of our cther
existing cities and build the infrastructure to attack the rest of the market,

iichael Lasser - Lehman Brothers - Analyst

Okay. Sorry. [ just have a couple of questions because this is a good forum to do it. Have you re-thought - because of the change
in the guidance, have you re-thought your uses of cash? Might you consider a share repurchase program if the fevels get
attractive enough?

Michael Johnson - Herbalife Ltd, - CEQ

Well, we certainly have got those ideas in our head too and we are working with the Board right now to formulate what the
best use of cash is for our Company.

Michael Lasser - Lehman Brothers - Analyst

Two last questions. Last quarter, you talked about increasing inventory b $12 million in Mexico}Do you anticipate having to
take a write-off due to the slowing growth? )

Rich Goudis - Herbalife Ltd. - CFO

Probably not from here forward. We have taken some reductions as it relates to some inventory in Mexico during the quarter,
but that is just kind of normal. '

Michael Lasser - Lehman Brothers - Analyst

And last question, Greg provided great commentary on the progression of China approval earlier in the call. Could you provide
some color around the timing of - you said you have got two of the three appravals? Perhaps when did those occur? When did
all the provindal and local approvals come in just 50 we can get some sense of how fast this is moving along?

Rich Goudis - Herbalife Ltd. - CFO

Michael, | think Greg said more than we probably were prepared to say and we will feave it at that.

Michaei Johnson - Herbalife Ltd. - CEO

We wilt take one more question.

Operator

Scott Van Winkle, Canaccord Adams.
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with Chairman's club. This wilf be something that we will address on stage at major events, I will address it in my comments
this March at our leadership retreat, honors program. This is a Mexico isolated issue. The key tearnings are let's get in front of
this around the rest of the world and | think leadership is behind that very strongly.

Michael Johnson - Herbalife Ltd. - CEO

Fwant to thank everyene, this is Michael, for your questions today. We are going to wrap up. it is 9 o'clock out here and we have

got to get on with Mexico today. We will always be open and direct with aur shareholders and our owners in this Company. It
" is a philosophy that | will never back off of and we came forward with this news, as we said, really for four reasons early this
morning.

We thought it was important that you know the news as we know it, | must tell yoiL Lam.some: L, 14 : reaction
in the markef. Maybe | need more seasoning. This is what | am going to call a mp in the road Greg and I have Iooked at each
other deepin the eye and through the night and talked to our Mexico team and cur feadership. We believe that thisisa short-term
issue, cerfainly not a long-term issue, The penetration rates in Mexico are still very low, We are in two cities there where we run
a maijority of our business and | am confidert that the leadership, the Chairman's Club, the President's Team and all of our
Mitlionaire TAB Team and GET Team members are going to live up to their opportunity and share that opportunity with others
in Mexico and | am really confident about the world at large for Herbalife,

fwould put one cautionary note at there. | think China is an '08 story for us. Fthink '07 is still an investment year and a build year
for us in China. We hdve no definite date for our license there. We are a different company there than many of our competitars
because our competitors were in what they cali the change mode and had 1o get a license in order to legaliy operate, We were
operating just fine there last year and we are operating fine there this year.

{ continue to be excited about our long-term prospects based upon the megatrends in health and obesity and the strength of
our marketing plan and the diverse stage of our business, the hard work and the streng momentum throughout this really
fantastic distributor organization we have.

And fwould Jike to just take a moment because | know a jot of them are on this call to congratulate the distributors once again
for $3 billion and | would like to invite all of you on this call to join us and where we will have this March 5000 distributor leaders
from all over the world come together to celebrate the extraordinary accomplishment of $3 billion and we will hand out in
excess of $30 million on stage right here in Southern California and it will be a very exciting moment for this Company, our
distributors and hopefully for you, our investors and analysts, who follow this Company. 5o come on and join us. Come on and
see us in March,

Wa wiil be on the phone again with you in February recording our quarterly earnings and ready for your questions and hope
to talk to you throughout the quarter. So just want to say thank you ali very much for your support of Herbalife.

Operator

Ladies and gentlemen, thank you for participating in today's conference. This concludes the program. You may now disconnect.
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Michae! Lasser - Lehman Brothers - Analyst

Hi, guys. A couple of quick questions. Historically, Michael, you and the rest of the management team have talked about the
benefit to the business of being a publicly traded company in terms of lending credibility to the distributors and also being a
source of motivation for the distributors, How do you view that, at [east in theory, changing if the structure of the company was
privately held? :

Michael O. Johnson - Herbalife Lid, - CEO

Wow, Michael, you tried to trap me right away. As you know, | can't really get into that untli we get down to the brass tacks of
which direction the special committee is going to take. The only thing | would add to it is that our distributors are extremely
confident right now. They are very confident in the way they are doing business. | woutd think that no matter which way we
came out at the end of this their confidence isn't going to wane. The one thing a distributor said to meis that, here isa company
that Whitney bought for under $700 million under five years ago is has atready, has lobbed a bid in around $3 billion thatis a
big sign of confidence for them. So, regardless of which way this goes, they lock at it as a hugely confident statement about
not orly present but the future of the Company. | don't want to step too much further or F will have lawyers chasing me down
the hall.

iviichael Lasser - Lehman Brothers - Analyst

Okay. I guess, real quick follow up to that, you and the rest of your team have done a fantastic job of driving the turn around of
the Company. Would there be any change to the motivation level of management if it were a privately owned company rather
than a publicly traded one?

Michael Q. Johnson - Herbalife Ltd, - CEQ

Weli, again, Michae), | don't want to step in and question the motives of managemant. But our management is very dedicated
10 seeing this company grow, No matter how it is positioned in the future, that growth will still be paramount to our success
around here, People get rewarded when there is growth,

Michael Lasser - Lefiman Brothers - Analyst

Great. As far as China, is there any concern that if you do not get a direct selling license in the next couple of quarters that you
could begin ta lose some of those distributors who are focused on that market to other players or other opportunities? If there
is some concern, how might you approach preventing that from happening?

Michael O, Johnrson - Herbalife Ltd. - CEO

Well, it's interesting. Greg and | are on a plane tomarrow morning leaving for China. | might be able tc answer that question for
you a lot better in nine days. We are going to spend nine days over there, we're going to six different cities, we're meeting with
distributors, going to a lot of our stores. We have got a bonus pay out there in Hong Kong coming | think on Sunday. Saturday
or Sunday there, we are pretty excited about that. | am not sensing any of what you mentioned right now. | will have a better
answer for you in a week, or nine or ten days, excuse me, We are spending a long time over there. Greg and | are on the move.

Michael Lasser - Lehman Brothers - Analyst

Hopefuily, you wiil get your picture taken for the license. {laughter]
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Michael O, Johnson - Herbalife Lid. - CEC

Fwill put a big srile on my face for that photo.

Michaei Lasser - Lehman Brothers - Analyst

No doubt. Have you also considered auditing — conducting audits in other markets? | understand there are different DMOs and
the problems that have arisen in Mexico are mostly associated with the Nutrition Club DMO, but to prevent any sort of
nencompliance issues in other markets, what is the perspactive on conducting audits outside of Mexico?

Grag Probert - Herbalife Ltd, - President, COO

itis a great question, because when we asked ourselves, how do we get ahead of this issue in other countries so we don't have
the same issues? So, what we are looking at is, cnce we get to a certain level of Clubs in a country, we will do internal EBP audiis
through our own group. But, also, probably more important than that, is that werking with the leadership to basically audit and
train their own Clubs and their down lines, Because, it's really stemmed not from, as [ said on the last cal}, not from a lot of
distributors wanting to willfully do things against the rules, but reaily it's through a lack of training, understanding the rules,
understanding the policies of Herbalife. And therefore again, we are beefing up training and working with leadership in the
t.5. and Jamaica and other countries where we have a lot of distributor clubs, nutrition clubs and sa [ think, we are gettlng
ahead of it and we don't anticipate having the same issue in other markets,

Michael Lasser - Lehman Brothers - Analyst

Final guestion, you think being domiciled in the Cayman Islands limits some of your financial flexibility, Are there any thoughts
to you changing the domicile sa in fact there wouldn't be a limit to how much cash you could deploy to share purchases?

Richard Goudis - Herbalife Ltd. - CFO

Not at this time, Michael. We are very pleased with that domicile. And 1 think you have seen some of the benefit of that through
our tax strategies,

Michael Lasser - Lehman Brothers - Analyst

Thank you very much.

Qperaior

Next question is from Doug Lane from Avondale Partners.

Doug Lane - Avondale Partners - Analyst

Good morning. Fjust have two questions. One, specifically following on the previous question. What are the chances that some
of the issues In Mexlca spill over to the Hispanic population in the US? And then, secondly, can you talk a fittle bit about why
the CapEx outlook in '07 increased since January?
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Greg Probert - Herbalife Ltd. - President, COO

Okay, Doug, this is Greg, | wilt take the first one and Rich wili take the second one. We have the same leadership in many cases
between Mexico and our Latino business in the U.S. And so, we have been working with our leadership. | think they really
understand the need as they grow the clubs for training and making sure that people are or board it correctly. So, ! thini, what
you will see is that that is not going to become an issue in the 1.5, We will also, as | said, in response to the other quastion is,
we will beef up our EBP policies in the U.S. and other markets and make sure that this doesn't become an issue. 50, | think, we
don't anticipate this as being a sighificant issue outside of Mexico.

Richard Goudis - Herbalife Ltd. - CFO

Doug, as far as the CapEx guides, | think that was a typo in the press release, it shouid have s hen 35t 545

had initially indicated in November,

Doug Lane - Avondale Partners - Analyst

Okay. All right. Thank you.

Operator

Your next question is from Andy Speller from A.G. Edwards.

Andy Speller - A.G, Edwards - Analyst

Good marning. Rich, first for you, on the SG&A, you did a real goed job in the quarter, and we set a new level for the - either in
terms of SG&A doilars or in terms of the expense ratio on a go forward basis now.

Richard Goudis - Herbalife Lid, - CFO ‘

f believe Michael would answer that as not good enough, obviously, and that's why -

Michael O. Johnson - Herbalife Lid. - CEC
You got that right.

Richavd Goudis - Herbalife Ltd. - CFO

And that was the reason for our line up for growth initiative last year, 5o, | think you have just seen the beginning of better
leverage and better deployment of cur discretionary investment, and this is reaily discretionary -- the dolfars that touch the
distributors will continue to spend appropriately and more in line with the sales growth. But in areas where we can leverage
the business you will see us do that from this point going forward. '

Andy Speler - A.G. Edwards - Analyst

The gross margin in the quarter was a.bit lighter than what twas fooking for, Is that a mix issue or is there something inherently
going on there keeping that from expanding higbmsmt? T
Mm .
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Richard Goudis - Herbalife Ltd. - CFO

No, slight to the mix but we also did have *;MQM inventory did move up in the quarter as vou saw. We took a few
write offs. Similar methodology for taking those write offs, but given the size and some of the prospects for future turnover,
that inventory we took some write offs we expect it to return to more normal levels in the first quarter.

- Andy Speller - A.G. Edwards - Analyst

In terms of write offs?

Richard Goudis - Herbalife Ltd, - CFO

No, as far as gross profit.

Andy Speller - A.G, Edwards - Analyst

Michael, in terms of the new product you guys are bringing to the market, You say you're bringing it in the U.S. or is that going
elsewhere?

iViichael O. Johnson - Herbalife Lid, - CEO

Well, the idea is to get them in the U.S,, get distributor acceptance. And we have to go through, as you know, a global licensing
process, And that process takes time, and as we develop these products, we, of course, try to look for neutral ingredients that
travel fast. But it is becoming more difficult in the world to roll a product out quickly, There is more, obviousfy, bureaucracies
that we deal with, rules, regulations on a focal market basis. But yes, we will rali them out internationally, it does take time, it
takes us about really about a year and-a-half almost two years to get a product from inception in the U.S. out to a majority of
our markets.

Andy Speller - A.G, Edwards - Analyst
Ckay. Thank you.

Operator

Next question is from Rommel Dicnisio from Wedbush Morgan.

Rommel Dionisio - Wedbush Morgan - Analyst

Hi.Good morning. Just a question on Taiwan, you saw 14% growth out of this quarter, which sequentially was a nice improvement
from the third quarter, I think it was down, can you just talk about what the drivers were there and what the outlook is going
forward for that market?

Greg Probert - Herbalife Ltd. - President, COO

A couple of things. One is a lot of our distributor leadership returned to Taiwan, Part of the dip last year we attributed to that
leadership being both in China, establishing businesses, and also down in Malaysia [opening] the market. So we think they are
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back in Taiwan now and rebuilding and recruiting again. That is ene thing. | think we're starting to see some Nutrition Clubs
penetrate Taiwan, So, | think that is another factor that's driving our business. And our outlook for the year is probably low
double digit growth in '07. ’

Romemel Dionisic - Wedbush Morgan - Analyst

Okay. Great. Also just a folfow upS Best Defepse, gan you just talk about the global expansion of that product? Is that available
in a lot of different markets aroundThe world now?

Michael 0. Johnson - Herbalife Ltd, - CEC

I wish Best Defense were available everywhere, It's a wonderfui preduct. But right row it s just in the US. We are |ooking at it
for other marketplaces. We want to get the momentum behind it in the U.S, very strong. It is @ — as you know, jt's a direct
X [ it b
competitor to a product c,zn’e/d—.z\’ir—t;orﬁgy\/e usually don't mention ather products but a lot of people seem to know that name.
We think it's a much bettér product because of the quantities and the qualities of the ingredients that we have in there, So,
we're going to be looking at it, but right now it's pretty much a U.S. phenomenon, that type of product, We see a little bit in
Australia and we see it in some other markets. But that type of product is pretty rouch a UL5. marketplace phenomenon. No, we
don't have big plans for it internaticnally yet.

Remmel Dionisic - Wedbush Morgan - Analyst

Okay. Fair enough, thanks very much,

Operatoy

The next question is from Javier Escalante from Morgan Stanley.

Javier Escalante - Morgan Stanley - Analyst

Hi, good morning, everyone; | have a couple of quastions on Mexice and then a couple on the U.S. and China. Greg, could explain
to us again why is it that the better January does not translate in a change in the fiat forecast for the year? Why we have to look
at February, which is the month in which distributors requalify? | didn't quite get it, the explanation why January was strong
but February was in line and therefore you guys are maintaining the flat forecast for Mexico?

Greg Probert - Herbalife Ltd. - President, COO

Right, Well, if you remember, January is our requalification_menth. So we have to take on that 52 million velume points is the
requatification volume. So, a fot of our distributors requalified that month, so the orders are unusually high, January is always
a big, big month for us, around the worid due to that. So what we do is we take the 52 and try and cull out the requalification
valume to really look at sort of the oraanic, and that gels us into the high 40s, and like we said, 45 to 47, we are tracking in
February. Remember, February, again, is a shorter month. That leads us to believe that our guidance of 600 mitlien volume
morthe year Is pretty good we are not coming off that guidance right now.
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Javier Escalante - Morgan Stanfey - Analyst

But basically, | understand that, but my how was, say, February, right? | understand that wouldn't - you don't - you feel
comfortable with your guidance. So I'm just trying to understand a little bit what's happening. The February 2007 volume points,
do you have a sense whether they are going to be up refative to the 44 millicn volume points that you guys had in 20067

Michael 0. Johnson - Herbalife Ltd. - CEO

Yes, | think Greg had mentioned in his prepared comments, Javier, that we are tracking 45 to 47 million at this point, Which is
up single digits over a year ago. :

Javier Escalante - Morgan Stanley - Analyst

And that's why you are saying that in the quarter you expect Mexico to be up single digits?

iiichael 0. Johnson - Herbalife Ltd. - CEQ

tthink high singlé digits, Javier.

Javier Escalante - Morgan Stanley - Analyst

Okay. The other questions that ! have is within Mexico, right? My understanding is that most of the situation has been in Mexico
City, and [ just would like to know whether volumes are — if you have kind of visibility over whether volumes are stili declining
in Mexico City? And also whether you have been able to tease out whether this is a retention issue or a productivity issue? if
you can talk about Mexico City a little bit.

Michael 0. Johnson - Herbalife Ltd. - CEQ

Javier, that is a good question. 1 think that we will be in a better position to discuss that on our first guarter earnings call. Now

just started to look at Mexico the same way started looking at U.5. a couple years ago, which was by top markets. So, if you can
be patient with us another three months, | think we will start to disclose that kind of information to the street then,

Javier Escalante - Morgan Stanfey - Analyst

And then, | guess, probabily in the same token, right, my understanding is that you guys are already opening up distribution

. centers outside in new areas, right? Is there any sense of the impact of the expansion in infrastructure? Is there any pick up in

productivity, in recruitment ar was this just an irritating factoer for distributors but really is not gaining volume [action] [mutliple
speakers]?

Greg Probert - Herbalife Ltd, - President, COO

| think the answer is it is too early to tell, Javier. We just opened up the centers in three in December and the rest between
January and April of this year. I think, 2gain, probably next quarter we will see the impact of that. [ think in my prepared comments
I talked that, we only cover ahout 30% of the market now with our existing pick up centers, And with the new infrastructure
we're building we expect that to almost double. So, | think, again, intuitively, if you double the access points and remove the
points of irritation, | think both those things shouid have an impact on penetrating the market outside of Mexico City and
Guadalajara,
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Javier Escalante - Morgan Stanley - Analyst

Okay. But now, | get you what | want it to be. Because, basically, if your forecast is based on February numbers, right, it is still
and you are basicaily basing your forecast on February numbers, [n a way, is it not that your forecast basically is assuming that
there {s ho improvement either in retention, productivity or recruitment as a result of alf of this expansion in infrastructure that
you guys are planning? Sure, basically, basing - you're you telling me that the forecast for Mexico, right, is based on February
rates but at the same time there s February doesn't reflect the benefit from the investment that you guys are doing. So, basically,
in a way your forecast doesn't exclude the benefit -- doesn't include the benefit from the investment. Is that a fair assessment?

Richard Goudis - Herbalife Ltd. - CFO

Yes, Javier, as we discussed last night, [ think you know, we are not going to up Mexico until we actually see it start to pick up.
We think over the next six months, as Greg said, it's going to be a little bit bumpy. Bumpy while we expand our infrastructure
for our distributors and improve the access points, and as distributors take on their responsibility, which is go deeper with
training. We think that, as they go deeper with training it may slow down the expansion and epening of two clubs, but it might
improve the retention and the sustainability of the ciubs that have been open. So, I think we will have a lot more insight in the
next earnings cali, Until we see that pick up on a sequential basis we're going to be very conservative as it relates to our cutlook
for Mexico.

Javier Escalante - Morgan Stanley - Analyst

I understand. Moving to China. This is kind of like a question for Greg or Michael, From what | understand in refative to what
you said you are in the licensing process, this is kind of reverse from what we are hearing from one of your competitors. Basically,
what | understand fram you guys is that you get the whole thing set up on a provincial level and you are waiting for the centra
government to give you the okay. And I'm hearing fram another company that they have the okay from the central government
butthey are having issues with the provincial level. Am E getting this right? mean is that the processes of reverse for you guys?
What is going on?

Greg Probert - Herbalife Ltd. - President, COO

Javier, 1can't really talk about what other Companies are going through. Our experience is before you can go to MOFCOM and
get the central government's approval you need to get provincial approval, 5o, we've dene that, and we now have submitted
itto MOFCOM, the state governmentand awaiting approval, So, [ can't really speak to what other companies are going through.

Javier Escalante - Morgan Stanley - Analyst

And | guess you probably mentioned this in the prepared remark but they were really, really fast, 1 just would like you to see
whether you can come back again to the U.S. calendar in terms of product launches and distributor meetings. [ gather you'are
geing to be launching the children's line in july. And so, | would assume that the next extravaganza is going to be also in July,
right?

Michael 0. Johnson - Herbalife Ltd. - CEFO

Yes, the U.S., this is Mike, the U,5. summer extravaganza is in July. We go through what we call extravaganza season in July we'll
be all over the world. And we will be launching new products at each of those extravaganzas. And then, the July U.S, extravaganza
it will be the children's line and the sports line. :
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Javier Escalante - Morgan Stanley - Analyst

And Michael, how many extravaganzas did you guys have planned for 2007 relative to 2006.

Michael ©. Johnsen - Herbalife Ltd, - CEO

We had six {ast year and we'll have six this year.

Javier Escalante - Morgan Sfanley - Analyst

So, it's basically in the same places. So what we need to look for is for an increase in attendance, right, given that you are not
touching new places?

Michael O. Johinson - Herbalife Lid. - CEO

It depends on, of course we are limited by the size of the arenas we are in, too. 5o, yes, should the arenas allow us, E don't have
the exact capacity for every arena that we're going into right now, but we out stripped our capacity last vear. | would expect
we will see somewhere in the area of 75,000 distributors over those five meetings.

Javier Escalante - Morgan Stanley - Analyst

That's great. And then kind of like, one final point on Brazil. You guys referin the 10-K about the - and before in prior conference
calis about your push into personal care. Could you kind of tell us kind of in a nutshell what you guys are going to be bringing
to the table visa vie Avon and Natura?

Greg Probert - Herbalife Lid, - President, COO

We haven't disclosed that yet and we probably won't until we get further down the road mostly for competitive reasons.
Chviously, Avon and Natura are the two big guns in Brazil and we don't want to lay out our strategy. But, you're right. Part of
our strategy is to look at that market, it's significantly bigger, probably 9x higger than the nutrition segment. So we thinkit's a
big segment that we want to further penetrate, we'li leave it at that.

Javier Escalante - Morgan Stanley - Analyst

Then an update in what is happening with the nutrition clubs in Brazit. Are they gaining transaction? You decided to slow it
down. How is — what is a DEDMO in Brazil looks like now?

Greg Probert - Herbalife Ltd. - President, COO

They are gaining transaction. A lot of our distributor leadership, speacifically, Pedro Cardoza, who's aur Chairman’s Club in Brazil,
are going around the country opening these clubs up. They are taking slightly different form. What we are seeing is different
types of clubs emerge. That is why we call them Customer Clubs as opposed to Nutrition Clubs. Nutrition Clubs is one of the
type of Customer Clubs we have. And we think the base in Brazil with the farge population a sociceconomic segment is very
similar to Mexico in many ways, We think there is a huge market there. So [ think, we are not quite past the tipping point yet.
But we are in a transition period, F think, over the course of this year. We expect to make a lot of traction in opening the clubs
in Brazil.
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Javier Escalante - Morgan Staniey - Analyst

Thanl you very much, guys.

Michael G. Johnson - Herbalife Ltd. - CEO

Okay. Why don't we take two more questions and then we will wrap up.

Operator

Next questicn is from Michaef Lasser from Lehman Brothers.

ichael Lasser - Lehman Brothers - Analyst

Hi, guys. Have you gotten a sense from the special committee of how transparent a process that will be run?

Michael O. Johnson - Herbalife Ltd. - CEO

Weli they are communicating as they can with the Board. They have hired, as you knaw, bankers and an attorney, lawyaers to
represent them. They are in constant communication with us. We have made a presentation to them last week. We will make
another presentation and have meetings with them throughout the process. But, beyond that, again, it's hard for me to get in
and comment on specifics because someone will write it down and Ewill be repeating myself somewhere that | don't want to
be repeating myself. They are fully independent, nonconflicted board members who are on this committee, They are working
very, very diligently at this, very hard.

Michael Lasser - Lehman Brothers - Analyst

In the U.S. any thoughts, not to look at it from a negative perspective, but any thoughts on why the growth in the Anglo
population has been somewhat slow? '

Richard Goudis - Herbalife Ltd. - CFO

Well the non-Anglo in the quarter it was up about 7% year-over-year. And | think, that, In and of itself, is a littie bit stronger than
industry average which is probably about 5%. So, again, | think from a marketeer standpoint so we still feel happy with that.

Michael Lasser - | ehman Brothers - Analyst

Non-Hispanic or nen-Anglo?

Richard Geudis - Herbalife Ltd. - CFO

The non-FHispanic.
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Michael Lasser - Lehman Brothers - Analyst

You said non-Anglo. Excuse me, Non-Hispanic [multiple speakers],

Richard Goudis - Herbalife Ltd. - CFO

Yes, non-Hispanic, Anglo.

Michael Lasser - Lehman Brothers - Analyst

As far as the U.S. being up to the mid 20% range in January. How much of that is due to the requafification benefits?

Richard Goudis - Herbalife Ltd, - CFO

I am sure that there is a portion of it. We typically see the recall move the needie in January and we typically get a little softer
in February. But even February is pacing on a year-over-year growth rate in fine with what we saw in January. So, we are very
bullish on the outlook for the U.S. business. :

Michael Lasser - Lehman Brothers - Analyst

[Pacing] in line in terms of the growth rate?

Richard Goudis - Herbalife Ltd. - CFO
Yes,

Michael Lasser - Lehman Brothers - Analyst

As far as the total number of Customer Clubs in the U.5. and around the werld. Can you provide that number?

"y

‘Michae! 0. Johnson - Herbalife Lid. - CEO
t think we said affout 1500, m ¢ a little bit more in the U.S, and on a global batis a little bit over 40,000,

iiichael Lasser - Lehman Brothers - Analyst

Okay. Thank you very much.

Michael Q. Johnson - Herbalife Ltd. - CEO

Ail right, Michael. One more question then we will just end here,

Operator

Your next question is from Javier Escalante from Morgan Stanley.
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Javier Escalante - Morgan Staniey - Analyst

Given that there are some guesticns about the Board, | felt -

Michael 0. Johnson - ngbaﬁfe Lid. - CEO

You couldn't congain yourself,

Javier Escalante - Morgan Stanley - Analyst

Mo question about it. How do they, could you give us a sense how do they understand the role in all of these, right. Because,
number one, is it that they see themselves just analyzing the Whitney's offer whether itis fair or not? Or they will be looking
into other alternatives refative to this would be the offer? That is number one. Number two. Say that they come up with an
alternative different at Whitney's, So when it gets to vote, you know it is going to be based on prorated by shareholder. So,
basically that Whitney doesn't have a veto power over ehat alternative, right? linaudibie] diarification.

Michael ©. Johnson - Herbalife Lid, - CEO

Javier, and everyone else, my favorite part of these questions is watching our Chief Legal Counsel rise out of his chair when you
ask him. 1t is the elevation that it provides is actually very entertaining.

javier Escalante - Morgan Stanley - Analyst

Could the Legal Counsel then answey the question? That's 2 - [multiple speakers] Are the board members limited to just analyzing
Whitney's offer? Number one. And number two, say that the board members come up with an alternative to Whitney's offer,
will this offer be voted for across all shareholders or does Whitney have a veto power?

Michael O, Johnseon - Herbalife Ltd. - CEO

You are going to get a really eloquent answer from our Chief Legal Counsel. Brett?

Brett Chapman - Herbalife Ltd, - General Counsel

lavier, it's Brett, we really can't comment on that,

Javier Escalante - Morgan Stanfey - Analyst

How can you not? How can yeu not comment on [muftiple speakers]?

Brett Chapman - Herbalife Ltd. - General Counsel

It is in the hands of the special committee, They are evaluating the offer, and they will come back to all of us when they are
ready and they have finished their analysls.
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Javier Escalante - Morgan Stanjey - Analyst

Let me ask a question. Does Whitney have veto power?

Brett Chapman - Herbalife Ltd. - General Counsel

It would depend on the terms of the structure of whatever happens going forward, Youwill have to just look at our public fifings
for it. ‘

Javier Escalante - Morgan Stanley - Analyst

Fwould take that as a yes?

Brett Chapman - Herbalife Ltd. - General Counsel

twouldn't. You will have to evafuate this yourself. We can't comment on i, Javier,

Michael O. Johnsen - Herbalife Ltd. - CEO

Il tell you one thing, Javier —

Javier Escalante - VMorgan Stanley - Analyst

[multipie speakers] binary question. Do they have veto power or not have veto power?

Brett Chapman - Herbalife L td. - General Counsel

Javier, | can'tanswer the question. You'll have to lock at our publicfilings on this because there's no easy answer to that question.

Javier Escalante - Morgan Stanley - Analyst

Butifitis public why do | have to refer to the pilot? If it's public you should be able to summarize it in a nutshell for us,

Brett Chapman - Herbalife Ltd. - General Counsel

[faughter] No further comment.

iMichael 0. Johnson - Herbalife Ltd. - CEO

Javier, it's just, it's not safe territory for us to get in speculation on what a deal structure or an offar will be. We are in very early
stages here.1was just part of a-- | sit on a board of anather major corparation that just had a $14 billion take over, and basicaily,
a lead blanket is thrown over all the board members during this process, basically for safety concerns.

Javier Escalante - Morgan Stanley - Analyst

So, Brett, can you enumerate a circumstances in which Whitney woutd have veto power?
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Brett Chapman - Herbalife Lid. - General Counsel

No, we can't comment any further at this time, Javier.

Javier Escalante - Morgan Stanley - Analyst

You said that this is public information. We should just go and look forit?

Michael 0. Johnson - Herbalife Ltd. - CEQ

Javier, why don's — I mean, if you need to look thrcugh those documents, which you are certainly -- we implore you to do, and
if you have some type of legal questions on those, | would implore you to give Bretta call.

Javier Escalante - Morgan Stanley - Analyst

Thartk you, t will, Okay. Thank you, very much, gﬁys.

Michael 0. Johnson - Herbalife Ltd. - CEO

Let me just do this. We seem to be on this tracl a littie bit here of the proposed offer — the offer not the proposed offer in the
Company. Let me tell you what's going on inside here, it's business as usual. We have no breakin continuity with our distributors
whatsoever, We have a lot of confidence, a ton of momentum going out there, we'te growing, we are getting stronger and
more confident. And as | said just 2 minute ago, the momentum with cur distributor organization has never been better than
itis now. ‘

t am really proud of the distributors for hitting this milestone that Mark Hughes dreamed of, they have dreamed the Mark
Hughes dream and they've succeeded $3 billion in tetail sales which is a tremendous, tremendous accomplishment for everyone
It is notonly distributars but it is great news for our amployees and our shareholders for the Company. We're going to celebrate
this great feat, we're going to host our leadership here at our Presidents Summit in Los Angeles-sext-mopth. We're going tQa~=-=
give aut $30 million on stage, That's going to be a pretty strong event, | should say pretty strong, it will be a phenomenal event

for out distributars. This is the highest bonus payout in the Company's history. it is an incredible achievement.

But you know I've said this before, we've got so much apportunity around this Company, the nutritional hahits around the
world are unfortunately deteriorating and health care costs skyrocketing and recognition is increasing overall that weli-being
is predicated on a balance between good nutrition, proper nutrition, weight management and a heaithy active fifestyle. Many
of our top markets, and we see it again today, large companies are down sizing, create a tremendous under-employed population.
On top of that the population is aging, beginning to enter retirement, and we provide really a wonderful businass opportunity
to help supplement people’s fixed incomes. ' :

These are all very positive trends for the future of Herbalife. Our distributars, they are attracted by a compeiling business .
opportunity and th}yaa-re-st:ppqted by high-quality science based preducts. They are helping people all over the world achieve
RUtTonal gans gd finandial gajfy we'll continue to invest with ther.so, that fhey can become more successful, We fook forward
to tatking to all of yau and giving you another great quarter, consecutive guarter of growth and great results. Thank you, very
much, for being on the call. We will talk to you again soon.
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Operator

Ladfes and gentlemen, thanks for participating in today's conference. This concludes the program, you may now disconnect,
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And finally, let me reiterate our second-quarter full-year guidance, Due to the strong performance ins the first quarter coupied
with our positive outlook for the balance of the year, we expect secend-quarter EPS to be in the range of $0.58 and $0.62 and
full year 2007 EPS to be between $2.49 and $2.56. We also are increasing our top-line guidance to 7 to 10% for both the second
quarter and full year as we now expect the U.5. business to exceed 20% growth for all of 2007, We believe Mexico wili be flat to
up slightly, reflecting the tremendous efforts of our distributors to improve their business. Please note that these estimates
exclude expenses expected to be incurred related to our realignment for growth initiatives and the tax adjustments made in
the first quarter related to our review and adoption of FIN 48. Our guidance also excludes the potential accretion or dilutien
related to the $300 million share repurchase program recently approved by our Board.

That concludes the recap for our first-quarter financials. Let me quickly turn it back over to Michael before we open up for Q&A.

Michael O. Johnson - Herbalife Ltd, - CEO

Greg, Rich nice job. Nice job by our distributors and our employees. Just before we open up the cail to your guestions, F want
to reiterate my strong belief and our strong belief regatding the strength of our business.

As you know, during the quarter, the Board received an unsolicited offer to purchase all of the Company's shares from J.H.
Whitney. Therefore, as part of good process, the Board set up an independent special committee that was responsible for
evaluating the offer, After their evajuation which included working with independent advisers, the special committee rejected
Whitney's offers.

During the entire process, we stressed toour distributors and employees that it was business as usual for all of us. Ouy management
team continued Its focus on improving our operating results and building long-term shareholder value. However, we do
collectively believe that our business is frankly often misunderstood by Wall Street and our Companyis undervalued by almost

any metrici see used by the sell-side research analysts.

| | Bt
Our Board took active steps a few weeks ago that reflect their understanding of our business fundamentals and their postiv p v
outlook for aur future, We believe that the authorization of the $300 million share repurchase and the implementation of Wit
quarterly cash dividend policy shouid be viewed as a very bullish signal. We came out of the antire process with the Board, th fﬁ‘;?"‘\%
management and distributors all unified and focused on the future.,

to create certainty for our distributors. As | said eatlier, we beljeve that certainty creates confidence ameng our distributors and
that distributor confidence creates momentum in our business. All of those have never been better. We contin

ue to be very
excited about our future, We stand ready for your questions, Fire away. M \&m\e&\

We have a very highly-motivated and unified distributor organization, Greg and 1 along with our management team worked ‘\,o _{t‘smﬁ

Brett Chapman - Herbalife Lid, - General Counsel

Kevin, you can open up for questions now. Thank you.

QUESTIONS AND ANSWERS
Operatoy

(OPERATOR INSTRUCTIONS). Michaei Lasser, Lehman Brothers.
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Michael Lasser - Lehman Brothers - Analyst

Nice starl to the year. Michael, in your commentary about deploying cash back to shareholders, perhaps you can talk about
your philesophy for how you will execute your share repurchase program, Is it the type of thing where you will be in the market
censistently or may look to have - spit on some firepower should there be a momentary dip (technical difficulty)?

Michael ©. Jolhnson - Herbalife Ltd. - CEO

I would love to answer that question. Poker is poker, and you don't want to show your cards too early. So we're going to be
opportunistic and we will play it aut as the opportunities present themselves,

Michael Lasser - Lefiman Brothers - Analyst

And then talking more about the China situation, what is your understanding of how the license may be expanded? is it the
type of things where once it demonstrates success in the geographies that you have an approval for, it will be expanded? And
do you have a sense of the timing for that?

Michae! 0. Johnson - Herbalife Lid, - CEQ

lam going to let Greg handie that one,

Greg Probeyt - Herbalife Ltd. - President, COO

"I think a simple answer is we do not know right now. If you look at some of the other companies that got their ficense [ast year,
getting additionat licenses has been somewhat siower than expected, So we will continue to build out aur retail model in those
provinces where we have not received a license. | think we've been very successful with that model. As we do get our license
in additional cities and provinces, we will convert over to our direct selling rmodel,

Michael Lasser - Lehman Brothers - Analyst

Thenlastly on the product portfolio front, have you thought about moving more into cosmetics perhaps? That's been a success
in the direct selling area. And how do you plan to effectively compete in areas that you are at a higher price point than some
of the other competitors out there perhaps in the personal care products area?

Michael O. Johnson - Herbalife Ltd. - CEQ

We're continuing to look at the opportunity in what we would call nutritional skin care rather than cosmetics, Cosmetics is more
about color. We believe that bringing nutrition to skin care is a very opportunistic area for our Company and especially fits well
into our overall theme of our mission for nutrition on a global basis,

We already have a very advanced skin care line where we put vitamins A, Cand E in the Neurofusion line. We call it Ace for Your
Face. It is what we want to bring to our cosmetic —- or not reaily cosmetic to ol skin care or outer nutrition as we call it, which
is leading-edge science to it.

We're looking around the world at oppertunities in marketplaces 1o look at those pricing scenarios for our abilities to biring
products into those markets and benefit our distributors and.of course our sharehalders. So yes, we have same ideas. And no,
I'm not going to give them all to you.
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Michael Lasser - Lehman Brothers - Analyst

| appreciate you taking my questions. Keep up the good worlc.

Operator

Doug { ane, Avondale Partners.

Mitlke Jacobs - Avondale Partners - Analyst

. This is Mike Jacobs in for Doug Lane. | saw where Germany and the Netherlands appeared to have slowed. What is exactly your
strategy there in Germany and the Netherlands?

iflichael 0. Johnson - Herbalife Ltd. - CEO

I think it is pretty much what we have been doing over the past few quarters, is reafly focusing on a good balance of both
recruiting and retention and retailing the product. In Netherlands, we were a little encouraged at how Q1 was ou first growth
quarter in two years sequentially. So | think we're starting tosee a tittle bit of a stabilizing force in the market there.

Germany, | think we have some branding issues to deal with. And we are dealing with those and we are working on some
branding initiatives. | won't go Into detail now to give them away. But | think you'll see some of that over the next couple of
guarters.

So again, it is part of running a portfolio of 64 countries, They dor't always perform at high growth in every quarter. But we're
very focused on those markets. And Wynne Roberts, wha runs EMEA for us, Is very focused on those two markets. Fthink bottom
story is the distributor leadership is engaged and working very clasely with us. And we're hopeful that we can turn those around
sometime in the near future, '

Operator

Scott VanWinkle;, Canaccord Adams.

Scott VanWinlde - Canaccord Adams - Analyst

Also great start to the year. First for Rich a financial question. Rich, what's going to happen a year ot two from now when China
direct selling is a much more significant piece of total revenue? What happens to the royalty overrides at that paint?  know
you've tatked about what they were this quarter excluding China,

Rich Goudis - Herbalife Lid. - CFO

Scott, we'll just continue to normalize as we justdid on this call to make sure that we're looking at apples to apples with royalties,

Scott VanWinlle - Canaccord Adams - Analyst

But today in China, most of the sales | assume are happening in the stores, where - [ am wondering is what happens to the
royalty expense when you start seeing sales on the street,
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Rich Goudis - Herbalife Lid, - CFO

Let me just clarify, all our sales are happening in the stores right now before we convert to a direct selfing license. And the
secand part of your question, can you repeat that again?

Scott VanWinkle - Canaccord Adams - Analyst

Is it different inma the royalty expense once you have sales that are happening out on the street in direct selling?

{V Rich Goudis - Herbalife Ltd, - CFO
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We dor't expect that to change as we're using the employee madel, That is what really nglng the cost into SG&A versus up
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Scott VanWinlde - Canaccord Adams - Analyst

When we were talking about Brazil, there was a comment about Centralized Clubs versus at home, Does this mean that more
than one distributor is.involved in a club or can you just explain a little?

Greg Probert - Herbalife Ltd. - President, COQ

This is a concept that we see springing up in Central America and also in the United States. It is a concept where severai
distributars witl run a club together, Instead of being in someone's home, it is in more of a retail-type rented location, And the
distributors wilt keep the clubs open actually all day as opposed to generally in the morning in Mexico. Multiple distributorships
will run the club. They will each take part responsibility for whether it is making shakes or running the training or whatever,

And they have proven very successful, not only for the customer but also recruiting new distributors who will then go off and
open their own clubs. So this is something we've seen emerged over the — probahly the past couple of guarters. And we think
it's probably the right model for Brazil, And our leadership are moving down the road of that type of mode! in Brazil as opposed
to the in-home clubs.

Scott VanWinkle - Canaccord Adams - Analyst

t guess the last question is probabily for Michael. On the sponscrship side, | certainly support getting the brand out there to
everyone you can. My question is, how do you measure success and how far can it go?

Michael O. Johnson - Herbalife Ltd. - CFO

There's two ways to measure, One is by fead generation. And atall of the events that we are sponsoring, we have the opportunity
for distributors to do what we call the three hours — to recruit people, to retail the preducts and actually sample and use it as
a retention mechanism.

For the tour of California, | was there at the end of it. One distributor had aver 1000 leads generated at that event alone. That

......... ICCess. me )i
‘Ehe Word spread among the distributor community that this is the opportunity in order to get leads and lead generation, which
is the most - really one of the most important parts of building an organizaticn. That becomes a word-of-mouth phenomenon,

They become more involved in these.
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We have distributors who are doing their own events now who are setting up. But they don't need the corporate sponsarship
to do it. We had a distributor last month in Charleston, South Carolina who went to a marathon there. She setup her own tent,
did her own marleting and got over 800 leads in two days. That is a very significant achievement. So that is one way of measuring
it.

The other way of measuring it is obviously by the number of hits we're getting on our website and other websites throughout
the world and by the distributor's support of this activity and this tactic. At firsg, | think people were a little hesitant in seeing
us take the brands and explade it like this. Now our distributors are wholeheartedly behind it. They see the opportunity. They
understand this is a way to significantly build presence, soften the market for them and the ability for them to come in cn the
heels of one of these opportunities.

The reality is when Beckham hits the pitch on July 174, there isn't going to be a magazine in the world that has anything to do
with sports, women lifestyle, anything like that where he isn't going ta be seen with an Herbalife jersey on his chest, So this is
a real opportunity for our distributors to take the challenge that we've given them, which is to activate their business to make
it mare accessible to anybody who wants to become involved in the business opportunity orin the consumption o theretailing
of aur products., So the measurements are in lead generation and they're In awareness.

O-Ferator

Rommel Dionisio, Wedbush Morgan.

Rommel Dionisio - Wedbush Morgar - Analyst

Just a clarifying question. think in your prepared comments, Rich, you talked about the gross margin impact coming -- 40 basis
points from negative country mix. Fwas just a fittle confused hy that, just given the L5, was up 23%. Is that because a lot of the
incrementai U.S. sales are coming from weight management and the shakes from the Nutrition Clubs? Can you just go into a
fot more detait on that, please? :

Rich Goudis - Herbalife Ltd. - CFO

No, it has mare to do with - if you think about the growth we've had in both the U.5. and Mexico recently compared to as a
percentage of overall Company sales compared to Europe. Europe, we get a better volume point to net sales conversion, which
we see that benefit in gross profit. When the U.S, and Mexice, they have a - let's say a less favorable conversion from volume
point to net sales. So that is where the country mix we're tallking about.

Rommel Dionisio - Wedbush Morgan - Analyst

That makes sense. Thanks a lot,

Operator

Javier Escalante, Margan Stanley,

Michael Q. Johnsan - Herbalife Ltd. - CEO

We have been waiting for you.
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Javier Escalante - Morgan Stanfey - Analyst

Thank you. | have a couple of questions on Mexico and China, right? Basically if you can lef — help us understand on your
infrastructure building, you mentioned how many distribution centers you have open. How many are left? Is all what you're
going to open these nine distribution centers, or is there going to be mare for the balance of the year?

Greg Probart - Herbalife Ltd. - President, COO

No, we're not opening anymeore for the year. We think that's enough. As | said, it gets us in close proximity to about two-thirds
of the population of Mexico. And what we really want to do is focus on building — working with our distributors, help them
build their businesses in those centers and see the impact those sates centers have on the business and then develep a plan
for “08, whether we'll open additional centers in '08. So | think we have more than enough to do to grow those centers, We just
doubled the addressable population in Mexico,

Javier Escalante - Morgan Stanley - Analyst

Greg, in those places where you now have distribution centers, do you have the capability to kind of like discern whether the
volume trends vis-a-vis the places where you do not have them, have you seen any improvement as you open up these
distribution centers (multiple speakers)?

Greg Probert - Herbalife Ltd. - President, COO

H's ton early to tell, but we will track that in terms of what the Impact is on the business, And if you remember when we had a
lot of the sates coming out of Guadalajara/Mexico City that were being shipped by distributors back to the other sales centers,
there's alittle bit of a cannibalization effect there, What you really want to o is see the market stabilize and look at some of the
cities like Monterrey or Villahermosa and measure that impact. Historically, we have seen a discerible improvement in the
growth of the business by opening sale centers like in Lyon or Tijuana. :

Javier Escalante - Morgan Stanley - Analyst

[ think back in January, you guys mentioned that you guys have a first assessment at about 10% of the distributors are now
compiiant. And in talking to distributors a coupie of weeks ago, it seemns like it is still kind of ke it's an area that about 10% of
the Nutrition Clubs may not be as viable. Is that consistent with what you're seeing that basically because of the concentration
in Mexico City and with Guadalajara probably you may lose 10% of the Nutrition Clubs in this year?

Greg Probert - Herbalife Ltd. - President, COO

1 think that number is a little high. What we said before and we're seeing is the compliance - because they're in compliance
upon the first visit, has actually improved. That would make sense because of the training we're doing, the training the TAB
team is doing and the compliance.

S0 the first visit compliance is increasing and we're very happy about that. Then | think upon second visit and working with
distributors, we're seeing about the same compiiance rate. And ance we suspend the distributor, if you remember, we said
some of those distributors will become compliant once they are suspended. And then, we end up with probably around 5% of
the business that just doesn't seem like it is going to become compliant.
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I think that is fairly consistent with what we've said over the past couple of quarters that we think there's probably 5% of the
business that will go away. Now, a lot of that has already gone away. So1 think you've seen that impact in going from our height
of the business. Last July and August, we were doing 60 million volume points. And a lot of that loss from 60 down to the 50
was due to the 5% of the clubs going away.

Javier Escalante - Morgan Stanley - Analyst

But is it not your sense that some of the issues at thevoot of the compliance issue - L know training is a huge part of it. But also
maybe that some of these Nutrition Clubs are too close tagether and they need to spread out a littie bit and that is why you're
opening up these distribution centers (multiple speakers).

Greg Probert - Herbalife Ltd. - President, COO

1 don't think that's an issue. But certainly a lot of our growth we believe is going to come from areas outside of Mexico City and
Guadalajara. But we do believe there is still growth in those cities, as evidenced by the fact we're going to open up a fourth
sales center in Mexico City this month. So again, we think we're still not fully penetrating those cities. But again, | think if we
took our penetration for Mexico City and Guadatajara and rofied it out to the rest of the cauntry, what that shows is significant
headroom for growth, -

Javier Escalante - Morgan Staniey - Analyst

But let me ask you then the question more precisely then. My understanding is that a lot of it has to do with Mexico City. Are
trends in Mexico City itself improving? Or there is still negative?

Greg Probert - Herbalife Lid. - President, COQ

Mo, | weuld say they are improving.

Javier Escalante - Morgan Stanley - Analyst

They are, But it's stifl negative but they are coming hack a biz/

Greg Probert - Herbalife Ltd. - President, COO

Right. What you're saying as | said in prepared remarks, | think sight now, we're going through a phase where our distributor
teadership is stabilizing their business, They're training their down lines to became compliantand they're not opening as many
new ciubs as they did historically.

Javier Escalante - Morgan Stanley - Analyst

(multiple speakers} China quickly, okay? Canyou tellus —a couple of very basic questions in China, right? How many distributors
did you guys have?

Secondly, if you can explain very simply the difference in corspensation between your normal —1 mean we krow there is this
retail infrastructure that you need to have and they operate as service centers. But can kind of like could you really explain to
us how these distributars are being compensated In China? | know they're part of the payroll, but could you elaborate a little
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bit hetter about the compensation of the Chinese distributors so then number of distributors, the compeansation as you can
explain it.

Then you upped the forecast from 25 to 50 to 75% in China this year, What is the assumption there? What exactly - know you
just said that the timing of licensees outside the two territories you were granted is uncertain, So Fwould imagine that the up
in the forecast is just direct sales in these two provinces, but | JUSI’ want to confirm that,

Rich Goudis - Herbalife Ltd. - CFO

Sure. Let me take the first couple and [ will leave the last one to Greg. The first one, the number of supervisors, we have
approximately 10,000 supervisors. if you look at our K, we had about 7000 just a quaric age, so we have a good progress in
supervisor growth. In the K, we delineated between our standard employees and the China distributors that we categorize as

employees. /j

For competitive reasons, | don't want to disciose our compensation program other than to say that we are abiding by all local
regulations. We have a very competitive marketing plan for our distributors.

And as far as growth, [ think we initially indicated for the year that we would grow about 25% in China excluding the license.
We are very positive on the outlook for China now that we received the license for these two fairly large cities, about 14 mitlion
people inthese two cities early up in the year where we can actually start to convert those cities and start to see some acceleration
towards the back half of the year. | think those were the real, key questions you had, correct?

'y Javier Escalante - Morgan Stanley - Analyst
& .

et Yes, it is. But basically so then just — is the assumption that something equivalent to the 35% royalty fee now s going to be
bulging the SG&A because now these people are employees? Is that the way to think about it?

Rich Goudis - Herbalife Ltd. - CFO

o

Yes, yes. But again because of the glabal nature of our plan and [ woufdn't say overal! from an operating margin standpoint i
R{Vill have any different effect. | think it is just geography on our P& for GAAP purposes.

Javier Escalante - Morgan Stanley - Analyst

No, I understand that, { am just more interested in how much of payback is going to be given to the distributors and [justra]
says how attractive the income opportunity will be for them. 1 understand that it is Just moving from that one line to the other,
{just wantto see whether the pool of money of the traditional Herbalife business would be avaifable to the Chinese distributors,
But | guess it is going to show in a different line item,

e,

€ Rich Goudis - Herbalife Ltd, - CGFO

Obviously, there's a limit in the payout. Again, we're compliant with all local regulations, And other than that we'd rather stay
somewhat quiet on our compensation plan as it s a competitive advantage for us. ’

4
L

Operator

Andy Speller, A.G, Edwards.
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Andy Speller - A.G. Edwards - Analyst

My goat far you around the branding initiative, you guys have done a ot to expand what you have. Can you just talk about as
you look out over the next year or two what things you might change, where you might go? Should we expect to see more
things fike you just announced at AEG, or do you think it will be more on a smaller scale? k looks ta me like you're going larger
than smalier.

Michael 0. Johnson - Herbalife Ltd, - CEO

You're not going to see any big announcements like the AEG. That is a huge deal for us, it is a big one for the Company. We
_ made a strategic decision in the last year as we got ready for this is that we wanted to turn te more to the local activities over
to the distsibutors, AEG is a global partner for us. We wilt be doing things on a global basis with them far a lot of things.

We have quite an arrangement with them. We are their largest tenant here in LA, starting in 2008, And we will core their LA.
lives with Herbalife. And that is a branding initiative as much as it is a corporate office initiative because we wili be right in the
heart of the core of the fargest construction site going on in the world right now. Somebody said that the other day.

What we're going to do is really entice our distributors to take over the brand on a local basis - is to continue to push out. 5o
yous will see more materials created and generated by us on a local basis, opportunities for them to take the brand and tocalize
it to the marketplace. | would love to see kids running around with soccer jerseys with Herbalife Galaxy on them. 1 wouid love
to see it in baseball tearns. We would like to see it in badminton in Asia, We would like to see it globally in every sport where
parents get involved with their kids have Herbalife right out there in front.

We're aiso doing a iot with our brand in terms of community service In our social side of our Company. We have 25 Casa — 27
— 1 get correctad here quickly correctly Casa Herbalifes which is where we get involved with nutrition programs in homes for
kids at risk. Qur distributors become involved in that on a daily basis.

"These are — while they work very well from a social standpoint, they're also a great branding standpoint for us. lt gets our brand
and our distributors out in the community. We have sponsorships now in over 30 markets globally, everything from the —as
you heard the Finnish ice hockey team and you can — some of the most famous hockey players who play this game - Kiprusoff,
who is a great goalie, and Teemu Selanne, who is a fabulous hockey player here for the Anaheim Ducks, That's an unsoficited
pitch for my Ducks whe are doing very well in the playoffs right now.

So you're going to see continuing improveme-nt inthe branding and the quality of our brands thi’oughout. Butit's mostly going
to be pushed down towards distributer activity on a local basis,

Andy Speller - A.G. Fdwards - Analyst

Would that imply then the cost of the branding initiative would be less on a go-farward basis?

" Michael ©. Johnson - Herbalife Ltd, - CEO

We will provide materials for them. We're not going to do big, huge event-type marketing like we are right now, Like | said, it
was a big, big, big decision for us, & lot of discussion internally to look at the things we're doing on a local basis and supporting
at the Company level we're going to turn over to distributors and take those funds and push them more up towards a global
relationship with someaaone like the Galaxy. And hopefully, you will see Galaxy jerseys with Herbalife on them in marketplaces
all over the world.
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When we made this decision, we investigated it very carefully, what Beckham means and what the sales of jerseys are and teams
to [be slate for] like Manchester United and Real Madrid and the impact on viewing. We already have people watching the
Galaxy all over the world via the Internet,

Herbalife distributers who are having parties in Chile and bringing teams of people in to watch and see that Herbalife jersay
on there. We were a great partner for the Galaxy and they're a great partner for us. Because we are going to expand their fan
base on a global basis and they're going to expand their reach with a star like Beckham.

50 with that said, we made that investment. We're very excited about it. We're going to maximize it and activate it on a local
basis and then continue to activate this brand through distributors. And like I said, that distributor in Charleston, South Carolina
which he did on our own initiative, went out there and set up a tent with Herbalife product out there and sampled Liftoff to
people, it was a great oppertunity to show herself the opportunity of getting out into the local market but other distributors
as well.

When we get on stage, we show these things, We show distributors in the Philippines who had supported a triathlon down
there, did it on their own vaolition, Each year, this wornan will come back and support this triathlon now because she's getting
leads. It's a great way to build community for her distributors and expand our brand. Sorry; | am blathering on here. But I'm
excited about what these guys are doing.

Rich Goudis - Herbalife Lid. - CFO

You'd think of it as a percent of sales, our distributor facing expenses. We want to have that vary with our growth rate, So as a
percent of sales, assume that cut would be flat. But it may change from branding to prometions or some ather marketing things.
I think Greg wants the flexibility to stimulate the particular marketplaces.

Andy Speller - A.G. Edwards - Analyst

Then, Michael, if | could just talk about the Beard dynamic given what has happened here in the last quarter or so with the
unsolicited offer, Can you just taik to how the Board is with Mr. Castleman with the offer in being Chairrman and all? Can you
justaddress any issues that put investors maybe at -- fears maybe at bay that you might have a dysfunctionat board or something
like that?

Michael O. Johnson - Herbalife Ltd. - CFO

We just had a board meeting. We had an annual meeting and a board meeting tast Thursday. And it was frankly the best Board
meeting that | think we have had in the history of the Company. Because the benefit of a process like this is that we have - cur
independent members of the Board are more tuned into this Company than they ever have been. They've spent months
understanding this Company much better than ever before.

We have wanted to get a board retreat together to really introduce the Company and how our distributors operate. This special
committee is now more tuned into this Company than they have been in the past. The issues flowed much mare simply in the
meeting because of the depth of knowledge that they have.

Peter is a tremendous supporter of this Company and of our distributors and has been undeniable in his desire to see this
Company succeed and see shareholder value increase. When Peter put his bid in for this Company, our stock was trading at 33.
What has come out of the other side of this is the stock trading near 40, a dividend and a share repurchase. Those are all great
benefits for our distributors, so | have to hand it to Peter for creating incredible shareholder value through this process.
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He saw a $33 stock and said this just does not reflect the value of this Company. He made a try. His try was taken by the Board
and rejected, whiich is fair. Peter is a business man, He does not carry personal Issues about this. Now he's carrying the stock;
it's got a4 in front of it instead of a 33. Soi think he's got to be feeling better about our stock price. 1 think we all are. 1 think our
Board is more unified than ever before. And ] am feeling confident as we go into the future.

Brett Chapman - Herbalife Ltd. - General Counsef

Ken, why don't we take one more question?

Operator

Chris Ferrara, Merrill Lynch.

Chris Fervara - Merrill Lynch - Analyst

I will go back to Mexico. Sorry 1o belabor this. But the doubling of the addressable population, can you just taik a little bitabout
that second half that you will be addressing now? What are the dynamics of that part of the population? Are they tougher to
get to? Are they easier to get to? Are they the same? How did clubs pick up historically when they began in Mexico City? What
kind of dynamics are you seeing early on in the new places where you guys are popping up where maybe no one has even seen
this concept before?

Michael 0. Johnson - Herbalife Ltd. - CEO

I think it is probably — in short statement, it is probably the same addressable population that we saw in Mexico City and
Guadalajara. 5o | think the model will work the same as it did in those two cities. It is not that we do not have businesses in
those cities. Montetrey has - 1 think we do severat million velume points a month in that city, It is just it's underpenetrated
considering it is the third-largest city in Mexico. -

So again, we're going after the lower sacio-economic (technical difficulty) with these clubs, [ think those exist throughout
Mexico. Soagain, [think we're just opening up access points for that demographic to the products and thatthereis an oppottunity
in the Company.

Chiris Ferrara - Merrill Lynch - Analyst

Soyou think that second portion of your the addressable population can get to the growth rates as they ramp up that vou saw
from the portion of Mexico you started from the start a couple years ago?

Michael 0. Jehnson - Herbalife Ltd. - CEC

 think ultimately we could see that Chris. If you remember though, we have always talked about how long it took for the
Nutrition Clubs to ramp up. It's exponential. So you're probably talking 18 to 24 months out info the future till you see maybe
the explicit exponential growth. So right now, we just want to make sure that we plant the seeds correctly.

If you really look at what we're doing now, is really retraining and working with our distributors to retrain. Because what we
want is those clubs, when thay go out and proliferate and open new ciubs, we want them to make sure they're all compliant.
They are all properly trained on the mission of the Company, on the products of the Company. And therefore when they go out
and replicate, we don't - replicate good practices as opposed to bad practices.
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Chids Fevvara - Merrill Lynch - Analyst

Just on supervisor growth in general. | guess the Mexico and Central American region held en pretty well in supervisor growth
relative to where sales went, Can you talk a littie bit about that and what is driving that dynamic?

Rich Goudis - Herbalife 1 td. - CFO

You're talking about new supervisors or just total supervisors?
p

Chiis Ferrara - Merrill Lynch - Analyst

Total supervisors,

Rich Goudis - Herbalife Ltd. - CFO

Total supervisers for Central America was up 57%. | see that more fike a balance sheet. These a lot of people. There was a high
level of attention, primarily in Mexico, with one of our highest retention fevels is 55%. Mexico had 64, almost 65,000 supervisors
in this quarter versus 41,000 a year ago. So there's 23,000 more distributors, 56% maore driving the business. But that is a great
thing.

Chris Ferrara - Merrill Lynch - Analyst

No, tgetthat. | am just trying to understand why that number would've held on so well, given where sales have gone. Obviousky
productivity is down a little bit, but you're not seeing people dron out of the businesses. Is that the right way to characterize
{multiple speakers)?

Greg Probert - Herbalife Ltd. - President, COO

They're not so much dropping out of the business other than I think what we tatked about in response to Javier's question about
there's maybe 4, 5% of the business that are |leaving. What we're seeing is really the sfowdown is more attributable to not
opening up new stores. And that is on purpose, Our distributors want to retranche and retrain and then go back through a
period of acceferated growth.

-ﬂ‘“;ﬂr-.

' ch)/j,th‘i‘ﬁ?{\;\rﬁgaﬁuwli see [s retention will probably actually go up as we go through this phase, And then, we want to get back

G active recruiting yhich is another word for. opening new Nutrition Clubs,

B i

Brett Chapman - Herbalife Ltd. - General Counsel

Kevin, why don't we just hand it over to Michael at this point for his dosing comments?

Michael Q. Johnson - Herbalife Ltd. - CFO

_Yes, thank you everyone for being on the call. It really is a pleasure to speak with you and hear your questions, especially you,
favier, we love the way you go deep and in depth with us. That's truthful. } want to thank our distributors and employees for
their efforts in creating really a spectacular year, & record year for us. | am proud of our distributors because they are the ones
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who are leading in us hitting this milestone that Mark Hughes dreamed of, 3 billion in retail sales. This is a great achievement
and we've really believed that there is so much more zhead of us. :

Momentum with our distributor organization has never been greater. Nutritional habits around the world are frankly troubled.
Healthcare costs are skyrocketing and recognition is increasing that overall well-being is predicated on a balance between pop
{technical difficulty) weight managernent and a healthy, active lifestyle. Just think of -- just in America alone if we can bring a
better balance nutritional face to them and more people with a proper weight on their frames,

Just think of what would happen to our healthcare program. Fdon'thear anybody talk about that in any presidential campaigns.
They just talk about spending more maney, rather than getting people in a proper healthy active [ifestyle with good nutrition.
Herbalife can solve that. We have got a strong belief in that.

And on top of that, our population is aging. And it is beginning to enter in retirement, We're seeing many of our top markets,
large companies are downsizing, creating a tremendous, underemployed populatign. Alf of these are very positive trends,
unfortunately negative in society but positive for our Company and the future of our business. Gur distributars are attracted
by competliing business opportunity, and they are supported by cur high-quality science-based products.

We're helping people all over the world with cur vision for nutrition and helping them achieve their nutritional and financial
goals. We will continue to invest behind them so they can become ever so much more successful. Thank you for your interest
and your support in Herbalife.

Operator

{adies and gentlemen, this does conclude today's presantation. You may now disconnect,
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This concludies our prepared remarks, We will now open the line for your questions.

QUESTIONS AND ANSWERS
Operator
(OPERATOR INSTRUCTIONS). Ch rié Ferrara, Merrill Lynch,

Chris Ferrara - Merrill Lynch - Analyst

{wanted to ask about the accretian fram the buyback versus the tax friction associated with having the nondeductible interest
expense. What is your view of whether it is accretive, dilutive? it locks like itis completely offset for the full year '07 so far, is that
right?

Rich Goudis - Herbalife Lid. - CFO

slightly. 1 still think it was about $0.01 accretive in the second quarter net net. And we expect it to be accretive $0.01 each in
the third and fourth quarter, | think what you're really seeing, the majority of the increase in the - sequentially in the effective
tax rate was really reflecting country mix.

Chris Eervara - Merrill Lynch - Analyst

You are saying that there is no tax friction associated with buying back the shares for 20077

Rich Goudis - Herbalife Ltd. - CFO

~ There was, | think we said last night it was probably 20 to 30 basis points of the sequential move,

Chris Fevvara - Merrill Lynch - Analyst

Just shifting over to the European business in general. | guess could you just refresh us on the pians in place to move more
toward the developing side of Europe versus the developed side of Europe, given that we're still seeing sluggishness in the
market?

Greg Probert - Herbalife Ltd. - COO

This is Greg. | think what you'll see is we're developing - currently developing plans to more strongly penetrate Russia and
Central and Eastern Europe. Including we just hired a new General Manager for Poland and Centrat Europe, And she will also
be assisting us on Russia, [ think that is - part of the strategy is really tomove a fot of our resources from, | think, Western Europe
where we have - you know, we have some growing markets, but tthinkitisa stable and single digit growth business in countries
like the UK, and Sweden is a very hot right now, and move a lot of our resources ovey into Eastern Europe, Central Eurcpe, where
a lot of other direct selling companies are very successful and experiencing double-digit growth, That was also part of the OFG
process last year to really start the process of realigning those resources. | think you'll see additional realignment throughout
20095,
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Chris Fervara - Merrill Lynch - Analyst

Would you have any kind of a time frame as to when growth in the region recovers?

Rich Goudis - Herbalife Ltd. - CFO

I'think excluding FX, we're looking probably at the back half of '08 to really start to see some of these initiatives unfold.

Chris Ferrara - Merrill Lynch - Analyst

That would be driven by the developing side of Europe as opposed to the developed side, or is that based on an assumption
that some of your more sluggish developed markets recover?

Rich Goudis - Herbalife Ltd. - CFO

I think three things. We taiked about oneis our sfuggish markets that have been sluggish overthe last coupieyears, like Germany
and the Netheriands, we do expect those to improve with a lot of the initiatives our distributors are undertaking, primarily with
the Nutrition Club. And alse our sampling lead generation DMO seems to be — have some interest in those markets. As well as
we believe that a lot of our plans for the developing markets in the Eastern will start to unfold in the first half of 2008,

Michael . Johnson - Herbalife Ltd. - CEQ

Let me jump in, it is Michael here, | think we need to be careful about Europe -- mainland Europe, Western Eurcpe. We would
hope that we woutd see some 2008 --  think Rich is right - at the balance at the end of 2008 some of these initiatives take hold.
The place [ get confidence is that the U.S5. is 27 years young. And we're having a vibrant growth rate in this marketplace because
distributors has reengaged. They have aligned around DMOs, have been successful in Latin America. They have seen those
work here. We presented those ideas and demonstrated the success of those through distributor voices, not through management
voices, to distributors in Europe, in Cologne, We had 18,000 plus people at that event. kt was our largest event in Europe's history.

I think a lot of people came to see is there some magic that ] can partake and participate in and take into my business? Itis going

"o require people to work very hard to huild their business. We saw that it took thrae years for Mexico to get on track with
Nutiition Clubs, and then flattened because of infrastructure issues, and now responded well to some of our changes we made
in the market in management and infrastructure opportunity.

We're looking at Europe very carefully, very clpsely. Greg and | have taken a very personal interest. 1 know Wynne Roberts, who
runs Europe for us, is looking atall the opportunities, Our advancement into Africais an exciting one forus. Itis a limited product
rollout in Zambia, Only two products in there to support specific DMO to see if we can acculturate our Company to a growing
opportunity in the African continent. We are also excited, as Greg said, about Eastern Europe and the Balkans and the Baltic
states that offer promise for direct selling.

We have had growth in Italy and in France and in Spain that has been -- in Portugal — that has been very promising to us. As
you move to the northern side of Europe, our growth has slowed. And we are looking at ways to operate inte minority communities
there to see if we can get some incantive invigorated business going through some of these DMOs that have been so succassful.

A lot of European distributor leadership have been here in the U.S. looking at the Anglo success models. And so it takes time,
Itis definitely in a transition in mainland Europe, And | think Rich is right, the balance of - the end of '08 is probably the place
to start looking for some upside for us, But we have some nice stoties in Continental Europe right now in the Latin marketplaces
thare, '

www streetevents.com Contact Us

© 20607 Thomson Financial, Republished with permission, Mo part of this pubication may be reproduced or transmitted in any form or by any means without the
prior written consent of Thomson Financial. -



FINAL TRANSCRIPT

Aug. 07. 2007/ 11:00AM, HEF - (2 2007 HERBALIFE LTD Earnings Conference Call

Chris Ferrara - Merrill Lynch - Analyst

And then just one more. Can you try and give an idea of where your upside was? You blew out your sales number obviously,
the midpoint of your range in Q2. Can you give us an idea of where that upside came from, what regions relative to your own
expectations?

Rich Goudis - Herbalife Ltd. - CFO

| think sales were slightly above because of currency. | think we were expecting the leverage that you saw. This goes back to
last year. Really two things. One is Michael's commitment and promise to get 50 basis point of operating profit margin a year.
So you're are starting to see that leverage come through, reflecting the realignment for growth initiative we had and articulated
at the back and of '06. I think it was very much in line with what we thought internaily.

Chris Ferrara - Merrill Lynch - Analyst

Fm just talking about the fact that your sales growth, and even you guys have been guiding E think 7% to 10% this quarter, and
you did 13.8%, right? FX was only 3.5. So even if -- you would have to assumed a currency drag, right?

Rich Goudis - Herbalife Ltd. - CFO

Yes, so if you're talking for the third quarier our guidance was 8 to 10% topline. Now again you've got to remember that the
third quarter fast year it becomes our most difficult comp for Mexico. Also fast year was when the US, started growing 24 plus
percent, so we had a difficult comp with the U.5. Than last year we started to lap the benefit of some of the currency benefit
that we have gotten. Once again, visibility for us on topline is the most difficult part of our model to predict, so we'll continue
to remain cautious as we guide the toplina.

Chris Eerrara - Merrifl Lynch - Analyst

Rich, I'm sotry, | was - right. | was referring not to Q3, but to Q2. The fact that you -- what was the delta in you doing 13.8%
growth versus the midpoint of your range of 8.5% growth?’

Rich Goudis - Herbalife Ltd. - CFO

| think the short answer is the U5, was a little bit stronger than we though{, and Mexico didn't dip like we had thought.

Operator

[Simeon Goadman], Goldman Sachs.

Simeon Geedman - Goldman Sachs - Analyst

With regard to Mexico, the business is clearly stabilizing after peaking late last year. And given the saturation work you have
done and the power of the Nutrition Club DMO, how do you envision that market playing out going forward? Is it more of a
low single digit grower, or does it cimb another peak?
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Greg Probert - Herbalife Ltd. - COO

I will let Rich talk about the guidance. [ will just talk generically about the market. | think we have done work with distributor
leadership, and our TAB Team has done a fantastic job of stabilizing the business, As | mentioned in my prepared comments,
they have gone owut and visited 25,000 of their clubs, which is very high compliance rate compared to the -- we think we have
about 28,000 clubs. And they not only looked at what they were doing, but they spent a lot of time understanding the evolution
of Nutrition Clubs and training their downlines, and really making sure that they are herbalized. They understand the products.
They understand the DMO. And | think that has really stabilized the business and built a very, very strong foundation,

If yau look at our business from its peak, we think we lost about 10% of our Nutrition Clubs and about 10% of our business. |
think that is not necessarily a bad thing in the long-term, I think we weeded out some of the clubs that were damaging our
business mathods and probabiy damaging our brand long-term. So I'm very positive that we have now reached a core business,
somewhere around 50 million volume paints a month. And | think what you'll see is that continue to be stabitized over the next
guarter. And then | expect somewhere towards the end of the year that we will start seeing our distributors opening new clubs.
And hopefully our supesvisor count wili go up.

We're actually doing a promotion starting at the extravaganza later this year called a one gets one promotion, where we are
asking every club to go out and open a new club. Again, Hthink we've feel very confident that Mexico will be restored to probabiy
low single digit growth later this year, and hopefully even better next year.

Stmeon Goodman - Goldman Sachs - Analyst

It looks like there is a lot of low hanging fruit in some of the cities that are underpenetrated. But how much opportunity exists
with the 20 volume peint per capita? '

Greg Probart- Herbalife Ltd, - COO

Remember, that is only a smatl Federal District. | think it is about 8% of the population of the country, where we are about 20%
— 20 volume paints penetrated. So again, you can do the math and extrapolate that 20 volume points out across the entire
couniry of 100 million people. Qur goa!l is to get everyone - we are about 6 volume points per capita now, and we would
certainly think that attaining half of that Federal penetration, you know, 10 volume points per capita in the outlying territories
is what | consider low hanging fruit.

Simeon Goodman - Goldman Sachs - Analyst

Just some follow-up on Europe and ceming out of the Europe extravaganza. Did you see anything encouraging from distributor
leadership there? And | understand that there might be maybe a growing focus towards developing countries, But given the
size and the importance of some of the Western European markets are you seeing them getting reengaged, because I think a
lot of it depends on their energy and focus in those markets? )

Michael Q. Jehnson - Herbalife Lid, - CEO

This is Michael. We met with cur distributor [eadership very closely over there, And they have checks, and they know exactly
what the numbers are, The opportunity that they see is both with some of these DMOs in Latin America, but also the sampiing
program that they are seaing taking place in the U.S. They feel in many of the Western European markets that they fit more
seamiessly into their business models.
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What they don't want to do is they don't want to just switch one modelrt_o the other. That causes a pretty severe dip in the
husiness. A litthe bit what we are seeing in Brazil, not a severe dip, but just is a switch from one method to another, They want
to make sure they seamlessly add - it is adding to, not taking from the business models, showing new leadership opportunity.

So as | said, a lot of those distributors have traveled here and met with some of the program operators here. We have brought
the leaders of many of the business methods. We braught them into Cologne. We sensed quite a bit of excitemnent there, Again,
as Rich said a minute ago, the visibility in the exact topline is a little — is difficult for us, it drives as all a little crazy. It drives you
guys crazy; it drives us crazy that this sector, not just eur Company, but this sector is not always as predictive in a model as to
you on July 1 sales wil kick at this rate from this experience.

We saw a lot of energy, a lot of excitement, a lot of participation in meetings. We had one training there where we expected
somewhere in the area of 2,000 people. 6,000 people showed up for that training. i surprised as. it was a gratifying surprise. 5o
those are the kind of indices that we can take away to say -- and we look at that, and we watch and we observe what is going
on. We saw a mare intense focus around product training. We saw a more intense focus around specific DMGs. We saw a more
intense focus around understanding exactly how the jeadership in Latin America is working to build its business. We saw a fot
of things going on.

 think, Greg, you had a comment in there.

Greg Probeit - Herbalife Ltd. - COO

Yes, just to add a little color to that. As Mike and § had all the extravaganzas this year bring back the top growing [checks] in the
region, and we have a one-on-one. And this could be a MILL Team or it could be a PRES team. And in the case of Europe, we
just had so many fantastic success stories. We had one guy from Portugal that is building his business the traditional way. He
is a farmer during the day and he does meetings at night and on weekends. A circle of influence, a very traditional method. He
has made GET team at about | think six months, and he is almost a MILE Team now.

You hear stories about that. And like Michael said before in his comments, we had over 18,000 people at that extravaganza,
which is the biggest extravaganza in Europe since Michael and | have been here, and In many, many years. And tha level of
excitement was -- actually it is hard to match to the excitement in the U.S. at Dallas and in Asia and Singapore, but itis certainly
did match that.

And | was very encouraged just by the [ think the willingness to work very hard by the Europeans, their desire to understand
the products and the business opportunity. And the fact that 18,000 people showed up means that they are very bullish ont our
business. To me and Michael that was very encouraging.

Simeon Goodman - Goldman Sachs - Analyst

Lastly, for Rich, can you give any early thoughts on the 2008 tax rate?

Rich Goudis - Herbalife Ltd. - CFO
We haven't typically guided.

Michael §. Johnson - Herbalife Ltd, - CEO

I'think we can give them a littfe infarmation, but let's be a littie careful here.
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Rich Goudis - Herbalife Lid, - CFO

We typicaliy give this guidance with our third quarter earnings release, but given the tax pian that we have underway, especially
the sale of our intellectual property to a Swiss subsidiary, we would expect next year's effective tax rate to be in the law 30s.
Let's say that is a place to start.

Operator

Michael Lasser, Lehman Brothers.,

ichael Lasser - Lehman Brothers - Analyst

in light of the deceleration in growth in the number of new supervisors across all regions, except for North America, should we
view that as a cautious feading incicator for [ guess — not necessarily in the next couple of quarters, but for 2008 and heyond?
It looks like you are generating some nice growth from retaining more supervisors. But at the rate at which you're getting new
supervisors is decelerating, could that be a caution signai?

Michael Q. Joknson - Herbalife Ltd, - CEO

[ think if you take cut Mexico, which was down double digits in new supervisors, you see a different plcture for the world. Again,
Michael, new supervisors you really need to look at a market by market ratio. And we had many, many markets in our portfolio
that were -- showed significant new supervisor growth, including, | think, the U.5 which we disclosed. Rich will maybe give you
some of the numbers by country. But| think really that is skewed a little by the decline in Mexico, And like | said in my comments,
we expect that to stabilize over the next quarter, and then probably return to a positive number, either fater this year or first
guarier of next year.

Rich Goudis - Herbalife Lid. - CFO

If you look at it, we had 56,000 new supervisors that came in in the quarter, which is up from 53,000 a year ago. And Mexico was
down about 2,000. They had 9,400 new supervisors-this year versus about 11,300 last year. So If Mexico had just held | think we
would have been obviously in the higher single digits. And if Mexico, as Greg believes, later in the year they start to open up
new clubs again, | think we will see new supervisor growth stimulated again in Mexico. And that will help our overall growth
rate,

Michael Lasser - Lehman Brothers - Analyst

In light of the challenge in Mexico, and | know this is a subject that has been taiked too much about, but where do you get
confidence that things will get better by the fourth quarter? We know that this is a momentum driven business, as we have
seen in Germany. And the penetration rate in Germany would seem to be not as high as it is in Mexico, But yet | guess there is
some — you guys have some confidance that things will get better by the fourth quarter.

Michael Q. Johnson - Herbalife Ltd. - CEOQ

tet me start with the numbers and, Greg, answer the business side, But first of all, if you take the current runrate, we did about
$151 million volume points in both 1Q and 2Q. So like as Greg said earlier, very stable. If you take that, our fourth quarter should
be up about 4.5% just on that stable runrate on a pure volume hasis. And obviously we get a little more boost with currency.
So that is just at stable operations.
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Greg also reiterated in his prepared comments that right now our distributors are really focused on going deep and retraining
their sales organizations and their club operators. We believe that as we start to end towards the third quarter that those
distributors will come back and start opening new ciubs. And that will stimulate new supesvisors coming to the business and
new growth,

Greg Probert - Herbalife Ltd. - COO

Let me just add a couple of things. If you remember the three reasons we slowed down in Mexico, it was lack of infrastructure.

We didn't keep up with the growth of the business, Compliance issues, we didn't have a level playing field. And that was very '

discouraging and killed the momenturn, And three was really training.

If you look at those, we have addressed all three of those. As | said in my prepared comments, we have increased IT our
_ infrastructure. We now are attacking F think 73% of the addressable population in the market, Compliance is significantly higher
than it was in our distributor ~ our TAB Team had done out and basically self-regufated their own clubs, And like 1 said, they
visited 25,000 of the 28,000, So we know that wa are in compliance, We have lost 10%, which is the 10% we didn't need anyway.

fthink because of that and the training that took place, why the TAB Team went out and audited, and mare importantly trained |
the downlines, that we feet we stabilized the business at around 50 miilion volume points a month. And now our distsibutars %\
A 5 .
LB LD by

are going to focus — our leaders are going to focusthelr downlines on going out and recruiting new supervisors, which basically

means opening new clubs. So it was a conscious decision between us and the leadership to stop recruiting and opening clubs

for a while to stabilize. We are through that now. And now we will ramp back up the recruiting machine.

Michael Lasser - Leliman Brothers - Analyst

Then L.A. Galaxy sponsorship, how are you going to measure the return on that investment? And have you seen any initial
indications that the investment has been successful? Perhaps you can — aside from the number of impressions, you can share
any other metrics that wilt help us understand how that investment is going.

Michael O. Johnson - Herbalife Ltd. - CEO

My favorite quote about marketing is always, | waste 50% of my marketing money, but |.just don't know which 50% | waste.
That is actually in all of marketing no matter what company you're in, especially in my old company.

But what we're doing is first of all, the jersey salas are a great indicator of potential impressions in the marketplace. And | know
you said you wanted more impressions, We will look at obviously what our sales momentum, our growth momentum --a lot
of this business as you know is emotionally driven and it is confidence driven, Our distributor confidence from just branding
efforts has been incradible.

The brand awareness that open stores and softens the ground for cur distributors Is one of the key and vital reasons that we
purchased into this opportunity. It is an expansion of a relationship with AEG that puts our footprint out there wider. This gives
our distributors -- what we promised them a long time age is a recognizabie brand throughout the world, And we expect that
sales wilf - distributor recruiting, retailing, retention,

This is a global opportunity for us. The MLS is not just about the U.S. more. This team will play in Europe, it will play in Asia. 1t
will play in Latin America. Soccer is the number one sport outside the U.5, whare we do about 75% of our business, So this
opportunity offers for us, while you will say, what is the exact metric attached to the return, we will know that better over the
next 12 to 16 to 18 months on the return value on this. This is the first two weeks, three weeks of this - the big coming out
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party, We have been on the jersey for the last three months, but really this is the big coming out party, and you need a little
time to measure.

Now on pure valuation, we have had — as we have said before, we have had over 300 million impressions in valuation and media
out there, We have already had some rough work done on it. And | don't want to give you a specific number on that right now,
butitis in the millions, the media value that we've gotten just from covers of magazines to media impressions on news networks
throughout the world. The big factor for us is, one, just driving distributor confidence, brand awareness and uitimately sales.

Michael Lasser - Lehman Brothers - Analyst

Do you feel like it is had an early impact in perhaps July sales?

Michael Q. johnson - Herbalife Lid. - CEQ

Not in July sales yet. We ran a promation around a certain — a vehicle was the Sports lHustrated cover, And it may have given
us a little pop at the end of the month, but | don't think it has been huge, by any means. | think it is just sinking in. We had a lot
of distributors out of the marketplace in July through a variety of our extravaganzas globally.

i think it is starting to sat in. I think more people are seeing people walk around with Herkalife on their chest, and approaching
them. And people are now asking us, and that is what | talked about the paradigm shift, what is Herbalife? And that is a new
paradigm for our distributors, where someone walks up to them and says, you know, what is Herbalife? Who are you? We have
become in a way a cool company like almost every night, which is very gratifying, very emotionaily gratifying and confidence
building for cur distributors.

When they see that name Herbalife everywhere all the time, they get excited about that, and they get less —what should | say
--fess cautious about saying who we are, what we are. Not that they were ever very cautious, but they jump out there,

Michael Lasser - Lefunan Brothers - Analyst

Can you provide a little more context about Percy's departure? Did he go to a competitor or is it something different than that?

Michael O, Johnson - Herbalife Ltd. - CEQ

Greg and | sat with Percy for a good half-day after Singapore, And we sat down and went through all the things in China. There
is & famous saying, horses for courses. Percy is a great builder. And we're moving into a new phase in China, and we're still
working out arrangement, and he may end up being a consultant for us into the future, We're just not sure. But there is just -
there is time to make changes, and we believe that this was the right time. it is very amicable. We just sat down with him and
discussed a lot of things, And we all came to the condlusion that it was time to make a change.

We've got a great management team there. We've got a great fundamental startup program. This is | think shifting from kind
of an entrepreneurial environment 1o a very organized environment. We've got great government relations, a great head in
Uerry Lai} in sales there. We've got a great woman running Talwan. And it reaily is a very - he should be very proud of the good
management team that he has built there. You know, there is time to make changes, and we just decided amongst the three
of us that this was the time to do it.

ilichael Lasser - Lehman Brothers - Analyst

Just a couple of more quick questions, How much of the'growth in China during the period was from the Jiangsu Province?
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Rich Goudis - Herbalife Lid. - CFO

We haven't disciosed that, but safe to say that obviausly the catalyst for angoing growth has been the license.

Michaet Lasser - Lehman Brothers - Analyst

Then the SG&A leverage that you experienced during the second quarter, how much of that was due to a shift in timing of
expenses, and how much is actual genuine leverage in the business?

Rich Goudis- Herbalife Ltd, - CFO

$would say the majority was leverage, From a dollar standpoint we had one event last year in the second quarter, which is our
Asia-Pacific event. 5o assume there was $2 mitlion to $2.5 million of costs that was in the second guarter last year that now flows
into the third quarter. So even taking that out, | think you stilt see 100 plus basis points of leverage in the business.

Michael Lasser - Lehman Brothers - Analyst

Last question. f apologize for taking sa much time. But the share repurchase program, there Is 3160 millior left on the current
authorization. How are you thinking about whether to increase that or perhaps a future dividend increase?

iichael O, Johnson - Herbalife Lid. - CEC

Everybody is going to faint on this answer around this table, but as | am staring at our stock price right now, and watching all
this, 'm going to go to the Board and ask for as much money as  can possibly get. | think buying our shares is a very, very smart
decision for us,

Michael Lasser - Lekiman Brothers - Analyst

That sounds like a very good answer. Thank yous very much,

Operatoy

Rommel Dionisio, Wedbush,

Rommel Dionisio - Wedbush - Analyst

One of your competitors mentioned in their cail that they are seeing some regulatory changes in China to speed uptheapprovat
process for provinces, § wonder if you can just share with us is that an optimism that you guys share for getting additional
approvals?

Greg Probert - Herbalife Ltd, - COO

This is Greg. As weli we say China is a fittle bit tough to predict what is going to happen, We were | guess pleasantly surprised
that we received our initial license for two cities in March, and then a few moenths fater received approval for the entire province.
| think that was faster than we anticipated. And we're optimistic that we will get several more provinces by the end of the year.
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Rommel Dionisio - Wedbush - Analyst

Greg, just a quick follow-up. Can you share with us any numerics or just even anecdotally how recruiting has gone in these first
few months in Jiangsu since you got the approval?

Greg Probert - Herbalife Ltd. - COO

Well, itis really directly proportionai to the sales growth, so the new reps coming in the business are realty driving the growth,

Operator

Andy Speller, A.G, Edwards,

Andy Speller - A.G. Fdwards - Analyst

Justa couple here. Most of mine have been answered. You guys referenced the 50 basis points of margin enhancement, Michael,
that you have kind of committed to. Well, | know you're going to give guidance next quarter, Is that & good, rough guideline
that we should look at lenger-term?

Michael C. Johnson - Herbalife Lid. - CEO

Yes, it is. As you guys krow, 1 am top line, bottom line crazy. And | still think we have efficiencies in this Company to take
advantage of. We're looking at things F don't want to divulge, but we're looking at things left, right and center that could be
exclting marginal opportunities for us. So we continue to do that.

We just went through and recalibrated, and this may seem small potatoes, our HR department. We looked at it. We had hired
a head of HR a couple of years ago. We probably overbuilt that organization a bit.  have cut it back. | decided for the type of
employee base that we have here it is a better - it is more sensible to downsize that a bit, and look at the technicai side of it to
make sure that we're providing comprehensive benefit programs and compensation programs. But looking at being very, very
competitive, very thoughtful in those areas.

It is now reporting to Rich from the day-to-day operations. And the executive compensation, which is a big Board level area, '
reporting to Brett. We expect to puli some money out of the operational side of that in the next year. And we're doing that in
every piece, in every place in our Company right now. We're toying with some ideas that we think can offer us over the years
some significant margin improvement.

I think your guidance is good, And we're just looking at things, whether it is vertical manufacturing opportunities, vertical
incorporation and some other areas that are going to be margin improvements. We have not gotten off that horse, nor will we
‘get off of it.

Andy Speller - A.G. Edwards - Analyst

Then I guess secondiy, Eknow it is early since the new products have been introduced, but are you seelng any cannibalization,
especially on the kids line from that, or even on the H30?
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Greg Probert - Herbalife Ltd. - COO

There is certainly going to be some cannibalization. § think more on the Formula 1 shake for kids. But we really look at it, not
only from a product standpoint, butflook at it from an opportunity to bring new distributors into the business and to penetrate
new segments, We have always tallked about, for instance, the stay at home mom. o there is tens of miilions of stay at home
moms in the LS. who have opted out of the workforce and are home with their children, We think there is a great opportunity
to not only sell products to them, but also to bring them into the business opportunity side of the business, Again, we will looi
at not only product sales, but how does Itaffect our recruiting, and ultimately our retention of new distributors, and penetrating
new market segments.

Andy Speller - A.G. Edwards - Analyst

Greg, do you expect then a fittle cannibalization as this gets rolied out or -2

Greg Probert - Herbalife Ltd, - COO

Yes, there's always cannibalization to a certain extent,

Andy Speller - A.G. Edwards - Analyst

Then lastly, just with regard to the U.5, market, | want to confirm the 20% growth expectation is a back half growth expectation
for *07 or is that for the full year?

Greg Probert - Herbalife Ltd. - COO
Each quarter for the back half,

Andy Speller - A.G. Edwards - Analyst
Thanks a iot.

Greg Probert - Herbalife Ltd. - COO

Let me take one more question.

Operator
(OPERATOR INSTRUCTIONS). There are no {multiple speakers).

Greg Probert - Herbalife Ltd. - COO

Why that we just go ahead and close with Michael.
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Michael 0. Johnson - Herbalife Ltd. - CFO

! have these prepared remarls, but -- and then I'm going to make everybody jumpy again, Last night | was going cver my
prepared speech for you. And my wife, who is my partner in life, said to me, so how is it gaing to go tomorrow? And | said, well,
let's see, Our top line sales are up, Our bottom line is up. We've got a buyback that we just completed that we're going to get
more aggressive on, Our dividendis up. Our guidance is up. We've got more distributors signing up, more distributors moving
up. Everything is up, except for that stock of ours.

50 1 said to her, loak honey, we have got a tremendous second quarter, numerous financial distributor records. We have had
tremendous excitement over the past three weeks as we traveled around the worid. 40,000 distributors we have seen. We have
re-enforced our core values, gearing up for our new game. All the press surrounding the arrival of Beckham and Galaxy. Our
brand is more powerful, mare recognized then anytime in our Company's history. Our distributors are more excited. And our
new chaflenge is for the distributors answer to the question everyone is asking, what is Herbalife? And what could be a better
environment for us than people coming to us, asking us what is Herbalife?

I told her P'm excited. 1 think -- | know our distributors are excited. And | want to say thank you ta them. | know some of them
are on the call. And | know they are out there telling the warld exactly who we are. My job now is to work with you to get our
stock up, so your investment value in this Company continues to shine and move forward, So thanks for being on the call, We
appreciate it, We appreciate your support, your trust, your confidence. And we're going to live up to it. Thank you.

Operator

Ladies and gentlemen, thank you for participating in today's conference. This concludes the program, You may now disconnect.
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PRESENFATION
Stmeon Gutman - Goldman Sachs - Analyst

We're going to get started and I'm going to introduce the company, | think we have a short video. We're starting already. Fine,
Okay. Back to the introduction. We're pleased to have with us today Herbalife's management, represented by Michae! Johnson,
Chairman and CEQ and Rich Goudis, CFO.  want to extend a special welcome to Herbalife on behalf of the Goldman Sachs retail
team, as this is theit first ever appearance at our retail conference and we hope they'll continue to join us in subsequent years,
As some of you know, we recently initiated coverage on Herbalife with a buy rating, and our logic was threefeld, First, the
cempany is incredibly weil positionad to take advantage of the rapidly evolving giobal health and weliness market and the
appealing direct selling market; second,management’s brand-enhancing initiatives appear very opportunistic; and third, with
expected earnings growth in the high teens and a PE multiple below 14 times, the shares represent a rare blend of hoth growth
and value. :

One might wender why & company with such good fundamentals trades at such a valuation disconnect, And if you glance at
our retail business report, and if you heard Matt Fassler this morning, we see premiums for growth beginning to widen out, yet
Herbaiife shares have not benefited from this dynamic. We think this disconnect is due to perceived transparency and overall
comfort issues with the direct selling model, and in that regard, | think this session will be very valuable, especiafly since Michael
is here and as the key face of the company to the distributors, | hope you get a sense of the confidence he inspires. It might
help to know that Michael, Rich, as welf as the rest of the Herbalife's executive team were all outsiders to this business prior to
coming to the model about four years ago and | think that serves as a testament to the strength and confidence they have with
the madel, Last but not least, this model is ultimately about branding and marketing and they're making an impressive push
in this area. So even though David Beckham is currently injured, Herbalife's sponsorship of the LA. Galaxy offers a pretty
impressive propositian, and I'll leave you with this. The world's most famous athiete is playing the world's most popular sport
in one of the world's most vibrant cities, and with that 'l turn the call over to Michael.

Michael Johnson - HERBALIFE LTD - CFO, Chairman

Thankyou very much, Simeon. i'm going to stand, because I'm not good behind a podium or sitting down, so I'l wander around
a little bit, Simeon said it well: We're a different company, and a much different style company than most of the companies
you've seen today, which are retail operating out of boxes, big, small, whatever. We are aperating retail models through what
Fwill call flesh and blood, human beings who work with people day to day, face-to-face, It's a much different madel, It takes
some time to get used to, and | think when you come to valuations and look at a company like ours, it takes a little time with
us to understand really who we are and what we do.
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hY
Some of yous in the room have attended some of our meetings throughout the globe and you'll see anywhere from 10 to 20,000
distributors show up for a meeting to be inspired, motivated, to learn about the business, learn about our products. We launch
new products there. It's a very interesting phenomenon, something wasn'tused to four yaars ago. | came from the entertainment

industry. Part of our business is entertainment. We entertain cur distributors with opportunity, with dreams, stores, it's all a

part of what this company is, So what want to do quickly is to show you a tape. It's called Herbalife in action. It will give you a
“Tittle bit of flare and sight into who we are and what we do, It'll probably just raise more questions. Let me introduce Rich Goudis,
who is our CFO who came up here a minute after | did. Give us a little velume on this. -

[video presentation)

f'm going to fet Rich to talk to some of the numbers of our company and | want to talk to you about the overall momentum,
where our company was 4,5 years ago, where we are today, and where we see ourselves going. We're globally diversified. You
probably saw that there, We're in 65 marketplaces and 80% of our bottom line profit comes outside of the United States, aithough
the United States right now is one of our mast vigorous and vibrant growth markets, Most of our business is done overseas. We
operate through a distributor model, Distributors are our retailers and recruiters. They recruit new distributors into our business
and they retail our products to those new distributors, and to thelr friends and family, and to their customers.

Distributors use a variety of methods in which to reach out into the marketplace. You're going to hear things today about
nutrition clubs, Nutrition clubs are the oppertunity our Hispanic market distributors have started, it was founded in Mexico. It's
basically a party in a home. It can be in alight industrial area, in a small office complex, but they started in homes where people
would come to samebody's house and they'd have a shake, have a meai with them, have a tea and an aloe drink. These three
products comprise what a distributor does inside a nutrition club, and they recruit people in and inside that nutrition club, a
variety of activities take place. 've been in nutrition clubs all over the world, I've seen chess game and checker games, I've seen
massages, I've seen people work on pilates machines. it's been a variety of different events that take place, but it's a communal
experience, :

Part of that communal experience works with how people manage their weight, because at the core of our company is a weight
loss company. They come there for that support among a group of people, They come there for the community aspect, they
come for the recognition, the opportunity to be recognized for their weight loss, for their weight management, and for their
good nutrition. In many marketplaces, we are serving the best meal that these people get potentialiyin theirllves, but especially
in their day. A 220 calorie shake with vitamins, minerals, nutrients, proteins, it's mixed sometimes with yogurt, sometimes with
miik, sometimes with water, some fresh fruits and potentially vegetables in there. [t's an incredible product these people partake
with in their daily life and come back time and time again. And what might happen is in a nutrition club, I may want to open
my own nutrition club and then I'm sponsored by that nutrition club, who manages and operates that nutrition club, and 1
become part of that downline. These are probably unigque words to you,these-are words in our business, and [ receive royalties
or | pass royaities up to the person above me, 5%. And we do that ﬁhrse Ievjﬂs of 5%.

Wae can get into that more specifically with you, but what it does is it builds a business model on a global basis. Il's very fast
because our global marketing plan is consistent throughout the world. There's no territories, there's no turf, there's no franchising
here. They can build a business by meeting people, by introducing the praduct to them, We call it use, wear, talk. Most Herbafife
distributors come in to this business by using the product, they create Their own pe sonal success story, they may lose some
weight, they may feel better, they may look better. They taik to peopie about the product. They wear same type of identification,
whether it's a button, whether it's an Herbalife jersey with David Beckham on the back, whether it is some type of recognizable
Herbalife wear. So use the product, wear the button, or wear an identifier and talk to people. Use, wear, talk. It's a very simple,
very straightforward, easy to explain, and easy to bring new people into the business.

Now, when we talk about ous strategies as a company, besides the strategies the distributors employ, we basically have four
key strategies that wa want to get going in our business on a daily basis and that management focuses on. Those strategies are
pretty simple. Focus on the distributors, because they are our core income opportunity. They are the most important asset in

% Lewels

this company. Our product is vitally important, but the distributors are the asset of the company. And that is something that
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it's hard to understand, because is it the box of the retail store, or is i the product on the shelf, With us, it's the distributor.
They're the momentum behind the product. We focus on sponscring them, making sure that they're full of confidence, that
our products are fantastic for them, that t%ﬁﬂmwanctai opportumty that's a level playing field across that every distributor
that comes in this company has a%r{umty to move&fiuﬁ‘fﬁe chain, to move up the marketing chain so they can become
successful too, We use successful distributors to inspire new distributors, We use the success of weight management and weight
foss and testimonials for preduct to inspire new retail customers to come in and eventually they can become a distributor in
our organization, So we focus on the distributor, and then we focus on the product which is a key strategy for us.

o .
When we came into the company 4.5 years ago, we did a full audit on our product, We went through it completely. We looked

at packaging opportunities and looked at market opportunities. What is one of the biggest opportunities in the world right
now and unfortunately this opportunity is in front of us and it's sponsored by the U.5. and the way we have exported cur food
product around the world is obesity, | read the other day Mississippi is the first state in the union to crack that 30% of this
population is obese. Unfortunately true, a huge opportunity for us in our business. To get people on a sensible meal plan,
heaithy, active lifestyle which will allow them to take in a meal replacement, which is our shake, for 220 calories in a meal, to
replace it with that fast food meal that's 1200, 1400 calories, to get a sensible nutrition program in their lives and what we
sponsor as you can see is a fot of activity through a healthy lifestyle. And that is a healthy active lifestyle so people can get out
in their community.

We also work on major markets, We talk about the distributor first and their business opportunities and what they're doing, the
preduct and then major markets. Right now we are in most major markets in the world, We believe there's some global expansion
opportunities stillin front of us, but today we see the opportunities obviously in the United States, which is a major and growing
market for us, Mexico which is our second largest market that went through a little bit of a pfateau, but we now have got our
arms around that, and we can quickly react, because one of the things we've done with a proven, experienced management
team in here, is wa've gotten to the root of issues very quickly in these marketplaces and we can get our arms around those
and we can see when Mexico -- when we came out in January and we announced that Mexico had slowed down a little hit, we
immediately found out we have an infrastructure preblem, we have some distributor motivation problems in there, we had
problems getting product to marketplace, so we had some supply chainissues in there so we immediately got our arms around
it. /

We chanhged management, we went in and looked at a better way 1o deliver our preduct in the marketplaces that took some
of the problems we had out, and we worked with the distributors to remativate other distributors in the marketplace by putting
best practices in place. In the latter part of the year, we come to the special promotion in Mexico that's going to allow even
further growth we believe in that marketplace. Mexico grew from $260 million to $600 million in three years. We weren't fully
ready for that type of meteoric growth in the marketplace. Now we are, now we're building an infrastructura behind there,
Major markets up the road, obviously we're in China, we're seeing a growth there, we're not making money there yet, we will
soon in that marketplace. We received new licenses about a month ago. In the marketplace, you have to operate with licenses
in the Chinese marketplace, It's a vibrant growth market for us we're very excited about the future. [ want to be careful because
we've done a lot of business in China and China is still a bit of a hope and an opportunity, but the reafity is still probably a year
away for some significant financial bottom line return for us there,

The last part l wantto come to from my speech hereis the Infrastructura sida of my company. When we came inta this company,
we built an infrastructure from a much smaller company and a much different time. We've had to rebuild that infrastructure,
Our IT system on a global basis was not equipped to handle the size and focus and scope of our distributor base, so we're
completely rebuilding that. We've got an Oracle 1 1-I that's being relled out globally, For any of you who have ever beeninvolved
in one of those, you know that they cost more and take mare time than you ever dreamed. This is my second Qracle roli-outin
my life, God bless them, they got a great product, but they iust take longer and cost more than you ever expect, This is Rich's

responsibility, so I'll let him address it stralght up, But | shower him with affection and motivation every day about that system
and getting it in place.
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What this will do, it will ailow us to grow faster in the future because we have a platform that allows further and quicker expansion.
Right now we're holding off on some of that expansion until we get this fully developed throughout the world. and also part
of that infrastructure is access to our product. We want to build up more access and this is a challenge that we have for our
distributors, As we build a brand inside this company, as we build a wider knowtedge and a wider base of Herbaiife and you
see it on David Beckham's chest, and you-see it on the little kids running around with the hundreds and thousands of jerseys
that have already been sold, our mobile billboards if you will. Access to our company becomes more of a strategic imperative,
riot only for the distributors, but to the sharehofders inside the company. 50 how do they get more access to the product? Well,
we're working with distributors on that, we lake about 40% of our orders in-house right now on the internet. We're working
with distributors to explore ways that we can make the product more accessible on the internet footprint. Right now our
distributors have a very distinctfeel about how products should be pushed outintothe marketplace. We're using a puli strategy
in our advertising and marketing, if you will. We're puliing more people towards Herbalife. Now we've got to work with the
distributors more quickly to make sure that access and opportunity is available to them.

{'m going to mention a couple more things here real quick, Asisaid, we have an experienced management team in this company.
We've been together almost since the day | walked in. This team has been together now. Many of theteam were with me in my
former life in an entertainment company. 5o we have a very quick and easy flow of communication with each cther, We've built
a fantastic team under Rich and our finance department as weli as our operations, our product, our head of product is a vety
senior development expert named Dr, Steve Henning, who came to us from afood business where he was a scientistand doctor
and product development expert in many, many areas, Wa have Dr. David Heber whao's head of the UCLA Schoof for Human
Nutrition, who's head of our nutrition advisory board. We have Dr. Lou lgnarro with us, Lou won a Nobel Prize for research and
science in 1997, and he helped develop some of our products.

It makes us a little bit different than your typical direct seller, if you will. | don't mean that any negative, it's just that vxgl\ggjgﬁgd
the profite a litile bit in this company, we've raised the profile of the products, we'yve yalsed the profile of the brand, we've raised
the ;_);ngciie of our science, GF our management team in this company, we're raising the profile of our distributars every single

A%ﬁg ied g
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7 ggpigur metrics have hever baen Detter. We re raising the top line, the bottom line, our distributor metrics, the growth in the
distributors moving up the marketing ladder in this company has never been more vibrant. We've attracted more distributors
than ever before, we're retaining more distributors than ever before. So all of our metrics are moving up. Gur growth rates are
moving in a very positive manner. We continue fo put growth rates on top of larger volumes which sometimes challenges the
rate itself. All of the ather numbers in our company, every metric we have, 18 consecutive quarters of growth inside this cornpany

~ continued return.

So 11l go with Simeon's opening. We're a littte — what should I say —we're a litile perplexed by our stock price, but we're going
0 continue ta do everything we can to raise the game inside this company and we're going to post continual growth in this
company, we're going to be conservative about our guidance, we're going to be careful about what we de, hut we're going to
be very ambitious with our products, with our distributors, with our supply chainto make sure that we're getting and exercising
every bit of margin control that we possibly can, and which we have been deing, we've been proving it by raising our margins
avery single quarter in this company.

And we're alsa going to continue to build a brand. I'm going to give you my finaf comments and turn it over to Rich. What I've
focused on is four things in this company.  wrote this | think the third week [was in the company. | wrote the word integrity as
an urmbrella word and | put in there product, the distribution plan, brand, and image inside this company. Fhis is what | tell
distributors every day and this is what { believe builds confidence in them. We want them to have a premier product in the
nutrition industry. if you say the word nutrition, what company comes to your mind? Hardly anyone. We fbﬂﬁ@'\?@’fﬁ’ﬂta&gf&h
own that space. We want people to have better nutrition in their lives, We tell our distributors they are opafmission for nutritié):i];
That inspires, it motivates them, it gives them confidence, We put scientists, doctors, research labs, we do clinicals with our
product right now. We believe very strongly in what our product can do to enhance and help the health and iife of people
around the world. The second thing that 1 weote under this word Integrity is our marketing plan, and right there, under that
marketing plan is to make sure everything is done with integrity. That our distributor's claims that they make, and this is one
of the issues that are bandied about in our industry, some of the false claims that are made about wealth generation and
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opportunity, we've worked very hard to make it real, to make people understand they can come to our company for part time
or full-time cpportunity.

That is 3 very important thing, because a ot of our direct seflitigtompanies only talk about the full-time, only talk about the
millions. We want people to understand they can mak{;.{) 540,560 a day\§vhsch is very important to that 80% of our income
where people are outside of the U.S. versus inside the U.S. So third thing that Ftalk about is the brand. When we first announced
in our company that we were going to build a brand and you'il see some of the brand activities here, a lot of distributors looked
at me and they didn't understand what | was talking about. What we said its we want a swoosh, we want a mouse, we want
people to start to come to the leaf and understand great product, great business opportunity, great distributors, great opportunity,
it rests here inside Herbalife. And as we build these factors, as we build the opportunity, as we build the better products, as we
build and export the ideas throughout the world that the distributors have started these pathways of success, our brand will
picl up and become stronger,

This is why we did the deal with the LA. Galaxy. We knew there was going to be a worldwide focus on our brand almast right
away. Immediately from the anncuncement of that, there wasn't a global network in the world that didn't pick up the name
Herbalife, This is what we promised distributors. We said by August 1, everybody in this world will know our name. They may
not know who we are or what we do, but { call it kind of our Aflac moment, we're out there with our name. And we've got our .
name in front of people. Now your job as a distributor is to make sure that you access that opportunity and you make your
product and your business opportunity available to people. This is what we did.

What's the fourth thing? It's the image. If you combine the first three, the high quality level, the Nobel Prizes, the science, the
community activities we expect our distributors to do. The events we do to pramote the product and set up the sampling booth
and reach out into the community, you've got a company that's samething special, | implore you to come visit us. [implore you
to come see one of our extravaganzas and our meeting with you and fee! the energy and mementum, the excitement, the
confidence that our distributors are feeling and that all equates to a better image in our community, a better image in the
business cornmunity and a growing business. I'm going to turm it over to Rich to give you - Simeon, do you have some questions?

QUESTIONS AND ANSWERS
Simeon Gutman - Goldman Sachs - Analyst

Yeah, we're going into the questions.

Michael Johnson - HERBALIFE LTD - CEQ, Chairman

Oh, I've gone too far too fast.

Simeon Gutman - Goldman Sachs - Analyst

We have three questions that we're asking all the companies at the conference. I'm going to paraphrase them so we can get
into more of a company-specific conversation. First, what is your assessment of the macro environment, both the current and
the outiook, and what adjustments are you making for potential slowdown in consumer spending?

Michael Johnson - HERBALIFE LTD - CEQ, Chairman

The question was asked to me this morning, interestingly encugh in another meeting. | would say we can take advantage —I'm
going to answer the last part of it first -- of certain macro economic conditions and certain microeconomic conditions. As the
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marketplace starts 1o shake out, the consumer spending my slow down, you're going to find people out of jobs. You're going
tofind peopie who are underemployed, What our company does s offers part-time, full-time income and we have been through
these times been able to take advantage of situations, the layoffs, the underemployed, people who are looking foran at-home
business, anciliary ingome to add into their household. This is where this company really comes into play and starts fo create
an opportunity for people, especially as the brand name gets cut there and the confidence.

Consumer spending slowdown for us. We are working everything in our supply chain to make sure that we are working on the
margin, we are not predicting a large slowdown in our proposition right now because we believe that there is a couple
macreeconomic opportunities still in front of us. Weight management is the number one health issue In the world, peried, And
we address that. We have an answer to that, we have an opportunity for nutrition, people are undereducated about nutrition
in their lives. Our distributors go out and educate people, they show them an opportunity for a heaithier, more active lifestyle
and they change peopie's focus. When that happens, people are going to give up things before they give up their health. We
have a saying in the company, it's an old Ralph Waldo Emerson thing that the first wealth is health, in our company.

So | believe strongiy that if we open up our distributor base wider, we open up the educational opportunity, I'm not going to
—I'm not going to spend lots of time fretting about this, but we're always going to be focused on the bottom line of this company
to make it more efficient, to take better advantage of a scale that we're starting to build in this company and lock for right
opportunities to enhance that scale.

Simeon Gutiman - Goldman Sachs - Analyst

Okay. On the topic of margin expansion, what are some of the remaining opportunities you have in the context of some of
these macro headwinds?

Rick Goudis - HERBALIFELTD - CFO

1 think some of it — let's start with growth. The first is better optimization of our supply chain, Today we would agree that we
have an apportunity to put more product with fewer suppliers, especially like in the U.S. with the new GNPs that have come
oul recently, warking towards a higher level of quality. Back when we outsourced a lot of product in Europe, we're very well
hedged in Eurape, hut that was when $0.88 bought a Euro, today $1.37 buys a Euro and is probably the opportunity we should
be looking at to bring that product hack home te manufacture and then incur the shipping and duties and probably still lower
landing costs back into Europe.

Lastly, we want to get more vertical in the supply chain. There's a time where we think supplying the supply chain better from
aquality standpoint, from a landed cost standpoint, will benefit us and our investars. And then down, continue work down the
P&L, royalties, there's no leverage there, That's truly a variable cost and that mark up is in sync with our distributors and | think
that's a competitive advantage unlike others, where we have in 64 markets around the world the same compensation pian,

Down in SG&A, you have different levels of -- you have highly variable expenses, where transaction fees and credit cards or

maybe call center reps, but you have a fair degree of fixed investment and you have discretionary investment, That fixed

“investment we're evaluating now to convart some of our markets more to a variable model. At the same time, we have a level
of discretionary investment that we're looking to potentiatly redeploy those into markets where we can get a return on equity
at or above our current level,

Simeon Gutman - Goldman Sachs - Analyst

Lastly, the credit turmoil and maybe just mention something about getting vertical in the supply chain, how does that impact
any of the decisions you make going forward?
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Michael Johnson - HERBALIFE LTD - CEQ, Chairman

Well, right now we're in the process of raising additional debt so the credit markets today have been very positive for us, maybe
unlike what other people are experiencing, but right now we're in the process of doing a best efforts loan to expand the ability
for us to fulfill what the Board appraved recently, which is our share repurchase expansion to 450 million. So with a model like
ours, which generates a lot of free cash. [t seems likke the debt markets and the banks are very supportive of us,

Slmeon Gutean - Goldman Sachs - Analyst

Okay. This is a business that's highly emotional, highly motivational, and inspirational. For a business where a distributorship
can turn the lights on and off, how do you get control of this business and how do you convince others that you have control
over this business?

Michael Johnson - HCRBALIFE LTD - CEQ, Chairman

Firstof all, that distributorship that can turn the lights on or offis turning their own lights on or off too, which is very important.
These are large sales organizations. The peopie that ranage these think about it as a regional sales head who has his own sales
force below them who pay us to come into the company, which is kind of a reverse model of any sales organization I've been
involved with. They have an annuity they're building for the rest of their lives in that organization. So they are profoundly
motivated to keep that annuity alive and going, So if they stop working and they decide to just let it go, it eventually will dry
Up because of the leadership at the top. And they only get paid three lines down, so if somebody five lines down might be very
successful, butitisn't feeding them at all. So they have to stay activated and motivated. We've never seen our top level distributors
more motivated than they are right now, because they see all the things that are going on in the company.

$o when you talk about confidence and momentum, | don't think that's any different than any other company, frankly, When
employees show up motivated and confident and assured about the company and sales reps, they go in every day with a kick
in their step. When they see the company drapping, the stack price dropping, failing, all this stuff, it may be harder to get them
at that desk 8:00 in the morning than it is as 9:00 at 10:00, and they may not be as productive and there's a lot of chatter in the
hallwayii%)eeﬂ around those environments, so [ know thern very well. So the motivation that these people - it's self-motivation.
It n%erltocrachey re paid for their effortsto you're finding people who are of a unique class, It's not politics ﬁfkﬁﬂfmot
them,ms performance and it's their performance. There's no other criteria. This is a very unique animal in that sehse. It's a pur
o Fworry less about that than | do about some other external factors,

Simeon Guiman - Goldman Sachs - Analyst

Four years ago, this Is for both of you. You came and looked at this business from an outside perspective. You want over those
four items, sort of those initiatives. Why did you decide to come in and what convinced the other executives, what about this
opportunity, was attractive? And are any of those four items higher priority than others, such as the branding opportunity, the
image, than the other two that you mentioned?

et
1

% Michael Jehnson - HERBALIFE LTD - CEO, Chairman

I'f start and fet Rich finish. When  walked in to this company, | had no idea what this company was. | thought it was a typical
consumer product with a distribution channel and a consumer. | did not realize and nor did the two equity companies that
bought the company, because the company they pitched me to join was far different than the company 1 joined. Because they
didn't know it either. They didn't really understand what thlsﬂwmparw wasal-sbouf, They thought it was a typical packaged

;mmedlately
e T
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e

The most important asselin this company is the distributog:i switchgg}\bout six months in, | started to realize, | can release
all the products | want and go after, but if [ don't have it in the distributor's interest, in the distributor's margin and attacking
what the distributor sees as a key target demo for them, then | am going to be lost. | could introduce the hest product in.the..
world, but if they didn‘t embrace it and didn't get behind it and they didn's see it as an opportunity for income for them, they're
Tust going to pass it by. What we came Lo realize, you asks are what are if four most impertant. § would say that if you don't have

“a Righ quality product, you're going to be dead in the water. If you don't have motivated distributor, you're going to be dead
in the water. The brand is an extra added levet that builds confidence in motivation and it inspires them, | think you coyld live
without the brand, per se. if we had to cut back investment, you could probably drop that and move on.| think it's going to be
harder to do as time goes on, because [ think our distributar has become used to it, and [ don't want to be around a company
that doesn't have a good image. § don't know what that has to do with the importance of the four, butif the integrity isn't high,

if the image isn't as high, | didn't work as hard as | have all my life to be around something that's a questionable integrity, Hl
leave it to yeu.

Rich Goudis - HERBALIFELTD - CFC

Mine a little different. | moved across the country. | loved the business, | come out of a nutrition business and like Michael said
earlier, most very smart people don't know what they need to take on a daily basis for their nutrition needs. That's a huge
opportunity, that and obesity, Meeting Michael and the folks that came in from Disney where they had built a very tremendous
business built on a high road of integrity. Michael and | — 've told Michael several times, to me at the end of the day it was
Michael. Tone at the top, really. Michael said something to me.

tichael Johnson - HFRBALIFE LTD - CEQ, Chairman

When's the last time you saw a CEO try to Iiss the CFO? When he needs money.

Rich Goudis - HERBALIFELTD - CFO

Michael said to me at dinner one night, he said, listen, the guy that started this business, be had.a lot of success hut.he had..., ‘%‘
.FJ,HSSMW child, He saick. I'm different, | have one wife and three children, | went home and said | can work for that {w i N‘\i
guy. Tone at the top is important,

Simeon Guiman - Goldman Sachs - Analyst

Why isn't there a globally recognized, and that could change after this LA Gataxy sponsorship, in the way that Tupperware has
done it in kitchen ware, Avon has done it in beauty products, why isn't there a globally recognized nutrition direct sefier?

Michael Johnson - HERBALIFE LTD - CEQ, Chairman

I don't think there's a globally recognized autrition brand period, And | think it is because of the forces that are moving in the
other way. The advertising is on TV is about carbohydrates and fats and white and brown foods%i cotorful foods, You're just
starting to see people come to the realization that good nutyition is the source of the fuel of |ife, And so § think we're waking
up. And why isn't there? [ see that as a greal opportunity. 1 don't know why, but there's going to be.
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Rich Goudis - HERBALIFELTD - CFO

F don't think there's a brand. [ don't sigh one company with a brand, GNC tried it, Numico tried It under a different brand and
people by different markets, there's probably a leading brand in different markets, but Herbalife has a unigue proposition where
we go to market as Herbalife and we seli a product name under it, but it's Herbalife. | think we're in a unique position,

Simeon Gutman - Goidman Sachs - Analyst

And in that spirit to reiterate what you see in terms of the Galaxy sponsorship, | guess it's a bumsmer that he's injured, but it is
what it is, How do you measure the return on that? F know sort of an ebscure topic, but how are you thinking about it?

Michaei Johnson - HERBALIFE LTD - CEO, Chairman

We did so the media measure on the absolute media value in the first week. | think the number is tenifically low because it's
one impression per viewing, that's saying that Sports [Hustrated only saw one set of eyes, and that CNN only one person was in
the room and it was $10 million in the first week. | think it's ridiculous, ! think it's probably a multiple of that that's many times
greater, What we expectis areturn over 6 months, 12 months, 18, 24 menths of distributor confidence of more people recognizing
this brand of softening the ground so that distributor, when they say they're from Herbafife people say, oh, 1 know you, you're
on the jerseys of those guys, What is that product of yours?

And those are the opportunistic stories that become the Affac moment. No one knew what Affac was ten years ago. They've
never even heard of the company, or the name, Now they've got a duck saying AFLAC. Now people know what it is. It's an
insurance company. Because Yogi Berra slaughters the language with it. The opportunity for us is going to be realized in
distributor confidence, sales increase, more recruiting, more visibility for our brand and the company over 6, 12,18, 24 months.
So can | give you an exact measurement? No. But | think it's difficult for any advertiser to give an exact measurement unless it's
an ad with an 800 number on it, Call immediately and then they can give you a response rate of 3 to 7% depending on what
the ad is when it was aired, who it was aired to. We knew this going in, we were putting a push philosophy — ora pull phitasophy
on a push company.

Our distributors are out there ta push the productin the marketplace. Now we have some ideas that can help move that faster
which we're not going to talk about today, but we're going to enter in those discussions very deeply with our distributors in
the next six months about ways we feel can impact the business even more positively‘ in time to take the fuller advantage of
this opportunity.

Simeon Gutman - Goldman Sachs - Analyst

Audience. Questions? The microphone?

Uridentified Audience Member -- Analyst

(Inaudible guestion - microphone inaccessible)

Michael Johnsen - HFRBALIFELTD - CEO, Chairman

Go to the slide of the distributors up the chart here. We measure distributors in a couple of ways. These are success levels of
distributors and you'll see Chairman's Club at the top and supervisors at the bottom and actually you don't have distributer on
here. Distributor isthe person coming in and buying the product, which is the biggest universe, It's the largest group of paople
in here. These are people that are getting royalties in our business, largaly getting royalties. We do it on retention and our
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retention rate is 42.5%. One of the highest in the industry right now. We do it on recruiting, the number of distributors that
recruit. So we call it, actualiy the Rs, retention, retailing, recruiting - recruiting, retailing and retention. We putit on those three
Rs. So it's the vitality of the recruiting organization. How many new people do we bring in and we know each month what is
signed up in our company. Buton retention rates, we do an annual requalification that teils us how many stay with us over time
and then we do it on the size of the retail activity that takes place. Did I miss anything?

Rich Goudis - HERBALIFELTD - CFO

No. And | think ir the handout you have is a fittle different pottrayal of this slide where on the bottom right, you'll see since
2003, before Michael came on board, we've taken the retention rate of our supervisors from 28% up to 42.5%. That's & dramatic
improvement.

Simeon Gutman - Goldman Sachs - Analyst

Onein the back? There you go.

Unidentified Audience Member -- Analyst

Sorry about that. Just a coupte of housekeeping questions. 5o what does it costtobecome-a-distibutor,is the first one?

Michael Johnson - HERBALIFE LTD- CEO, Chairman
" #bout$49.99.

S

Unidentified Audience Member - - Analyst
$507

flichael Johnson - HERBALIFE LTD - CEO, Chairman
$50.

Unidentified Audience Member - - Analyst

Okay.

Michael Johnson - HERBALIFE LTD - CEQ, Chairman

That's a little higher than some, and a little lower in some markets, but that's the general price.

Unidentified Audience Member - - Analyst

And that includes ail the product you would have to buy?

www.streetevents.com . Contact Us

© 2007 Thomson Financial, Republished with permission. No part of this publication may be reproduced or wransinitted in any form or by any means without the
pricr written consent of Thomson Financial,



FINAL TRANSCRIPY

Sep. 05. 2007 / 4:30PM, HLF - HERBALIFE LTD at Goldman Sachs 14th Annual Global Retailing Conference

Michael Johnson - HERBALIFE LTD - CEO, Chairman

Thatincludes a distributor starter kit and some product.

Unidentified Audience Member - - Analyst

And the average revenue per distributor is about what?

Rich Goudis - HERBALIFELTD - CFO

You have different levels, We pubiicize this on our Web site,ffg;,yw‘eaq%take a ook, If you ook at the supervisor level, which is
that first levet businessbuilder, their gpygrg,gg,;n&emam@laﬁgiéﬁggl’g@ move up towards the high end where thatPres Tear

R

“Tevel is, they' e-avérage incofite,s a little ov ,%O,QQOL‘%@ very high level, that Chairman’s Club level, their average income is
alittle over@lz millien on ave_r_a%?. Yau can go'to our Web site and find out. }

%
}

Unidentified Audience Member - - Analyst

Okay. The last question, what's the annual minimur purchase to,stay in the network?
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Michael John;gn - HERBALIFELTD - CEO, Chairman
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%ﬂﬁ NS g‘%wf’; Unidentified Audience Member - - Analyst

Simeon Gutinan - Goldman Sachs - Analyst

On the topic of nutrition clubs, they were started | guess in the Hispanic areas in Mexico, they flourished there, How transportable
is that mode! to other ethnicities, geographies, demographics?

Michael Johnson - HERBALIFE LTD - CEO, Chairman

Jack, stand up reat quick. This is Jack Kavulich and this gentleman joined us -- Jack, what, three years ago? Three years ago. Jack
has one job inside the company and it is to expand nutrition clubs on a global basis, Jack is the disciple of nutrition clubs on a
global basis, So what we're finding out is that they are taking on different lives. if yod guys want to talk to Jack afterwards, he
lnows more about nutrition clubs than anybody on the face of the earth, Timi:?ng on different styles in different

PR ARRES

marketplaces. I'm from a small rural town in Southern Michigan ca!?ed@cﬁksan, Michigarf, and in Jackson, Michigan, Jack was
up there four weeks or five weeks ago and there was an anglo or very white nutrition cub in a strip mall that's just behind, no
nomenclature on it because that's the rules of the read there, and that gives you the idea of what's taking place there, That's a
breakfast and funich club where people go i

In Russia, we see a breakfast club phenomenon taking place there and distributors had a greatline. They said, what'd you have
for breakfast today and it's a fabulous introductory line to the company. If you're from England, they have bangers and mash
and they say, fine, you just wiped out about 800 calories of your suggested 2,000 a day, and you put about 40 grams of fat in
you, and they can have a discussion with them about why our meals are more advantageous, so as we see the growth, we see
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it to take on different lights in different marketpiaces, different styles in the nutrition club concept that started in Zacatecas,
Mexico and it's caught like wildfire in the Hispanic community because it fits so much of their culture, And it fits in so weli with
an economic opportunity that it may not be this $2 million a year person, but it may be someone interested in $6500 a year in
Latin America is big time money. So it's taking on different lives. Right now it's largely and I'm - Jack, correct me i I'm wrong -
in the Hispanic community, starting to find ways into other communities throughout the world. it took three years for them to
get this process going in Mexico.

Simeon Gutman - Goldman Sachs - Analyst

I'm going to ask one more and | think we're up as far as the general session. This {s the only breakout for the last round of
companles, so afterwards we remove the mics and continue on. As far as reputational challenges go, some of your peers are
dealing with them —

Michael Johnson - HERBALIFE LTD - CEQ, Chairman
What?

Simeeon Gutman - Goldman Sachs - Analyst

Reputational challenges. There's a potential that that shadow couid be cast across the entire group. To what extent or how has
Herbalife avoided these - how do you sort of stay out of that going forward?

Michael Johnson - HERBALIFE LTD - CEG, Chairman

| have too much Lift Off so I'm going to look you dead straight in the eye on this ane and say, it drives me nuts. In our industry,
unfortunately, because of the government regulation that we operate unde, it tends a little wide, and we've got some outliers
in there, They've taken great products and screwed it up, So what have we done? We put together a political action committee
inside our compani:! am in Washington every quarter, if not more than that.il have a list of Senators and Congressman that |
go Inand see, 1 go in and see Henry Waxman, V've Deen 1ight in his office He hates the nutritional supplement business because
he thinks it's untested and unclinical and unsupervised and F've gone right in and sat down with him and put our products on
his desk and sald let's go through these products so you understand exactly what's in these, exactly who we are. And the fact
we're in your district and employ about 3,000 people in it, should be a positive thing. Have | persuaded him? No. But have we
raised the level of this company? You bet.

I think reputation, going back to that image is vitally important and we unfortunately have some outliers in aur business just
like there's outliers in the pharmaceutical business, the automotive business, there's outliers everywhere. We can't be dragged
down by these guys. We have got to continue to lift the image of our company, of our product, of our distributors and rely on
our own reputation, understanding that in cur business we're in two areas that have significant government concerns. One is
financial claims, and the other oneis health claims and we spend — you've been to some of our meetings. We spend an incredible
amourni of time telling our distributors, you're not here to prevent or cure disease, you're here to improve the health of the fives
of people around you. You're on a mission for nutrition. We go with our base concern and care and opportunity of nutrition in
people’s lives.

We're testing our products at UCLA, at the University of Mississippl who we've just done a deal with, we have our own science
|laks, we're doing eight different clinicals around the world right now. My job is to continue to build incredibte confidence around
our product, to make sure our distributors are operating at a Jevel of the highest fiber in their ethical ground that they have.
And the interesting thing is people say, well, you've got 1,500,000 people around the world espousing Herbalife, how do you
control that? Amazingly, they control each other,
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Because I'm not going to let you screw up my economic opportunity by going and doing something that's going to damage
the company, so I'm going to let the company know about you. And this is the way that — it's a self-policing mechanism. And
we have a whole system of arbitration, we have a whole system of the way we're dealt with wher distributors, we feel, are
outliers who have fallen out of line, and we enforce. And | think that's a little bit of difference maybe in the Herbalife of today
than in the Herbalife of ten years ago. We enforce, we do everything we can to save distributors and keep them to be part of
our organization. Sometimes they're misinformed, they don't know the rules, so we work with them. To me, reputation is the
name of the game, Semetimes our reputational attacks are from the past. You go on the internet and find some pretty negative
things about Herbalife on there, It's from ten years ago. And if you see the time and the dating of the article, today's Herbalife
is frankly different,

Simeon Guiman - Goldman Sachs - Analyst

Audience questions? As far as Mexico goes versus your own internal expectations of when some of the issues in that market
arose, were you surprisad at the way things have stabilized, or did you expect given the breadth of management and your
ability to control the model, did you expect there to be a pretty rapid solution to it?

Michael Johnson - HERBALIFE LTD - CEO, Chairman

Mexico -- we missed some signals along the way. We had some distributors talking to us, but not communicating with us. And
informing us and | realize exactly the meeting, when it took place and Greg and | were in a meeting with two very senior
distributor fast year and they were trying to say to us that growth is great, but underneath it there are some issues. And we just
frankly — I remember this from my old company, Excuse the analogy here, but | was Head of the Video Division at Disney, and
Twas trying to tell Michael Eisner that we have this terrible piracy problem in the wortd, and we have this terrible problemin a
meeting and we've got to allocate more resources to it and we've got to do something about and it and it was right on the
heels of Lion King. and he said to me, how many Lion Kings did we sell? | said, we sold 50 million copies of it and he said, we
don't have a piracy problem and | was like, dude, listen to me. We've got this tremendous problem that's occurring in China
and Haly and alt out there, and he said, we sofd 50 million units.

: These distributors are trying to say, below that growth, you have some business ethics issues, you have some distribution issues
and we're looking at a market that went from 200 to 600 and made the same - it was like, duh. 1 made the same exact mistake
-- I'm going, how many probiems do | have in a market that went from 200 o 600 and | had an unfortunate CEO moment and
that's never going to happen again. | can teli you that, were we surprised by the fix? We didn't think the problem was this severe
as the Street reacted 1o it. Excuse me. The Street reaction was a $41 stock turning into a $27 stock in 24 h0ur§ That was a fittle
severe, And it clipped our vaiue and clipped a lct of things. We  knew that it we Rt TEaESome things, cﬁange management, get
a supply chain management in place, so did it -- was it as severe? No, it wasn't as severe, Was the fix as quick? Yes, it happened

a little quicker than | expected it to, to be perfectly honest. What's your take on i€?

Rich Goudis-HERBALIFELTD - CFO

| think very early on, we worked very closely with distributors in early January after we made that announcement January 4,
and [ think a weel later we saw colleciively that we had at least a coflective approach on how to fix the problems, [ think we're
all pleasantiy happy that things are working well between what we've done in our distributors, the market basically stahilized -
at the 150, 200 volume points in Q1, Q2. The reai test will be how we lead the year. We have a huge event in Mexico this month,

Michael Johnson - HERBALIFE LTD - CEQ, Chairman

The biggest event in our company's history.
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Rich Goudis - HERBALIFELTD - CFO

18,000 people, a sold-out event. That's good soft leading indicator that there's a lot of enthusiasm. 5o what do we do with that
event and what do our distributors do after that event, that's what'll be key to watch,

Michael Johnsen - HERBALIFE LTD - CEQ, Chairman

We sat down, we had a management meeting in lanuary and we grouped in that meeting, what have we learned here about
ourselves, about our company, about our commurication and it was a very vital moment for us to realize that we need to have
this kind of visibility in the markets into the future ta know that we can get the fix in very fast and understand what got us here,
what took place, and what can we do to prevent this in the future,

Simeon Gutman - Goldman Sachs - Analyst

One more inspires another question. Great. Same markets are doing phenomenally well, some not so much, In those markets,
how imgportant is nutrition club or how important can nutrition club be and separately, are there any transportable lessans from
Mexico that need a growth boost?

Rich Goudis - HERBALIFELTD - CFO

Let's talk about the first part, whenrwe went publicin 2004, the U.S. business was fiat to down. 1 think there was a lot of thought
from the investment community, probably collectively that they'll probably never be able to grow a business that's 25 years
old. Direct seiling wasn't in vogue, probably not going to be able to resurrect the ULS. and here we are two and & haif years later
in the last four quarters we've been growing 24%-plus in the U.S. 5o what | think it indicates is you have catalysts in different
markets. Those catalysts can be product, they can be regutation, they can be government intervention, they can be methods
of operation, they can simply be things have changed in people's lives and they've come back to either work hard or work
harder. You've seen that in the U 5., which is reaccelerated double digit growth. As Michael mentioned, Mexico which is probably
no other direct selling company other than maybe those that are embedded in Mexico which is it's number one of two market
in the world. So 1think we've got a fat going for us and what it's showing other distributors around the world that these methods
areaffordable. Two and a half years ago, people In our company, our distributors thought, we think it's just a Mexico phenomenon.

Jack is proof and look at his passport, We've taken this around to almast all 65 of our markets, and there's stories of different
levels of success from Mexico verysuecessful.the U.S. now popping into the finandials as being successfulin the Latino population.
Taiwan being success%maica off the charts, b\ft Jamaica Is a small business, We hope that in a couple years there now we're
taiking about not only nfurt€lubs, but we're talking about our internet lead generation business being transpartable into
some more of the high-tech marketplaces or our wellness coach and wellness adviser mathod of operation being successful
into the higher sacioecenomic where peopie will pay for that consultative sale. 1 think that's one of the great things that Mike
MeGregor brought here is that sharing of great ideas, which people harbored in the past because that was their competitive
advantage.

Simeon Gutman - Goldman Sachs - Analyst

Also something, | don't know if everyone appreciates, but the product partfolio, when we did the work, in theory nota quantum
leap from what you see out there, although it's reformulated to be of higher guality, potency, whatever, can you shed light on
that, because | think there's a misperception? 've got a lot of questions about the type of product and what's going in and
what's enabiing some of the health benefits that's cccurring
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Michael Johnson - HERBALIFELTD - CEQ, Chairman

The coreis weight management, and that is a meal replacement, taking an unhealthy meal out of your life and putting a healthy
meal init, and then some physical activity on top of that and whether you're doing it ence or twice a day, you're replacing your
meals twice a day, Once you lose weight, the whole ball game in your life changes. You're putting less tension on your joints,
less taxation on your system, everything starts to improve. It doesn't take a genius. In every article you read out there, all the
things that obesity feads to. So at the core of our company is a weight management company. Ii's Lose Weight Now, Ask Me
How was the original moniker of this company. So bringing people in under that is vitally important, Then what we're doing
once we get them in, rather than lose them, is the idea of Herbalife for life. Keep repiacing that meal. | hate calling it a meal
replacement, i consider it a meal. Now for four and a half years, even before that at Disney, they used to call me The Shake Guy,
Hhave a shake for breakfast every day. In fact, | feel strange without it now. So I'm an Herbalife for lifer.

Than what we've added into the product line and what has been existent in the product line is the vitamin supplementation.
We've had a core heart heaith line for blood flow and strong cardiovascular activity and all the benefits that lead from fat and
that's under Dr. Lou lgnarra's invention and supervision. We have a variety of products. We have a product called Garden 7, I'm
not going to get too detailed. We have 128 products here, but it's the phytonutrients from 7 fruits and vegetables. So we have
a tremendous line, We've added a children's line, which is a shake, 2 multivitamin, and a kid's liquid vitamin for them. We have
afnt energy line in our company now, we have a hydrafjeading in there, so whether you're working out, a casual spartsman ar a
hard core athlete, we have alremendous product callde H30 which we've just launched. These are tremendous new oppartunities
for us and we have what we call outer nutrition, a fabuldtrsskin care Tine that frankly needs more focus in our company, and it's
one of the areas I've got to kind of get focused on this year to make sure that we've got more things going in there in terms of
facus because the product is so good.

Now beside doing the preducts, we've repackaged the products to help business opportunity. So we've put them in sample
sizes, we put them in liquid, we have now an instant Formula One that's water mixable, water scluble and they're ane of the
best products we have in the company. So each thing we come out with is a higher level than the next one and we're working
to make sure the margins are good on them and the opportunity. As 1 said, 128 products, it's going to be hard forme — I'm just
tauching across the top of them.

Simeon Gutman - Goldman Sachs - Analyst

Yas, please.

Unidentified Audience Member - - Analyst

(Inaudihle question - microphone inaccessibie)

Rich Goudis - HERBALIFELTD - CFG

We've talked about the average income - oh, | thought you said income, The average ineorig gt thotve,different fevels, is what
| was answering, So, for example,.supesuisgr, someone’s who in the business part-time, potentially, their average income is
$6500 a year. Someone at the very high end, they're fuliFiTie=

Unidentified Audience iember - - Analyst

(Inaudible question - microphane inaccessible)
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Rich Goudis - HERBALIFELTD - CFO ‘ﬁt .

] "
No, that's theirincome. So then you're locking at now our retail sales, because the single biggest opportunity for those supervisors %@2‘%&%&%
is thaeir 50% off list discount. That's the biggest component of their income. They get a small piece on their royalties, because
they really haven't started building a sales organization yet to get rewards down below. Whereas someone up in the very top,
they're $2+ miilion, they're probably working on very little retail margin, because they're not really r?ﬁﬂ!ﬁﬁmﬁm

Michael Johnson - HERBALIFE LTD - CEQ, Chairman

They're recruiters.

B

——

Rich Goudis - HERBALIFELTD - CFO

They're building their sales organization, so more of their compensation or income is based on the commission structuring in
their multiple level marketing. :

Michael Johnson - HERBALIFE LTD - CEQ, Chairman

You can't add them together. They don't add up to the top.

Unidentified Audience Member - - Analyst

(fnaudible question - microphone inaccessible)

Michael Johnson - HERBALIFE LTD - CEQ, Chairman

So ask the question again then, please.

Unidentified Audience Member -- Analyst

{inaudibie guestion - microphone inaccessible)

Rich Goudis - HERBALIFELTD - CFO

$2 billion in nef sales last year. And on a retail basis, as distributors would view it, $3.1 billion in retail sales.

Unidentified Audience Member - - Analyst

{inaudible guestion - microphone inaccassible)

Michael Jehnson - HERBALIFE LTD - CEQ, Chairman

But that's with 50% margin.
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Rich Goudis - HERBALIFELTD - CFO
Right.

Michael Johnson - HERBALIFELTD - CEQ, Chairman

We don't get that margin. We sell it for wholesale, they seli it for retall.

Simeon Gutman - Goldman Sachs - Analyst

Ask one more for Rich and close it off. If you can talk about topline growth expectations longer term as well as EBIT margin? |
know the top line is sort of a tough issue, but EBIT margin espedally and how do you envision the financial model?

Rich Goudis - HERBALIFELTD - CFO

We're a very conservative company as it relates to our guidance, What | would do, Simeon, is [ would ask you to tune in on
November 6 after the bell to looi at our eamnings refease, because then we'll guide for the first time for 2008 for our P&L. This
year, the last guidance we gave was 9 to 11% topiine growth for 2007. We don't guide to EBIT margin, but most analysts have
somewhere around 14.5, 14.7% in that range, So a 50 to 70 basis point improvement over last year. Qverall, our objective as a
management team, our commiment is to {ry to get 50 basis points of operating margin or EBIT margin improvement a year.

We believe that's realistic.

Simeon Gutman - Goldman Sachs - Analyst

Okay. Any final? Thank you very much.

iichael Johnson - HERBALIFE LTD - CEQ, Chairman

We got a - do you want to sea a two-minute tape? | don't what these other retailers showed you, So part of this is motivation
and in our meetings, we talk about dreaming and filiing in the realization of the dreams. So | always kid the distributors, they
captured one of my dreams on tape last night. So we opened up these meetings with this, so we're going to show you a dream
scenario tape from a large event we're doing. So for ali 20 of you in here, pretend like there's 20,000 of you in there and you're
seeing what is the CEO's vision of the dream where the company can be and how big cur brand can be. So let's be corny for a
second and we'll roll the dream tape. [video presentation] Are you inspired? Thank you very much,
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million shares and an aggregate cost of 5204 million. In August, we closed a $150 million additional credit facility to assist with
our ongoing share repurchase program. Reftecting the strength of our credit, the facility was $100 miltion oversubscribed.

Finally, et me rejterate our fourth quarter and full-year 2007 guidance. Due to the strong performance in the third quarter,
coupled with the recent business trends, the balance for the balance of the year and anticipated for the balance of the year, we
anticipate fourth quarter EPS to be in the range of $0.72 to $0.74 and full year 2007 EPS to be between $2.62 and $2.64.

We are also re-affirming our-top line net sales growth guidance of 9 to 11% for the fourth quarter. For the fisst time we're
providing guidance for 2008 and consistent with what we always conveyed last year, we're eliminating our guidance to top
fine and bottom line along with Capex, Net sales top line growth rate we expect to be in the range of 7 to 10% versus 2007, We
anticipate our fully diluted EPS would be in the range of 3.17 to $3.23.

Our Capex will be in the range of $85 to $95 miilion primarily reflecting the Oracle rollout. Please note that this guidance excludes
costs expected to be incurred refated to our growth initiative and tax adjustments to be in the first and second quarter as noted
in our press release,

Ourguidance also inciudes the accretion from the recent share sepurchase of $5.2 million and expectation that we will conclude
the currently authorized $450 miflion share repurchase throughout 2008, Before we go on to and open the call for questions,
let me just comment on | wanted to adjust the disclosure we added on page 38 of cur 10-Q following the SEC fast night.

White the disclosure speaks for itself, due to several investor calls this morning, let me take a moment to elaborate a bit more.
Number one this is a voluntary request, nat a formal order by the SEC. Number two, the SEC routinely requests additional
information from companies. Number three, we talked with the SECand informed thatwe will fully cooperate with their request
regarding the production of documents related to the personal use of Herhalife products by the company's distributers and
the company's related policies and procedures, Fourth, the SEC did not disclose a reason for the inguiry but it might be safe to
assume that it relates to the most recent fraud (inaudible) circulates to the SEC last week. And finally, | want to reinforce that
the company had no obligation to disclose this matter, but in the spirit of full disclosure and our commitment to best practices
in corporate governance, we add information on this voluntary request o attend yesterday. With that, let me open up for
guestions.

QUESTIONS AND ANSWERS
Operator '
{OPERATOR INSTRUCTIONS) Qur first question comes from Simeon Guiman.

Simeen Gutman - Goldman Sachs - Analyst

For Michael and Greg, have you been insolate this business model from reputation challenges and we've spoke been it in the
past, you know, it maybe from past experience you can elaborate and then it is something that seeps into the distributor base?

Michael Johnson - HERBALIFE LTI - Chairman, CEQ

Well, it's Michael. Good marning. It does not slip into the distributor base at all. Interestingly, encugh there's thousands of
people getting shakes right now globally. They don't care or concerned with this they're concerned with good nutrition, a
business opportunity and building, you know a future for themseives, So it doesn't slip into there. Our business model's incredibly
strong. It takes a moment for carparate because we get, you know, we have to respond to things like this. We can't stand being
dragged down in the dirt with this kind of stuff. As | said before, we wan't be dragged down anymare, We have a lot of time
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spent, you know, hours spent some day in here. Everybody aim staring at's been here until 1:00 and 2:00 in the morming preparing
this call making sure that we are giving you adequate information and defining exactly how our business model operates, We
tried to be extremely professional and rise above this. This industry, unfertunately, has players in it who tend to spail the image
of it. Direct selling's a wonderful model, Itis a model for people tq};lam;,gmghmucome at home, large, srp{gukmhatemexﬂtb&%dﬁs%
to do.

P sy
We've got greatpr Sducts. We jota great business opportUnity and we've got great distributors. F'm very proud of what we're
doing. [t' i that we' 're living in, you know, and unfortunately, there's, you know, wins that are from the

past that biowthroug every now and then. Frankiy, you know, to be forced to be responding to them bothers us, but for our
investor confidence for our distributor confidence, we do it. Right after this, we'll be on the phone call with our distributor
leaders. To go through this call, to go through the quarter, to talk to them about what we've talked to you about, about the
past, the present and the future of the company. And frankly, we'll use this moment to make sure everybody takes inventory
and stock in what they're doing and how they are conducting their business.

50, we use this as a platform as we're learning, as a mechanism. Our distributors are frankly, a little tougher about this than
mayhe we are because they've been going through this for a long time. They've been hearing about, you know, the ills and
weils of this industry and they sit there and watch people benefit from this. They say lives change and hear testimonial and
watch weight get decreased, They see complete changes in people's persenal conditions in lives both health and wealth and
they're confident. 5o, you know, they have a ground that they stand on. We stand on a ground of high FX of strong moral fiber
and we would be on ahighroad forever. So, you know, this is a moment where leadership is important, not only our distributors
but it corporately and frankly with our investors too. So, you know, Simeon, | hate to be long-winded there but it's an important
question. Thank you.

Simeon Gutman - Goldman Sachs - Analyst

No problem. Are there incremental conference calls that you'll be pursuing asida from the most senior level of leadership down
or will it just start at that point and go from there?

Michael Jehnson - HERBALIFE LTD - Chairman, CEC

Y%i@g;mgmg to do it with the chairman's club. They'll work it down. This is where their leadership comes in the play and
they show what they're all about. They're all about strong ieadership in the organization. As I have said before, they have been
through these typas of moments. They're probably stronger at i and better at it that we are.

Simeon Guiman - Goldman Sachs - Analyst

Okay. Back to Mexico, can you talk about what the response has been so far from the new nutrition ¢lub promotion and then
related to that, in the 7 to 10% top line growth assumption for '08, Is it fair to think that Mexico at least at this point in time is
sort of a mid to low single digit grower in less context?

Greg Prokert - HERBALIFE LTD - President, COO

Yes, first, | think the response the promotion's too early to tell. As we said it's a long-term promation as we have a multi-year
promeotion. You know, we expect right now that given the run rates and the trend in Mexico that Mexico should finish up very
slight single digits in the fourth quarter. Then we hoped we'd buitd continually and sequentially on that throughout 2008,
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Stmeon Gutman - Goldman Sachs - Analyst

Olay and then as far as Capex for actually looking past '08, is this step up a temporary event for ‘08 and does it moderate for
097 ’

Grag Probevt - HERBALIFE LTD - President, COO

Yas, actuaily have two stepups in '08. The majority which is the complete rollout of Oracle over the next 18 months, Then another
stepup is we will be actually moving to LA live which is kind of like the Times Square of the West next year. There's a little over
16 to 20 million in Capex for that in. So, once we get through we'll have, you know, moved facilities, all of our major facilities
here in the U.S. which we've been in for 20 years will have moved over the last ‘06, '07, '08, '09. We get down to & normal run
rate. | think both in terms of information technology investment as weli as facilities,

Siimeon Guiman - Goldman Sachs - Analyst

Okay, and just lastly for you, Rich, have you guys ever thought about just more frequent updates on the business in terms of
monthly sales but especially in this context of just more quarterly updates on the health of the business?

Rich Goudis - HERBALIFELTD - CFO

It's a good question, 1 think, you know, we're pretty proactive with the investment community. We daon't miss investor conference
and we don't reatly miss a request to go out and market with people like yourself, I think we do a very good job reportingon a
quasterly basis, Effectively what we're doing now is mid quarter update. | don't see us changing that method.,

pichael Johnson - HERBALIFE LTD - Chairman, CEQ

We have an investor date coming at the end of this month.

Simeon Gutman - Goldman Sachs - Analyst

Ckay, Great. Thanks, guys.

Operator

Our next question comes Rommel Dicnisio.

Rommel Dionisio - Wedbush Morgan Securities, Inc. - Analyst

Good morning, I'm from Wedbush Morgan, With regards to the U.5, business, first of ail, great performance in the quarter. The
Latinc business has abviously been a key driver andl think nutritior: clubs have been a big part of that. Can we just talk about
the nonLatino foree? | mean, you talked about sampling, helping that business. But, is there a thought of begin to push to
promote the nutrition clubs to that segment of the U.S. distributer force?

Greg Probert - HERBALIFE LTD - President, CGO

Right. This is Greg.
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Rommel Dionisic - Wedbush Morgan Securities, inc. - Analyst

Hi, Greg.

Greg Probert - HERBALIFE LTD - President, COO

A couple of answers to that question. There is a lot of focus on the Anglo business as well as Latino. As the Latino, it's abaut 39,
40% of our business. Couple of things, couple of issue in there, one is the weight loss challenge, so a lot of our distributors are
doing something we're basically think of the biggest loser on TV, It's really where they are chaiTehging and coming together
in groups and mentoring and coaching and encouraging each other to lose weight and coming together again in a social
environment, So, it's different in execution from the initial because it has a lot of the same benefits. We hava attempted to
community, we have mentoring, we have product resuilts. That's one of the things we're seeing. As | said in my prepared
comments, we're looking at penetrating the college segment and really trying to recruit and bring new and younger customers
and younger distributors into the business. We have launched a generation age initiative a few years back in the U.S, where we
had brought In distributors under 30, Now we're going down a fittle lower actually on the colleges,

We thinlcit's a great opportunity in college. We think it's also a great part-time business opportunity or same money making in
coliege. We figure i we can get people onto the product in college, you know, they can become Herbalife for life product users.
We have clubs emerging in the Anglo segment, The central club, as well as in-home nutrition clubs. So, we have Kansas City.
We have one of our distributor leaders is very, very successful at building Angle clubs. So | think if you look at a lot of the things
that are working in Latino business are moving over into the Anglo business and we expect those to start taking roat. it witl
take a little bit of time. So,you know, we take a couple of quarters to see that. Again, as | said the sampling D.M.O. is very vibrant
and again getting more and more peopie onto the producis and make sure we have customer retentiorn.

Rommel Bionisio - Wedbush Morgan Securities, Inc, - Analyst

Thank Greg and congratulations on the quarter, by the way. Good performance again.

Greg Probert - HERBALIFE LTD - President, COO
- Thank you.

Operator .

Qur next question comes comes from Karen Howland.

Karen Howland - Lehman Brothers - Analyst

Good morning. Thanks for taking my call. Looking at the volumes that have been in the European region Middle Eastand Africa,
Inoticed on a two-year basis they have continued to decline. | was wandering what sort of initfatives you have in place to there
o reverse that trend?

Greg Probert - HERBALIFE LTD - President, COO

Ithink there's a couple of things. You know, as {inaudible) it's a big big marketand we try and break it down into what's happening
ata market level, I think we have some very strong successes if you lock at the Italys and Russia's sponsored that actually sound
a pretty good growth, it's up 17%, We believe in Eastern Europe that we have a chance Eastern Central Europe as well as Russia.
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We have a chance to grow. That's one of the markets 1 think we have underpenetrated and frankly underperformed in the past.
As we announced a couple of weeks ago, we just brought on a new exacutive to run our central and eastern Furope business
which includes Poland and Czech Republic and a few other markets. So | think that's happening.

You see some of the DM.O's going into Europe, have worked in other parts, specifically the sampling D.M.O., our biggest check
in Spain, our biggest checkin France are actually using that D.M.0. now. So, again we're seeing that D.M.O. move its way through
Europe. Obviously, the nutrition clubs and central clubs are moving in and the wellness evaluation and wellness coaching,
which actually started in France is now moving throughout Europe. | thirk Europe has a few markets that are down but a lot of
markets that are very strong. And, so we think that, you know, the needle wili start to turn. [t has turned the corner, will start to
increase. Again, will take a couple of quarters but, | think we're very corfident and cautiously optimistic,

Karen Howtand - Lehman Brothers - Analyst

And the initiatives you're talking about the nutsition ciubs, weliness coaching, that have been run throughout, Is this something
that's been gaining traction across the last quarter or is it something we've seen —

Greg Probert - HERBALIFE LTD - President, COO

Yes, [ think the wellness is probably a little further afong. I think, nutrition clubs and really emergency. Again, it is like -- nutrition
club. You have to be culturated and have to be adjusted for the particular market. So, you saw in that typically in the central
club in South America and U.5. Both in-home and clubs and central clubs and now commercial clubs. You know, that's starting
to gain some traction, But, 1 think, you know, it's stilt, you know, several years away. If you: remember, the nutrition clubs tock
many mary years to get tractior in Mexico. | think one another concept that emerging in Russia under our leadership there is
reaily the breakfast ciub. And that's again an iteration of the nutrition club concept for Mexico that's been a culture and adapted
for that market. And, we think that's one of the reasens that our Russian market is up 17%.

Karen Howland -/ ehman Brothers - Analyst

Thanks for that color. And, then [ think it's probably is an obvious question but that steck with the current level, what is that.
Are you guys are the pacifiers of the reassure of buyback?

Greg Probert- HERBALIFE LTD - President, COO

Yes, We're precluded from being in the market for at least in a couple days. And, after that, you know we'll just continue to
monitor the performance and, you know, we would agree with you.

Karen Howland - Lehman Brothers - Analyst

Thanks so much,

Operator

Our next question comes from Christopher Ferrara.
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Chris Ferrara - Merrill Lynch - Analyst

Hi. Guys. | just wanted to followup on the buyback questioning. Can you talk about what the tax consequences if any there are
associated with reatly, | mean, really pushing the authorization and the buyback given what's happened to the shares and if
there are any? Is that part of the consideration? And are you guys, you know, meeting with the board to discuss these things
any time soon,

Greg Probert - HERBALIFE LTD - President, COO

Well, Chris, we have a Jistle over $250 million in additional authority or capacity If you wili ont our buyback, so tdon't think we
have anything that governs us In the near term, and we'li monitor the situation closely. This is a business that generates a
tremendous amount of free cash, We don't believe that the buyback over the next year would have any adverse impact that
we're aware on our effective tax rate and, you know, again, we're looking at the stock right now. We're disappointed at where
itis. We think an a value basis, the stock shouid be significantly higher, and it provides a great opportunity for us and others to
take advantage of where the stock is.

Chris Ferrara - Merrill Lyrich - Analyst

Ijust want to ask, [ guess one of the big fears in the marketplace today like no big surprise is the SEC-related veluntary document
request. Obviously, as you guys said, that hits en traditional MLM concerns, and | think | guess investor's worst fears are that
there's some systemic issue with your model right? We're distributors. We make an Initial buy-in, never use the products, put
them in their garage, you know, then recruit a team of downlines that basically do the same thing only to just generate
commissions on the initial buy-in. So, can you just address the concern that there are garages around the world filled with
unused Herbalife product, understanding of course you don't have complete clarity but even anecdotes that help people get
past that, you know, woutd be great.

Greg Probert - HERBALIFE LTD - President, COO

5o Chris, let me just start with this first. There was another in one of our peer group - peer companies had a simifar issue back
in the first and second guarter, and it was the same routine, the same investigator and followed by an SEC inquiry. So, ! think
that that seems like to be just, you know, what happened. These models have stood the test of fimes by the review by attorney
generals. We here - | think you've been here. You've actually walked through some of our ethical business practice group and
our distributor relations group. We have what we believe are the leading controls in place that ensure that we operate at the
highest level of whether it's a law orregulation, and we have a very strong oversight group that ensures that distributors comgly
with that. :

Miéhael Johnson - HERBALIFE LTD - Chairman, CEOQ

Let me jump in on that, as far as product and garages, our fastest-growing D.M.0. is nutrition clubs that is daily consumption
in retail of this product. We see our -- you know, it fired Mexico for three years. it's now starting to fire other marketplaces. That
if there are, you know, excess inventory moments, we have the ability to buy that product back;Th‘gkgis'g_{inbu‘mnhas.ti],_e_ﬁ..b

ﬁg@@ﬁgﬂ;&mﬂ%ﬁ,ﬁg& re's no need for a garage to fill up anywhere, If somebady has come into this business and decided

that this is not for them or they've been, you know, at a meseting and g?)?&citeci by the moment and then all of a sudden, you
know, they get home and there's whatever --a disagreement on business direction in the household, they have the opportunity

for buybacks. Our buybacks are 1% in this company.

_As the way the inventory flows and moves throughout, you know, the world, ye are pretiy confident that this is notaplanthat

e A R

takes pface astheoneyau.express where it's just recruiting on top of recruiting. We constantly and constantly go after any type
ST
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of, you know, situation where that couid incur. We don't see many of them, but we also foster through the sampling program
smaller packages of sampling. Try the product first. See if it's something you're comfortable with before you make a farger
investment in it. See if this is a business opportunity that you're comfortable with that you can do. Get on the products, get
your own personal success story. These are all things that you become a successful Herbalife distributor with is your owr: personal
testimonial. Our - frankly, our best and strongest advocates of this company are people who have tost weight an a preduct or
who've reached a healthier, more active lifestyle and become testimonials for the product themselves. So, you know, this is,
again, are there problems? Yoy bet, Are there strong opportunities in this company? They're much bigger than.any.problems
that we have

T

s

Chris Ferrara - Merrill Lynch - Analyst

Thanks a lot, guys.

Operator

Qur next question comes from Scott Van Winkle,

Scott Van Winlkte - Canaccord Adams - Analyst

Hi, gentieman. A couple of questions. You know, fiest, on Michael's comments about segmenting those 1.3 million distributors,
that was from your analysis based on volume of those distributors. What happens when you ask the leadership where you do
survey work? Do you find the same type of segmentation of, you know, how you witl classified distributors?

Greg Probert - HERBALIFE LTD - President, COO

Yes Scott. it's Greg. Yes, we do. Directionaily, we hear the same thing, so anecdotally, it supports, you know, what we've sort of
guantified internally, and you know, it makes really common sense, If you're coming in to the business as a custorer and you
join up as a distributar, that entry price point is roughly $50 to come in and you get a 25 - at least a 25% discount and you' re
buying a couple of hundred dollars a month to get on the shape works pregraii forexample. You know, the payback of that
entry fee is on your product diScOURTTS, you know, W@oﬁgﬁonths It’'s actugﬂymmm?%mmmhjt;ust
makes a lot more sense (o sign up as what we caff a discount buyerz;}d tpat’s probably a millipt{ of that},7 miliion distributorss,

are actually discount buyers, @3’2 @\fﬁ%

The good news is, you know, that by becoming distributor, they also have the ability to buy directly from the company, in
addition te getting that discount. So, that's new information we haven't broken out for you before, but we thinkit's important o
to understand that they're not in this for the business opportunity, they're in it for the product and their e entry cost is minimal, {g@ f

v

Scott Van Winkie - Canaccord Adams - Analyst

Is there a difference between those three segments in turnover rates? The discount buyer may stay on a little longer where you
know a — maybe a future supervisor decides he's not going to make it and jumps off the program faster?

Greg Probert - HERBALIFE LTD - President, COO

Yas, Scott. We don't track that. One of the things that, you know, we hope to do in the future when we gel our systems, you
know, Oracle rolled out in some of cur biz works 2.0is to be able to really penetrate that database and {inaudible) and do some
C.RM on those. Right now, we do not track that, We only track retention for the supervisors as we said in (inaudible) comments
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about 419,000 supervisors at the 1.7 million and our retention rate, you know, is 40-43%. So, you know, those people once they
get 1o supervisor, you know, stay in the business and, you know, pretty good average earnings and again, that's one of the
things we look at the turnaver rate so that 1 million customers, is they tend to come in and out of the business. You know, they'l
come in and get their product results go out and come hack in and in the future we hope to do a better job today than minding
that segment.

Scott Van Winkle - Canaccord Adams - Analyst

And second question was around nutrition clubs. Are there any different rules in place for a commercial club versus a traditional
nutrition club. You know, given the fact that it is probably higher volumes and higher, you know, infrastructure investment on
the part of the distributor? ‘ -

Greg Probert - HERBALIFE LTD - President, COO

Yes. We have fairly extensive rules and manuals on ali the club types so as they evolve, we adapted and, you know, for instance,
you know one of the things with in-homae clubs is we calted the good neighbor policy. Is that, you know, if you are doing this
in your home, you know, don't have too bigger club that you are opening a larger club, do it more on the central club or
comimercial club and we want to make sure that all of our distributors are compliant with local, you know, laws and regulations.
Sc we spent a ot of time doing that and a lot of time with the leadership making sure that they are training those rules and
regulations, They are downline. And we really are very proactive ta make sure that we don't have the issue in Mexico where we
grow so fast,, that those rules and regulations and just good business practices were not passed down fast enough. We want
to make sure to proactively address that in other markets.

As we sald earlier, you know, in Mexico, we do go out and perform, you know, audits of the nutrition clubs and, you know, really
with the goal of making sure that the training is taking place. So, the leadership are responsible for training. If you remember
one of the things as they gone out and trained and so far aif their clubs and sign a certificate to us. Then we go cut on a random
basis. We make sure that they're actually doing that. And again, it's less about, you know, finding someone doing something
wrong than it is about training them to be compliant.

Scott Van Winlde - Canaccord Adams - Analyst

Thank you,

Operator

Once again, ladies and gentiemen, if you have a guestion or comment at this time, please press the one key on your Tauch-Tone
telephone. There are no further questions at this time. There are no further questions at this time,

Greg Probert - HERBALIFE LTD - President, COO

Okay. First of all, we'd like to thank everybody for participating today. Kind of an interesting summary we looked at, which was
it took 16 years for this company to get o a billion in retail sales. That's retail sales. We're not taiking net sales. Eight years to
get to 2 billion and 2 years to get to 3 billion, The distributors, the employees wha really, you know, make up tell Herbalife. Greg
and | are really excite about the future of our company. You heard about these D.M.O.s, things that are growing and people
responding frankly to this global weight loss dilemma. The growth potential of the refreshes and sharehalders will continue to
grow in this country. | hope to see many of you on neb 28 at our investor day, We'll take you through our nutrition club. You'll
have a chance to visit. We are excited including a science lab and distributor call center, You'|l get to hear more insight shared
by the company, We'll highlight more on our key initiatives for 2008 and have our research and devefopment team to give you
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more insight into our products. | hope you all have a blessed and wonderful Thanksgiving. Thank you for participating in our
call today.

Operator

Ladies and gentlemen, you may now disconnect.
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PRESENTATION
Ri_chard Goudis - Herbalife Limited - CFO

Ckay. Good morning. Good morning, everybody. Good marning, ladies and gentlemen, those of you in the room and theose of
you who have joined us via webcast. Well, we are live from 10 o'clock this morning West Coast Time to 1:00 p.m, West Coast
Time, For many of our investors and analysts, the investor experience really started fast night with dinner. So, we thank you
those who came out early, especially those who joined us this morning on tours of our Nutrition Club.

Over the next three hours, what we hope to do is a few things. One, introduce you to several different levels of management
inthe Company, as well as a broader introduction to several of our doctars, who are affiliated with our Company and employees

. of the Company. But, most importantly, we want you to hear from Greg and Michael about our business, about our business
opportunity, about the channel distribution in which we exist and explore on a worldwide basis, better understanding of our
financials, and our cutlook for 2008.

So, with that, it is my pleasure to intreduce Michael Johnson, our CEC and Chairman. Michael comes to us — he has been with
the Company four and a haif years, and you have his bio both online and in front of you, mast recently to Herbalife, Michael
was 18 years with The Walt Disney Company, last position as President of Disney international. And we are very fortunate, not
only to have that experignce, but also the team of peopie that Michael {was] -- been affiliated with over the 18 years at Disney
part of our team.

5o, with that, Michael. Thank vou,

Miichael Johnsen - Herbalife Limited - Chairman and CEQ

Thanks, Rich. Good marming, everyone, Hope you had an interesting and enlightening morning so far out in the marketplace
seen our Nutrition Club, seen our Company in action not only from an employee standpoint, but most importantly from a
distributor standpoint, seen how they engage new distributors and see how they engage customers on a daily basis in our
Company.

Today, you are going to find me a little more controlled, some of you who have been in my presentations before, and [ get in
emphatic and start getting emotional and jumping up and down, but I have been convinced by many people that this is & new
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group, and there's a lot of folis in here, and as we broadcast out, that I should be a little more controlled — a little more thoughtful
here, and Ewill be both of those, but you are gaing to get some emotion.

So, lwill keep myself a touch more organized, And as { said - before and Rich said it, we want you to see our team, we want you
to feel cur team, we want yout to understand the passion, the emotion, the confidence that is behind this Company right now,
how we are buiiding this Company not anly today but for the future, And the opportunities that we see in front of us are as
exciting and as large as any time that this Company has ever existed. 50, we are very, very excited about that.

When you're around Herbalife, you will feel our culture, you will see otir people in here, you will see a lot of team Herbalife wear
inside the Company, you will see what we stand for, You will hopefully be able to engage people on how we are changing and
adapting to a new environment. You will get an idea of the size of the channel that we are dealing in, and | am going to show
you that in just a second, and aiso show you that today, we hope that you will pick up that in cur company, we see a growth
rate that is very, very interesting.

And many of you are from the staple consumer products business, and you are focused on that area. [ too am a veteran of that
area, used to sell video cassettes at Disney and that was a - Is now considerad DVDs and videos are considered not a staple,
but they are definitefy a consumer product. And as we see that we want to show you how that growth rate, or how our growth
rate Irs our company is really better than that staple consumer marketplace, and how we are adapting and growing to aworldwide
market. So, fet us go through a few slides here right now, and | am going to again talk of a few notes here.

Successful track record, driven by global mega trends, we have had 15 consecutive guarters of double-digit growth inside
Herbalife, very proud of that. We are living with two globai mega trends, obesity --and | heard this morning on the radio on the
way in hera and | couldn't believe this, | was listening to public radio.

But, in ten years, and just take a second to think about this, what percentage of just America do you think is going to be
overweighi? And Lou, you can't answer this nor David, you are not aliowed to, because you guys live in this world, nor S{eve.
75%. 75% of America in ten years will be averweight. That is a mega trend that is unhappy, but it is an oppertunity for this
Company like no other time in this Company's history.

As we talk abotit weight management, as you go through those Nutrition Clubs like you went through this morning, if you hear
paople talk about losing ten, 20, 30, 40, 50 pounds, because of the dedication to this product, because of the discipline that
they follow in their lives now that they did not have before, and that is a big part of our product sale is the discipline to our
products. This is 2 mega trend and an opgortunity thatisin frent of this Company, not hehind it.

So, we have a tremendous opportunity. And anti-aging, thisis alsoa tremendous growth market. Peopte want to feel as good
as they do today forever and that is one of our key market areas. 5o, two global mega trends, obesity and antt-aging. Direct
{channef] — direct selling, excuse me, is an optimal channel for reaching out to people.

Peaple need to be personally consulted in what thefr doing -- again you saw thatin-Nutition Club thismerning, working with
people of their own fike. [t is almost, E would be careful of this, it's almost Iﬁﬁve Alcoholics Anonymous for weiaﬁ_} People get
together and they learn from each other and thay pick up a discipling, and they hecome connected, and they lose weight and
they feel better about consulting. They don't want to get off that opportunity, they don't want it to go away,

And so, we are building really a future on this Company based or a global mega trend, but also an apportunity for people to
grow in the direct selling business, because it's [consuitativel, it's person-to-person and it opens up a tremendous channel for
us. So, emerging marketplace, we see this and you are going to see this {inaudilbe) on many slides.

Pt =

The consumer packaged goods compa%ig;t Mestles of the world, M’g}na’{ions of the world, they are caming.into the direck seling

marketplace by repackaging products — we started dbingﬁgwfthree years aga, packaging our products for special apportunity
“selling inthe direct channel, direc¥5élling marketplace. We are seeing companies do this in Brazil and India, and they are starting
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to repackage products so they can reach into a different universe of buyers.We have been ahead of that trend and we will
continue to be on the forefront of it.

As | just mentioned to you, India and Brazil and China and other markets, we have geographic diversification and product
categories diversified in this Company, and we will talk to you about those throughout today. We have four major product
categories, we have -- and which we will go into.

We have a breadth of opportunities beyond ouranchor of weight management, we have energy products, we have personalized
nutriticn and outer care, very excited about each one of those categories. in some marketplaces — our outer care our Outer
Nutrition as we call it, is growing our business. In many marketplaces, our targeted nutrition is growing our business.

And in most - in all marketplaces, our weight management continues to grow. So, that - those 15 quartess of consecitive
growth come from not only building the business opportunity, but it is the product opportunity also. Qur financial strength,
and I think it is a given for many of you who have followed us, we have continued to have margin expansion, we will go into
more of thatin just a second, we are economically resilient in good times and bad times, people are either looking for a business
opportunity [and] people are always looking to be healthy.

Emphasis on driving shareholder value, free cash flow has been allocated to high return on investment programs, again we are
going to go into mare of that today, we have been in the share repurchase - been active in a dividend that we put into place.
And lastly, but not least is our management. We are very excited about that management team, we want to shawcase thase
for you today.

50, let's go to the industry history real quick. This is a 100 year old mdustry, in fact it is a little bit over older than that. AVCN
actually started in 1886, and there's been a lot of names through time who have been direct sellers or it's been Fulter Brush or
encyclopedia or bibles, or whatever -- it's baen, there has been a [ot of door-to-door sales, and this is an evolvmg marketplace
Your heard me mention some of those companies that are coming in; we will show you a slide in just a second.

But just to show you a breadth of the activity invthis industry, this is @ snapshot obviously of the evelution of the industry, but
this Industry being over 130 years old, this chart shows how many long -- how long many of the key players have been involved
in this business and continue to be involved, this is a long-term business channel that keeps getting remvented that's the
important thing for you to realize, T

This is not something that is just a trend that is going to come and go, this has been around 130 vears and it's going to continue
to be around, because it keeps getting reinvented. And as we see more consumer product companies enter into this channel,
that is going to add more vitality and there is going to be a more vigorous attempt to capturing market in here.

If you fook on this chart, all but two of these companies are public traded, so this is a marketplace that has lived in the pubic
eye for quite some time. The direct selling industry is a growth industry. It has a — CAGR in 1998 that you can see on there of
6% to 2006, But, itis alsa highly fragmented industry, nobody owns a majority of the market share of this industry.

And | think over time, you may see that change a fittle bit, you may not, but | think that as we grow our business, we certainly
want to capture a larger share of this. 1980s, a strong growth trend was driven by new |ndustry entrants and  geographic
expan5|0n In the 1990s, you will notice there was aplateau, And the mere reJuveﬂated by emergmg marlgets cgrﬂr}games

such as ours heading into China, India, Brazil, starting to build our businesses in new markelplaces. Growth is accelerating in ~
“the T3et five years, almost 7% again a little bit ahead of consumer staple,

As an industry we have been very, as | said before, economically resilient, we have gone through good times and bad timas
econormically and the industry has continued to grow, Thisis a bit unlike consumer industry, where leading brands are accounting
for the majority of the total share, 1 just mentioned that, this is highly diversified.
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Direct selling Is fragmented, and itis where leading brands collectively represent a rrinority of the total business. 5o, we have,
believe me, an opportunity to gain share in this because we believe that the leading brands will continue to gain share, We
build a brand around Herbalife, it is for consumer friendliness, it is for distributers, but it is also to make people rmore aware of
the brand that is out there and use that as a way to build share in the marketplace.

prE—

(Traditiong}:c*éy;ﬁpanies entering direct sglling?ﬁf‘og can look up here and you.can.5€0 that these are.some.of the higgest names
_out thepe, Warren Buffett and Berkshire Hathaway,ﬁtigroup, Jockey, Tim{eﬁ_y”yw__ ‘g?r,mgﬁzg”@[),gﬁjﬂg;;@ye - Nestle is in the market
‘Tﬁﬁ?ﬁ’igﬁgmﬂﬁwﬁ‘ﬁémﬁiﬁ“’Eﬁ’é”\'i&fﬁ“fi”?ﬁﬁﬁ?fﬁw A putting door-to-door sellers into the jesser economic areas of the Brazilian

marketplace. 3

They have been very successful with this approach, We are keeping a very careful eye on what they are doing, But, we are also
breaking out our productsin the lower cost goods.Wejustiaunched 4 new skin care line in Brazil at a much lower cost, packaged % @ L
in smaller units down there ta be able to rnake it an easier sell for ous distributors and an opportunity for our consumers.

Dty
Just going to Herbatife for those of you who have not been araund us for a while, past, present and future, and thisis kind of a ] o
- usual part of my presentation. | came 10 this Company with Greg, and Brett, and Rich, and Paul and the team in here in 2003, g%‘fﬁ %%E?W g
and what we found Inthe Company was a great set of executives aiready here, we found a great distributor base already here, ‘

“but frankly without a direction,

They had suffered the ioss of their leader in 2000, there have been frasically four managements in the year 2000 to 2003, and |
came in here in April of 2003, We found a company that had frankly lost its compass, and we believe that it was very necessary
to put some things in action in this Company very early, a strategic pian, so we came up with a five year strategic plan almost
initiaily. P

o ‘\
Thoseanere unheard of words in the Company, the Company woﬂ(gd on a 90-day plan.they thought about the next 80 days
all the time; they thought about with our distributors, they thought about with employee, and they thought about it through
every phase of this action. What are we going to do for the next 90 days?

We thought that the Company needs a Jonger term focus, What are we going to be about the next five years? Where are we
going to beas acompany? What strategic poris wift we seltinto? What are the opportunities for aur distributors, our employees,
for our brands? What is the building biock that is going to take this Company into the future? How are we going to create the
next generation of Herbalife distributars? :

S0, a lot of things were put into place in that first five-year plan, and it is amazing when we first did it, we didn't think it was as
valuable, but we look back at it now and we realize thereisa lotof things in there that we have taken action on and we continue
to update that plan on an annual basis.

So, our distributors, our employees, they had lost confidence in this Company, and ry initial job was to restore confidence, it
was to provide an opportunity of stability to say that we are going to go forward, we will survive, we will be strong, we have
too much opportunity in front us, those global mega trends that are out there can provide for us.

S0, what did we do? We restored confidence in the Company, a new mahagement team, a strategy. We built top line revenue,
distributor momenturn; strategies to strengthen retailing, retention and recruiting, and those are the three Rs that we talk about
around here consistently. Everything in this Company starts with recruiting new people in just tilke it does in any consumer
staple company. ‘

You have {o recruit new customers, you have to recruit people to huy something off your shelf, to get them through your frant
door; wearejust like that. We recruit new people to our business opportunity and to our products. Retention of those customers
is vital to us, what you saw in those Nutrition Clubs taday was the paradigm of perfect retention,
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They people -- those folks come back to those clubs day in and day out for years, not just weeks or months, but for years, We
<an take you down inte Mexico and show you Nutritien Clubs that have had customers for four years, amazing story that take
place and transpire. So, retention is vital, and recruiting as we said -- as 1 said before. So, retailing the product, you saw that
today; retention, you saw that today, and recruiting you see that everyday inside Herbalife.

Expanding our geegraphic reach, we are continuing to grow in new marketplaces, We will throttle that back a little bit in 2008
as we build an IT Infrastructirre to support further expansion of our growth, but we did expand into many markets over the last
five years. I don't have the list off the top of my head, but | can name — in Latin America, we expanded in three or four markets,
in China, we have gone into Eastern Europe and we continue to grow in those marketplaces, and we will be ooking at other
markets in Asia over the next two years.

We also are sharing best practices, which is something | think has been vital to our growth in the Company. Actually, this is an
old Disney trick that Greg and | picked up, we used to bring our employees together on an annual basis inside the Company,
we have a great idea session. And that great idea session was one of the most valuable meetings that we have inside the
Company, because the guy from France would talk about how he grew his business, and the woman from the Germany would
sit there and listen to that.

And you'd think weil France and Germany, they must talk all the time, right, because they are right next to sach other, well
they're aforeign country to each otherand they speak a different tanguage. And the only border crossings in France and Germany
are using unfriendly -- no, that was just a joke, | should be careful of those jokes. But, they didn't, and 5o the German, hears a
great idea fram the Frenchman and says, wow, | can import that into my marketplace,

This has been the basis of some of some of our growth and our strength in this Company, We populated executives — if f fook
at Rob Levy back there, sitting next to David Heber, raise your hand Rob and say hi to everybody, We have Rob running, I don't
know, almost every market in the world for us at this point.

8ut, Rob has gone from countty fo region to different geegraphic areas and he spread good ideas. He takes distributars from
northern Latin America, which is growing like mad for us right now, and brings them into Asia to share ideas with Asian
distributors, how do you grow your business; how do you build these Nutrition Clubs, how do you recruit new peopie, what
are you retailing techniques, how do you retain,

And these people start to populate ideas across the universe that became very, very powerful for us, and we see the impact
sometimes six months or even a year down the road, it is not immediate because it takes time for absorption, it takes times for -
ideas 1o hit the road, that they've put into place. So, itis a very valuable tool that we have in this Company, where we have a
sUCcess canter.

And right now, the U1.S. is growing, it grew last quarter at 20%. So, why is the U.S growing, the oldest market that we have? Well,
we have certain reascns that it is growing, the Latino marketplace is booming with Nufrition Clubs, we have a sampling pack
that's going in through the Anglo marketplace, it has been widely successful,

50, the French come over and ook at the sampling and they say, maybe | can implement this in my business. The Itafians come
over and fook at the Nutrition Clubs, Germans look at the Nutrition Clubs, they go to Zacatecas, Mexico. So, we are fomenting
this wonderful sharing of ideas acrass our firm.

Okay, so let's go to performance, which we are most Interested in. Here is an interesting slide. And in terms of where this
Company is today, when we talk about retail sales, we are talking about the mark-up value between our wholesale price, which
is the price that the supervisors pay for the product a 50% discount and the market price, And everything you saw today in
Nutrition Clubs with market price, there is full retail margin being charged in those iti

% [ e e
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Those distributors are putting retail margin in their pocket every singte day, and that is an important thing to remember as we
get deeper into our presentation today. 50, 16 years fq{”img,ﬂg;gm,paw‘mm&,t;ai}ﬁmmﬁamwﬂgmﬂgg;@ 1o $2 billian, two
more years £o $3 billion, that's pretty fantastic growth rates, and that's being powered by many ofthese new business initiatives

“that we are SRaring market-to-market across,

Top line growth, as you can see, has been aggressive. Expanding margins in this Company is one of our goals, it's absolutely a
principle ard a goal in this Company that we live with every day, | drive Rich crazy with this. Greg and | have got a goal of much
higher than what we told you guys, because we are going to be conservative and only deliver to the numbers we promise you,
but that goal that we have internaily in our minds is much higher than what we are broadcasting.

Free cash flow, it continues to grow inside our company. The halance sheet, we have delivered a cleaner balance sheet every
single yearinside this Company, and we have-accelerated retumsto shareholders as we said early through dividend and purchase
— repurchase of shares,

Confidence in our company. One of my main job is to build confidence about our Company in what we do, our products, ous
business.opportunity, our brand, and our image. that's what | do. 1 am the -- Greg is a much better business mind thaniam, so
| | am the head cheerleader for this Company. ham the one who sits up in front of the distributors who drive them to say,

look, you have a great opportunity here, you are living in the mega trends of the world,

As we bring people like David Heber and Dr, Lou Ignarro, Nobel price winner, we bring these great minds from UCLA to join us,
to give them confidence in these products, to make sure that they undarstand that the global mega trends in front of themare
very real.

Dr. [gnarvo has basically started the worid on the track of nitric oxide, has made the world understand that a healthy blood flow
is a heaithy body. And we are the first company to come out with a nitric oxide productin the marketplace, it was faughed at
initiaily and now itis copied, It is a very interesting trend that we are in there,

That is confidence, that gives our distributors a ton of confidence in the product, in our science, you saw our science centey in
here today, we have a relationship with the University of Mississippi, we will talk a littie bit more about that, with UCLA, we are
doing clinicals throughout the world, this is all product confidence. This is [the delivery] to the distributors substantiation for
the daims we make that differentiates us among companies of our type in this world. We are nat selling anything that isn't
substantiated, we are building cenfidence in our product.

Confidence in our business opportunity, it's distributors who succeed, it |5 that simple, Those distributors you saw this morning
are sticceeding with these Nutrition Clubs, They are becoming part of the culture of success of Herbalife. We put them on stage,

we m"éTiém?”{TFgﬂggnge hear their stories, understand the way that they are going about their business with high integrity, with

buitding an opportunity with a cuiture for success and they are confident everyday in that business epportunity; how they build
it, what they do, how they recruit, retail, and retain distributors.

Confidence in our brand. You see our brand growing around the worid. You see David Beckham, | would say, They called Barb
the other day and Monday | wasn't feeling too geod, so went home a little early to get some sleep to prepare for you guys, sleep
a day early. But [ flipped the TV on and there is David Baclkham on in Australia with this Herbalife Jersey, and some kids crying
in Herbalife [jerseys]. '

L thought, oh my god, | dan't know what's happened, buthe missed some kids he was supposed to see who were cancer patients,
who were there waiting to get an autograph from David Beckham, and it was the prass whao of course was deing their thing. Is
this negative of is it positive, and | arn sitting there looking at it and | am thinking of the oid Errof Flynn line, hey good news or
bad news, spell my name correctly, out there and so cur name spelled correctly.
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it's Herbalife on there, he goas and he signs the kids jerseys later, he meets with them, itis all a good news, feel good stary, but
thisisin Australia and itis making the news in the United States, as well as throughout Asia. Our brands expanding, it is exploding,
the opportunity that we built around it.

We're giving distributors tools and mechanisms to reach out in their marketplace and become marketing toois for this brand
every single day through local events, whether it is a music festival or there is a swim meet, or it is a triathlon, | know some of
you in this room have competed in Herbalife wear in triathlons, and you will see more and more of that as we build this brand
on a global basis. It is very, very exciting.

Confidence in our image is ail about the good things that our distributors in our company is doing on a daily basis to go out
there in the marketplace through their goodwill and their good acts, f could go on and give you a list, but 1 see Rich doing this
over here like | am running out of time already, so, | will go fast here. So. our image is growing through the good acts of our
distributors in aur company threugh our Herbalife Family Foundation.

Confidence in our products, we already talked about this. Our products fall in a farge growing global category. Weight
management is a $33 billion category projected to grow 7% driven by the global trends in obesity, When | heard this merning
is 7% is probably conservative, 75% of Americans in ten years will be overweight, very sad. Our weight management busmess
is nearly $1 billion in sales and growing at plus 12% a year,

Targeted nutrition is a $33 billion categoery, projected to grow 7% driven by anti-aging, Qur Targeted Nutrition is growing 17%
year-to-date. Energy & fitness is an important category for Herbalife brands as these products reinforce our commitment to a
healthy active fifestyle. This category is projected to grow 52% and our business is growing 16%, so we have got some room
there,

Personal category -- or Personal Care is obviously a tremendous category, htige category, and we see continued opportunity
to complement our inner nutrition line. And with the application of vitamins and nutrients to the skin, our skin care line Is about
vitamin A, € and E, we call it ACE for your face, And it is a great topical application of vitamins,

We continug jo encourageregionste identify products that can performwell intheir re respectlvemar.ke%s Someexamples include
outer care in Brazil, whichi mentioned tgmfmmh@aﬁgi”Wa SHITTG Serum in Asia and othérs,and these products,

iIf you TooKaF8Gnd the room today, thgymm‘,gwlwx in the room and you can see some of our locaiization. Qur product
“portiolio 1s Buiil to fight the mega trends of obesity and anti-aging.

[ think we have driven this topic into the around, but as you can see, that doesn't take one glancing at the major media of the
world to be not aware of what's going on out here, It is unbelievable, there is articies written every day, there is something on
every news cast, there are specials,

And Ewatched on ABC, Good Morning America, the other morning this guy fost 40, 50 pounds and he was going on to sound
like a Herbalife testimony and he wilt say, well, Fm off my diabetes drugs, 'm off my arthritis drugs, and Fam like duh, you lost
60 pounds and you are healthier, and that is the basic summation of this Company; you lose weight, you get healthier.

Let's go to our business opportunity, confidence, again in aur business opportunity, we have a strong compensation system.
One of the facts that is often misunderstood about our compensation system is the disteHuTors Tritke- <money day one on the

retail margin of the product. You saw in those Nutrition Clubs today, they are maling 100% retail margin gvery single day on -

those products. T%us portion represents $1.5 hillion of our distributor aliowances, that's the retail margin. o

J— S————

We pay 15% royalty override, which is common in many muitidevernmarketing pfans, a 7% production bonus, this is unique to

Herbalife, it's something that Mark instilled in this Company’in the late '90s irprder to re-motivate the staff to. get the sales '

graup back out there Itis a break-away aspect, you will heaf about the term break- -away in mufti-level marketin
Yy aspech g
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And then, we have what we call the 19 Mark Hughes Bonus, and this is a discretionary management bonus plan. This drives

ietributor attitudes, this drives distributor performarnce. Last year, we aave Sway 530 million in thit so our top distributor got

iﬂlmﬁw@a“mz[on on staae in front of other distributors, further ta motivate and give them confidence in the business opportunity.

ft's a very moving evening, [ think some of you were there for that, This makes up $675 miliion in royalty averrides in our company.

Vitatity of our plan is that we see growth across all levels within the marketing pians, from Supervisors to Chairman's Club, This
week alone, | have done 15 first cut price - or third cut pricing call, that doesn't mean anything to you, that is local language.

T g,
e

Third cut means they are in their third month of qualifying to reach the President’s Team, which is that level right here, just
before Chairman's Club, means they have a very good sized organization and are earning in triple-digit income mostly around
the world. And these folks —1 did 15 of these and some of these people were in this Company less than four year, it's amazing.

S0, new into the Company, in four years reaching aimost triple-digitincome, | don't want to say that is consistent, because itis
nottrue in every case, but itis largely true that they are in the triple-digitincome level. Some of these people made $50 amonth
five years ago, six years ago.

This is a world that's unknown to them, this is a world that hard work, a great product, a greatimega trend, a business opportunity
built for them and changed their life. So, the vitality of our plan is evidence of the growth opportunity that continues to exist,
and the real opportunity for an individual distributor signing up today that in four years, to have a great opportunity in this
Company.

1t's not just four years, some of those distributors were here seven, ten, 13, 15 years, but the amazing thing is when | hear the
stories about the folks who have been here four and five years.

We are transparent with our eamings potential among supervisors. The staffon this page which is the average gross compensation
of U.S. supervisors is a public document, itis available on aur website and is part of our introductory business pack that all new
distributors receive. So, every new distributor fn this Company knows exactly where they stand and what their opportunity is
inside the Company.

These average earnings reflect not only the compensation from royalty introduction bonus, it does not include the $1.5 bitlion
paid out against their retail margins, their discounts seen here, so that's just something that we need to remember and think
about in here when you hear cerfain pundits take shots at our company.

Confidence in our brand. This is a brand that is growing, { mentioned it befare, Beckham has obviously then a huge advantage
for us, he is now traveling the world, they were up in Canada last weel, Australia, they are in another meet somewhere in Asia,
| can's remember where it is in the next couple of weeks. But, this Is a growing oppertunity for us. Soccer is the number one
sport outside the United States.

in the world, it has got a fan base in the U8, that's growing — any of you have been to any of these Galaxy games down here,
itis mayhem, they've gone from the average attendance of like 12,000 or 1 3,000, to somewhere around 24,000 1o 25,000, Down

here, it is a great family sports, a great time of entertainment and it is great for our brand, because it touches the distributors -

that we have and touches their lives,

Let's taik about image and integrity, and | think this is important for us and we are going to — then we wili come to some mare
of the business discussion, Today's husiness world operating with complete Integrity is not a nice way to be, itis the oniy way
to be. Itis the only way to be, and itis one of the things that i believe this management team has added to our Company, | think

the integrity was here, | think we reinforced it and we buiit upon it, and we made ita focal point in every single thing we do. /

4
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We have invested in staff and other resources to strengthen our internal controls policies and procedures. We have a corporate
whistleblower hotline, which among other things handtes complaints by and against our distributors, and we deal with that
every single month in this Company.

The number of incoming complaints in the hotline is very low, but we deal with them all every single menth. Complaints are
investigated by our ethics and business practice staff, they are well trained this Company -- this group has been around for a
long time in this Company. It's not always the most popular thing we do, but it is necessary to protect the long term business
interest of this Company and of our distributors who do things right.

%ﬁ »  —-theyareail carefully investigated and acted upon, excuse me, We are constantly evaluating and as appropriate strengthening
€ \ @C}f our rules of conduct in this Company. Our distributors are independent business pecple, but they must operate within the

T guardrails we established,
i P
_ Al g f/ Some key rules and policies that you should know about, and | am going to read these, We have a ten customer rule. To earn,
@ﬁ’“iﬁ ) supervisors — and that means to earn royalties, supervisars are required to sell at least ten retait customers each month. They
@é& %ﬁ‘% “must certifffin writing that they have complied with this rule. 70% rule, to earn supervisors are required to retail 70% oﬁheir__mm__
; total products purchased in a given month,

! =
&

- They must certify in writing that they have complied. Se 70% — if | purchase $5,600 worth of goods, $3,500 of those must be
retailed@ﬁ?ﬁ%@ﬁt we audit 10/70 certifications for three separate purposes. Random audits, and that's the ten rule and
the 70%, random audits for earning eligibility of supervisors, ethics and business practice investigations incfuding audits,
[pursuance] of complaints or suspensions about specific sales volume, qualification audits prior to improving individuals
advancing to the higher levels in the market plan,

So, ali these new %ﬁ%@] team members that | had phone cails with this week, they are being audited and is part of the standard

and operates at the highest level of integrity.

The business method. Any business method must be registered with the Company, they must be reviewed by confident
mutti-level council, they must male sure that they engage on these. Business method sellers, must show potential buyers in
strongly worded disclosure statements prior to consuming a sale.

We want people to understand what they are buying into in this Company. Business method sellers must buyback intangible

course of the Company, they don't love it, but it is standard, and we rmake stre that the businees That they are doing is legitimate

We review these quarterly at our audit committee, some complaints come from other sources, they are ail carefully acted and .

iterns within 180 days including shipping and handiing. So, somebody has 180 days to get out of any plan that they are in, that's
pretty good. | don't know where you can get in or aut of a plar like that almost anywhere.

N

Business method -- excuse me, products guarantee. Distribytors are required to give full refunds within 30 days of getting
product purchase, Distributors are reguired to give full refund in 30 daygé Buyback policy. We give 90% refund on resalable
iterns within one year. So, the distributor has up to one year to return 9896 tREIT GOO0E T8 TS, B

No pr_féﬁt on IBPY, we do not pay distributors to recruit and they cannot profit on the sale of a starter kit In this Company, they
&n't sell franchises, they don't sell ficenses, they sell starter kits, but they don's profit from them, We have a worldwide ethics
and business practice group that monitors distributor activity, and responds forcibly to questionabie business practices.

Again, thisis the hand that is not always loved, but it is the hand that is necessary. We have a worldwide internal audit staff that
reports directly to the audit committee, which itself is part of the Board of Directors. We have been SOX complaint for each year
we have been public, We are SEC, NYSE, FDA, FTC regutated, People say we are unregulated and [ beg to differ. Day in and day
out, we deal with regulations.
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So, with those as my opening comments, and with that, what i would fike to dois turn this over to a gentlemen that we are very
proud he is part of aur Company, his name is Steve Henig. And Steve, lam going to ask you fo come up, introduce you on the
way up. Steve has been in the food science, nutrition science business for his whole career.

He has been part of many great companies, we are honored 1o have Steve here. When | recruited and brought Steve into the
Company, | said, look, you like | am you in here to help me. Fix what you got and take us to the future. And he has done an
admirable job of both, so let me introduce to you PhD, Dr. Steve Henig. Thank

Steve Henig - Herbalife Limited - Chief Scientific Officer

Thanks, Michael. Hey, great to be with you. Good morning to the folks here, and good afternoon to whoever is on the east coast.
And what 1 will do is F will take you through our products, 1 will drili down a little bit and Michaet has covered some of it. And
sp, {et me start with our product aspiration.

Next stide, is we have sat a high bar for our vision and missian, we aspire to be the premier nutrition Company of the world;
guite an ambitious goal, but we intend to get there. Also, we want to have a lifetime commitment of distributors and customers,
Herbalife for Life. So, we use that lately in all of our events, ’

And my observation having been here far two and a half years is the remarkable degree of commitment of our distributors and
customers o this Company. Surely, a lifetime commitment committed to the product, to the business and itisjustatremendous
strangth that we have, In terms of the specific mission that we have set for ourselves is to — | (inaudible) is to provide balanced
nutrition, very important, batanced nutrition, personalized because that's the unique point of differentiation for a healthy active
iifestyle, That's what we do, this is what the products do.

In term of resources, to create the kind of company we aspire to be, you need four things in my mind; great people, outstanding
people; tesources, physical resources, laboratory access to good ingredients; you need to have processes; and you need to
exacute with excellence. And in & second, | will tallk about how we do it, but we are just blessed number cne to have outstanding
people.

You have seen scme of them in this [tour of the fab], you have seen to my left some of the greatest minds in nutrition in the
entire'world, And so, we are just blessed to have great people, we are bonding together to work as a high performance team.
Michael mentioned the key trends that drive us. I'm not going to be repetitious, but those are really the cornerstones to our
product strategy.

So, cur product strategy refies on those three trends, obesity, anti-aging, and healthy living. For example, the obesity more
quantitative look at this chart that basically is scary, on top s the US. and you can see that from say 2000, if you look into 2010,
over 35% of the population is bound to be abese, not just overweight, two thirds overweight. Not a good trend, but we have
trying to do -- we are doing something about reversing that.

The second trend is that of an aging population that is very sophisticated loaking for ways to stay healthy as we all age. And if
you loak at the red bars, this is where we stand in 2005 roughly today is the percent of pecple over 5. And looking forward,
more and mare people are going to break into that, looking to stay healthy, to stay active. And we believe that our product
calegories - our product just cater right to that, So, we have the foundation to grow, because we work with those trends that
are embedded in our society.

Let me now drill down and talk more about our products, Michael already teed up the four categories, so what | would like to
dois quickly scan through and present three of the unique seiling propositions from some of our key products. So, as you fook
at weight management in terms of core products, we have Formula 1. 5o, 1 will give you like three bullets relating to each
product.
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Why is Formula 1 such a good healthy meal, notjust to lose weight bt to maintain your weight, the dght weight? And it contains
18 grams of protein, high quality protein, I should say, and when you mix it with eight ounces of soy or milk, you basically get
18 grams of protein, it is contemplated to about 200 calories.

And as you know, to lose weight, to maintain your weight, it is calosies in, calories out, simple equation, never fails, How to -
the discipline to do it, but Formulfa 1 provides that geod balanced nutrition, it is packed with essential vitamins and minerals,
it's got three grams of fiber is low in fat, also designed ina way that the micro nutrients are in the right balance, itis right percent
of calories coming from [protein), which is a key to [society] and controiling appetite as you go through wetght foss as well as
you maintain your weight. So, it is a great foundation product for us.

Formula 2 provide essential nutrients for overall vitality and help you get the nutrients you need as you go through weight loss
and as you maintain your weight. Cell Activator with the IPycnogenoi] enhances the absorption of those vitamins and minerals.
So, those three products essentially are the core to our program. That is what's constant with our healthy [meall.’

Moving on to Targeted Nutrition, we have recently introduced a line of kids products, we are very proud of, It is designed for
kids in the age bracket of four to 14, draws in the same kind of logic and principle for Formula 1, except it is built for kids of that
age. 5o, instead of nine grams of protein in the product, we have six plus the eight ounces of mifk, nine -- about 15 grams of
protein.

The unigue selling proposition, it is about half the sugar in other typical products that you will see in tha marketplace for kids,
also packed with the right nutrients in it. And so, we believe it's a unique product, recently introduced in our Extravaganza in
Dailas, it's got no artificial colors or flavors or sweetness for that matter, and kids love the taste. Some of you going through the
lab, you have seen how we examine that in our [senscry] lab, it's a good tasting product.

In terms of cardio health, | would defer that te Dr. Lou Ignarro, who will talk about it a little later, but we have a wonderful range
of products from Herbalifeline to Niteworks to Tri-Shield, Digestive, we have a nice range of digestive products, aloe and fiber
products. We are in the process of adding and upgrading fibrous products., [Be] featured in 2008, as Greg will talk about, we're
going to launch some of those new products in the digestive area.

Shifting to energy and fitness, we have introduced a couple of years ago Liftoff, [it's been] very success so far, it's a energy drink
ginseng and ginkgo in it here in the U.S, In other countries, slightly different ingredients, it has been very successful. You have
seen the [flzzy] tablets right in front of you.

This year alsoin Dallas, we have introduced H30, which is a hydration drink, again unique because itis not only quenching your
thirst, but it provides the right balance of electroiytes, provides antioxidants for cell protection as people exercise, and it has
got a unique combination of carbchydrates for slow release of energy, very low in calories. That is our energy and fitness.

And as Michael mentioned, in our skin care, outer nutrition, our two leading brands right now are NouriFusion with A, C and F,
and Skin Activator, collagen-building giucosamine in it, which improve appearance and hydrates the skin and firm it up. So,
kind of a quick description of our products and you have seen the lab where we develop them.

Let me switch now to the science program, and as you have seen, we have invested in our own laboratory and this is very
important, that investment is so important because it allows us to do things in a better way much faster in taking control of our
own formula. We are new in a position to be more innovative, to specify the kind of ingredients that go into our products and
to execute is fee, So, over the last couple of years, we have really have improved as a team our ability to bring products to the
marketplace.

Our Scientific Affairs Group has started and strengthened a botanical evaluation program, testing all key ingredients - so the
product ingredients in our products testing it for purity, for key ingredient safety and efficacy. Another important thing that
this group does is claim substantiation. We have scientific dossiers, scientific white papers, if you will, behind every product.
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And so, when you walk through this group, you can see the binders with the scientific dossiers, obviously it is online as well,
and this basically provides scientific substantiation for all of our products. Besides the internal resources that we have, we are
blessed with outstanding external resources. UCLA, under the direction of David Heber, the clinical nutrition lab there, the
molecular biclogy lab working very closely with us, supporting us in what we do.

They obviously do mare of the basic science rather than product development, buf just tremendous add-on to our program.
We have recently signed an agreement with the University of Mississippi, whereby they have possibly ene of the best botanical
program in the entire world, heavy investment, Senator Thad Cochran is head -- support the state of Mississippi in that particularly
University to buitd that up, and the head of our science Dr. Ezra Bejar actually is a graduate of that university, so thatis a recent
addition to our resources,

Another thing that we have started to do about three years ago, [David did say], was to back our preducts and our claims up
with clinical studias. Prior to that, the Company relied primarily on studies done by others to substantiate the efficacy of our
products. We have decided that we are going te do selective clinical studies ourselves.

And 50, we have completed some, you can seethelist, Niteworks at UCLA was completed basically showing that you can improve
the threshold (inaudible) as you consurme Niteworks, very important for them. And if any of you run a marathon, half marathon,
biked a long time, you know when the anaerobic factic acid takes a hold of you, itis hatd to continue and this can defer that,
so good positive outcome,

Another study completed at UCLA was done on our Formula fand weight loss, proving that our way of weight loss, i.e., lose
weight the right way, lose your fat, retain your muscle, lean body weight waorks, and that study has proven that. Most recently,
we completed a diinical study in Germany done in an outstanding fashion, done in a highly disciplined manner, 100 people
recruited for that study, 50 is the contrel, 50is the intervention group, and the results are just wonderful.

I¢ is in the process of being published, at which point obviously you can - we can all read that publication, but | can just give
you a glimpse, a peak under that tent that the resultis absolutely spectacular, demonstrating that using our Formula 1, Formula
2 and the core nutrition the right way, you can actually lose more weight in a better way than taking some of the madications
others prescribe for welght loss. So, we can't wait to have this study be pubtished, and then you can see that we have committed
to running other clinical studies.

Let me now shift to quality and regulatory, and Michael has touchad upon that, that in this day and age of highly regulatory, if
you will, sensitivity and ministries of health around the world tightening up the screws on the pharma industry, on the dietary
supplement industry, we are weil positioned to completing that all as you have seen, we have made the investment.

S0, we have upgraded ail of our quality systems, policies, procedures, our auditing capability, we have included our testing
capability, we pick up randomly products, we test them for labor compliance, we test the ingredients, we are using our own
internal labs that you have seen, we are using UCLA, the University of Mississippi will work us on specific {actives) and so the
testing programs has been upgraded.

As you know, we use a lot of external suppliers and we have a very robust auditing program. We send our auditors having an
audit manuat and they audit ther on aregular basis. And actually, we have developed a scoring system. So, we have score card
for those audits.

Sop, that's very helpful to just make sure that we stand up to the high standards that we have established, And recently, we have
alsointroduced a new database for our specific patients that is highly interactive, meaning we input that and we can communicate
instantaneously with our vendors and dialog back and forth. So that's really a [great assist] and will serve us well in the future,
So, upgrades to the quality system.
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And the last piece in that puzzle is global licensing. Again, it's - for us, it is a very, very impartant activity operating in 65 countries.
As you can imagine, tremendous complexity in maintaining product licensing across 65 markets, and frankly, it is a barrier to
entry in same countries, hecause of regulation.

But, we are blessed to have a very skilled group there, who have diverse skill set to handle multipie countries, muitiple languages,
they have buift very strong relationship with regulatory agencies, and we have put semelicensing resources in the marketplace.

50, we have regionaiized their growth. We now have a licensing group in Europe, [added] Brazil and other countries, as well as
agroup here that does primarily the global kind of strategic thinking and licensing across the board and specific activities within
the regians. So, hapefutly, in those few minutes | have given you a good kind of glimpse inta how we do product development,
science, regulatery licensing, and so forth. '

ftis alt about having a strang team as | suggested, and | just want te introduce now aur tearm members, and they will take their
specific areas of expertise and talk to you about what they do and how they support us. So, we will start with my colleague here
to my left, Dr. David Heber, again a professor at UCLA, head of the clinical nutrition, is running obesity program, [l guess] one
of the best in the country, for the last 30 years and truly a world-renown expert, a pleasure to work with him.

Sa, David?

David Heber - Herbalife Limited - Chairman, Nutrition & Scientific Advisory Boards, United States

Okay, thank you. It is my pleasure to be here today, and § just want to thank Steve, And Steve and | have been colleagues as he
mentioned. | have been involved in the field of medical nutrition for the last 30 years, as the Founding Chief of the Division of
Clinical Nutrition at UCLA and the Founding Director of the Center for Human Nutrition there in 1996,

But, E can honestly say that my experience in the industry working with Steve in probably four different companies that he has
been involved with in the last 15 years, that this is the most exciting challenge that | have been involved in my professional
career. Herbalife is a unique company because of the glohal chaflenge of obesity, which Steve just reviewed with you. And some
of you may not know this, but in the counstry of Vietnam, 20% of the population is obese, and Herbalife is in Vietnam.

Now, the opportunity to take 2 message about how to treat obesity, which as Steve said, calories in and caloties out, very simple
message, but to take that globally is something that no single physician can do, there aren't enough airlines and enough days
to visit all of these countries, So, as a result, it dawned on me after consutting with the Company for a period of time, that what
was needed was a worldwide nutrition advisory board. And in thinking about that, and speaking with Greg and Michael about
it, we came up with a very good role for the nutrition advisory board and how to make this the bast in class.

Ifyou look in this industry and yau fook on websites, you will find many people who have scientific advisors. Unfortunately, you
waon't any one that has a Nobel price winner like my colleague, Dr. Lou lgnarro, You will not find in many of those even credible
scientists or doctors, but on the Herbalife nutrition advisary board, we have very strict requirernents for membership and a vary
defined rofe for each of those people.

First of all, what do they do? The nutrition advisors actually represent the Company in focal markets throughout the world. Th ey
were closely with the Company's country managers and they train the distributors in cur product massaging, which is unified
around the world,

Dr. Luigi Gratten who you will meet in a few moments is also intimately involved in training supervisors and distributors
throughout the world in consistent preduct messaging. It is one of the most important things that we do. Our products start
with good science, but if the product messaging is not consistent throughout the world, then that falls down.
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And unlike products that are sold over the counter, these products come with, | like to call 2n agent of change, which is the
Herbalife distributor who educates the customer, cails the customer back and follows up an what they are doing, and | would
like to say, that here in Herbalife, we have over 1.5 million agents of change in 65 countries.

They also service as local scientific and nutritional experts with regard to our corporate communications group headed by
Barbara Henderson, and each of them have their four specific requirements. Number one, they must be affiliated with a university,
and each one of our advisors is affiliated with a university.

They cannot be a distributor or be married {o a diétfibutoa', and we have some interesting people who are quite renowned
physicians around the world, but they were disqualified for being on [thel nutrition advisory board because they happen to
married to an Herbalife distributor. They aiso must have a good rapport with the distributors in terms being able to train
distributors.

Not all doctors are able to speak well from a training standpoint, and they must be knowledgeable in the fields of obesity and
weight management, heart health or sports medicine. And | would just like to show you -- the next slide which is a picture ofa
group of advisors, We have now close to 20 autrition advisory board members througheut the world.

They all fulfill these criteria, but on the next slide, | woutd just like to highlight four of these. On the first red circle, you will notice
Dr. Lou Ignarto, who you will be meeting personally because he is here with us today, Dr. ignarro, winner of the 1598 Nobel
Prize in Medicine and Physiology. But, more impuortantly, Lou s at the cutting edge of heart health today, which is health of the
endothelia cell. '

These are the cells that line the blood vessels, Qur understanding of heart disease has evolved from the 1980s where we thought
it was ali about cholesteral and cholesterol clogging the arteries, to where we now understand that your blood vessels in your
bady are living ceils, and that Dr. [gnarro work was absolutely with absofutely seminal in moving the field ahead, and it is linked
to the areas of obesity and inflammation and the other things that we do.

Additionaily now, Marion Flechtner-Mors in the second row down, Marion was a fellow in my laboratory at UCLA for two years,
she is now affiliated with the University of Hohenheim In Germany, whete she is on the faculty and does research at University
of Ulm in Garmany. Marion and | have been together in Germany a number of times now, and she is an excallent trainer and
really a person who bonds welis with the distributors.

The next person Fwould like to point out is Recio Medina, | point her out because of course Mexico is one of our mostimportant
countries, and Rocio is affiliated with the University of Monterrey, where she is a professor in their division of dlinical nuttition.
| met Racio a few years ago at a obeslty conference where | spoke in Mexico, and she has now beer training with Dr. Luigi
Gratton just this last week in Mexico and is an outstanding representative of the Company.

And then, finally, | would iike o highlight Dr. Ralph Rogers from the University of Surrey in the United Kingdom. Dr. Rogers is
an MP, PhD, and the reason | want o highlight him is he is & representative of a group of our young NAB membaers, who are
- not only expert in nutrition and weight management, but also the emerging field of sports medicine,

_And you wili notice the Herbalife jerseys behind me, this representation of sports and healthy active life style are one of the
three piflars, balanced nutsition, personalized for a healthy active lifestyle. And a representative of that healthy active fifestyle

you'll meet in a few moments is Dr. Luigi Gratton, who is also a fellow at UCLA in my laboratory for several years.

So, with that, [ will turn it back to Steve.
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Steve Hanig - Herbalife Limited - Chief Scientific Officer -

Thanks, is the mike on? Yes, And a lot has been said about Dr. Lou Ignarro, a Nobel Prize winner, s | would just add that he is
a trailblazer in a true sense on heart attack. So, it's all yours, Lou.

Lou lgnarro - Herbalife Limited - Member, Scientific Advisory Board

Thank you. | think 1 will do something different sit in my director's chair or doctor's chair,

Steve Henig - Herbalife Limited - Chief Scientific Officer

You are allowed,

Lou lgnarre - Herbalife Limited - Member, Scientific Advisory Board

tjustrar a marathon seven weeks ago in St. George, and | am going to run the Tucson Marathon on Sunday, and with a lot of
cycling, Michael, in between. So, | have to rest -

Unidentified Company Representative

{inaudible - microphone inaccessible},

Lou lgnarro - Herbalife Limited - Member, Scientific Advisory Board

t have got to rest my legs. | usually do pretty well not in the overall rating, but in my age group, because | am in the 66 to 70
group. 5o, f will be 67 years old in a few months, and | have to attribute all of this to Herbalife, Let me just explain, I don't have
—actually, it's very true or at least it's a great time coincidence here.

I need to make -- those of you who know me know | would like to talk for no less than 50 minutes, but | have five minutes or
less. Welk, | spent the first | guess 40 years, that's frightening, 40 years of my life doing baslc research, working very hard to make
a difference, and my interest has always been heart health.

What causes heart attacks? What causes stroke? Why do heavy people get more heart attacks than those who — who are not
obese? Why do people with diabetes get-- have such a high prevalence of heart attacks? How come people who lead a sedentary
lifestyle even if they are thin get more heart attacks? What is going on here? So then, ten to 40 years of research, which resuited
in a number of discoveries.

Iam not here to tatk about my discoveries, but f want to point out one, we show that our bodies make a unique molecule called
nitric oxide, not nitrous oxide, it's not laughing gas that you get in the dentist office, that's nitric oxide, and if you were to inhale
that, you wouldn't be laughing, | guarantee you. So, nitric oxide is very important to protect the cardiovascular system against
disease. '

it lowers the blood pressure, it prevents cholesteral plagues from depositing, it can prevent metabolic syndrome in diabetes,
it can prevent strokes, it can prevent heart attacks, That is not the resuft only of my work, it is the result of over 10,000 laboratories
doing this work, so it is important, it is real and it got the attention of the Nobel Committee in 1998.

So, after spending 40 years doing this research, | felt as scientists, we know what's going on, we understand about nitric oxide,
we know how to deal with our health. But, how do we deal with 99.999% of all the other people out there, who don't even pay
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attention to scientists, because usually we dan't explain anything in a way that they can't understand what the hell we are
talking about? :

And so, | decided to maybe start my cwn company, but I didn't have enough money. 5o, | started §ookiﬁg around and | spoke
to companies, and finally | came upon Herbalife, And | realized that we shared exactly the same views, and this was exactly at
. the time that the Company underwent new managerment.

I got a chance to meet with Michael Johnson and | realized, even befora | spoke with him, that he was obviously an athlete, and
we shared the same vision. The vision we shared was so simple it was that - most of the diseases that we suffer from are lifestyle
diseases and they are.

More people die of cardiovascular disease than any other disease, that's true for both men and women and its throughout the
world, and in about ten years, it will be the number one cause of disease of death in Asia, believe it or not, rather than cancey,
and this is all due to poor health — poor Iifestyle, poor diet, lack of exercise and so on.

So, we thought that, well, by advocating a change in lifestyle, by eating a heakhier diet, by engaging in an exercise - even 2
moderate exercise program, by supplementing all of these things with healthy dietary supplements to reinforce the production
of nitric oxide, to reinforce cellular nutrition and so on and so forth, we just might be able to change people's lifestyles or take
advantage of their change in lifestyle and cut back on death due to cardiovascular disease.

And s0, | felt honored and proud to join Herbalife, and as every month goes by, we develop more and more products and 1 see
how we talk to distributors and what the distributors say to us, i can tell you, Lam very honored and very proud to be associated
with this Company.

Now, as a Nobel laureate, it's been a very difficuit task for me because you see [ am ftalian, | have italian genes, | usually say
what's on my mind. | never think about whatever it is | am going to say, but Lam in a position now | have to be careful what |
say, when 1 say it, who | say it to, who | associate with.

8ut, | can tell you, having said all that, this is — I feel this is one of the greater things | have done with my career. lam going to
spend the last part of my career now working with this incredible company to try to spread the good word that a change in
lifestyle is really all you need to live longer, it's the best possible way to protect against cardiovascular disease, and to extend

aging.

Science is about 10% fact and 90% common sense, And certainly, you must see that what fam talking about is common sense.
Alt right, now, let me talk about some of the products that | have helped Herbalife develop. | had some ideas in 2003, and |
talked to several people here and fopposed] to the people  talked to at other companies, the folks at Herbalife were very
interested in what | was talking about. '

And in record time, Niteworks was deve%oped. This product is really a combination of amina acids, the same amina acid that
you get in fishes, in nuts, in meats, but with all the — without afi the other stuff that's present in the food, the mixture of amino
acid and a mixiure of antioxidants, which has been shown for many years to boost the praduction of nitric oxide in the body
and that's what we want to do.

There are no prescription drugs yet available to do this, There will be, there will be plenty of them in a few years with lots of
side effects and 510 a pill. There will be plenty of them. But, right now, yau don't need the prescription drug to do this. We could
do this by taking dietary supplements, by engaging in a healthy diet, heatth diets are rich in unsaturated fats, lower in saturated
fats, and filled with antioxidants.

This is what the body does to make nitric oxide. 5o, we can sort of fuel that system by ingesting more of these healthier
components. And also, exercise is good for your healih, we have known that for centuries, but nobody has ever understood
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the mechanism, Well, it's very clear now from the work of others, not me but from others that exercise is the body’s mast
important way to stimulate nitric oxide production,

5o, if you exercise, you have a healthy diet, you take Niteworks, other dietary supplements, you are going to really boost your
nitric oxide production. And if you keep it up there, | think you are going to live a healthier lifestyle.

And then, another product we developed, there have been several, I am just going to focus on this core complex, which is a
mixture of things. And 1 don't want to complicate the issue, but the major ingredient here is really omega 3 fatty acids. These
are concentrated from fish oif, ordinary fish oil, also from a special fish -- a crustacean from the Antarctic Ocean called krill oif,
which is very rich in a potent omega 3 fatty acid.

It's fortified with antioxidants, which preserve the fish oil. These things are spectacular for heart health, for blood vessel heaith,
and it's strongly advocated by the American Heart Association. So, it's certainly okay to say that there are so many products on
the market which contain these kinds of products, omega 3s.

But, this one is unique because it has a unigue combination of not just the omeqga 3 fatty acids but critical antioxidants, critical
phytosterols that can all work together to protect and boost the preduction and action of nitric oxide, Because in my opinion,
being a Nobel faureate, [ can state whatever opinion [ want.

In my opinion, nitric oxide s really the basis, the basis for the protactive effects of all of these kinds of substances in the possibility
of prolonging cardiovascular health. And so, it's been so much fun working with Herbalife because they are very conducive to
my ideas.

We can chat all about the ideas we have, the ideas they have, and the greatest thing to see is the ideas come together as a
product, that's not only very colorfully packaged, but also distributors love it and they become very popular. And of course, the
long-term goal, what | would like to see i1 can live long enough is actually see a reduction in the rate of heart disease in this
country and eisewhere. '

Instead of that slope going up; it would be so wonderful to see it begin to stow down. | think we can do that, | really think that
this Company is in the most unique position to do this, not pharmaceutical companies, Now, | am pharmacologist, [ have a PhD
in pharmacology, | [work] for a drug company. | love pharmaceutical companies.

We need those kinds of drugs because somebaody has to bail us out of the mess that we get ourselves into once we get very
sick. You don't need prescription drugs to prevent you from getting sick, you can't take prescription drugs to prevent you from
getting sick, you have to change your lifestyle to prevent you from getting sick, and that's what we do at Herbalife.

Steve Herig - Herbalife Limited - Chief Scientific Officer

Thanks very much, Dr. Lou, great. And we are so blessed because a high performance team is based on compiementary skill.
S0, here we have got the complementary skill. There is also an age bracket in the group, as Lou already disclosed, so lwant to
feature the next team player, clearly In a younger age bracket than some of us, trained differently as a physician, genera!
practitioner, and he is our VP of Medical Affairs and Training, Pr. Luigi Gratton.

And before he comes up, as a trainer to a large group of distributors, you have to have special skill sets. And Dr. Luigi is just
blessed, it's just a pleasure to see him train, leciure, and train distributors. [t's an experience to see him train 18,000 distributors,
whether (inaudible) Dallas. Uniguely talented, wonderful to be with, great tearn member, Dr, Luigi Gratton. So, he is going to
talk to you about what he does, :
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Luigi Gratton - Herbalife Limited - VP, Medical Affairs and Education

Thank you, Steve, Wow, this takes me back to my days at UCLA, where | ran track for three years, and when you run track, there
is usually four folks in the mile relay. And the last anchor leg usually supposed te be the strongest, but in this example, | always
feel lika just don't drop the baton, that's what | am thinking right now. Don't drop the baton.

Steve Henig - Herbalife Limited - Chief Scientific Officer

Run, baby run.

Luigi Gratton - Herbalife Limited - VP, Medical Affairs and Education

Yes. 50, | went to medical school a place called Mount Sinai, New York. And when we start our lectures, which use about 45
minutes the length of this presentation, the doctors always knew that you have to keep it relatively short because you lose your
audience by about 30 minutes. So, here | am getting you at the last five minutes. 5o, 1 want to try something different, to try
and kind of let you guys know what — the guys and girls know what [ do.

t do a jot of praduct training and | have worked -- | work at ULCA with Dr. David Heber and Dr. Lou ignarro, and part of my job
is to take the complicated science that these gentlemen de in their laboratories and try and make it real user-friendly, so that
distributors can duplicate the message. And we try and do some creative things, but1 want to sort of take a moment to give
you an idea of how the nutrition and suppiement industry has changed.

27 years ago, when cur company was first started, people would give what's the called a testimonial and they still do, And
generally, the testironial went semething like this. It would be like, Hi, Lou, you look fantastic. What have you been doing?
Well, | am taking these great shakes. | do two shakes a day and a healthy meal. 1 have lost weight, | have run 20 marathons and
my energy is going through the roof. And that's It, that's the testimonial,

Well, great, 1want to buy some of that stuff and so the shale is sold. With the explosion of the Internet, with all types of information
being out there, now the pltch is a little different. Now, it goes something like this, Lou, you look great. Wow, you look fantastic,
what are you doing? Oh, Fam taking these great shakes, two shakes a day. My energy is going through the roof.

Great, let me take a look at the shake, Oh, wow, | [notica] this has got soy protein, Is that healthy for me? Wow, soy protein, what
do you know about soy protein? Oh, | was on Google earfier, and § was just looking up seme information on it, and does it help
lower my cholesterol? In fact, it does actually, and you will see a little red heart symbol on here, which ailows, which basically
EDA allows us to say 25 grams a day of cholesterol — 25 grams a day of soy lowers your cholesterol..

So, now the pitch is a little bit different in terms of selling to the customer because the customerisa little more sophlstlcated
So, what we try and do Is take all the science that they create at UCLA, that we are doing research, and we make it very
user-friendly, We try and help the distributors aut with claims and with basic messaging.

Another thing that Dr, Ignarro mentioned, it's nice that we have him on the team, as a Nobel [aureate, ha will endorse the
products with a signature for our heart health line. Dr, Heber developed the ShapeWorks fine. So, a lot of our messaging becomes
very simple because we can Lell them, look, we have the confidence of our Nobel laureate, of our physicians, and our PhDs
around the world endorsing or supporting the products. And so, it becomes a little easier.

One of the things that Dr. Heber mentioned earlier with the universal product messaging set, | have been with the Company
about three years now, one of the first things that Michael and Greg aslked me to dowhen | came into the Company was develop
a universal messaging set so that distributors in the Philippines, distributors in Mexico, and distributors in ftaly say the same
thing about our shake.
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They are not saying, weli, it's going to help me grow in height or it's going to help me run a faster marathon, but you make the
similar claims, which the local regulators and governments will aflow. So, we create -- we created a template, which all the
distributors use, it's basically very easy to use.

It's based on five questions. It's the who, what, when, where, and why of every product. So, what is formula one? What does it
do? Why is it important? And the local regulators in Philippines or the lawyers in Mexice will help massage the messaging for
us. That's basically what | do. F take the science, we sort of make it very user-friendly, so that the distributors can duplicate the
message.

And with that, F wil turn it back over to Steva.

Steve Henig - Herbalife Limited - Chief Scientific Officer

Okay, thanks very much, And so, that wraps our session up, and maybe Rich to move on.

Richard Goudis - Herbalife Limited - CFO

Thank you very much, Steve. In the next couple of minutes, we just want to transition, thank you to the doctors. | hope that
gives you a better perspective, not only from a science, as Steve started the day, right, i starts with ideation, but all the way
through that process how each of the doctors, not only here but also of the NAB play a role whether it's through the ideation -
process, all the way down to how do we teach our distributors, our independent sales force how to seff the products, how to
coach, how to advise. Hope you got a great perspective of that through these four gentlemen.

Now, it's my pleasure to introduce our President and Chief Operating Officer, Greg Probert. Many of you know Greg, many of
you have met him and have spent time with him. Those of you who haven't, Greg is the brainiac who runs the day to day of the
business.

Greg hasatrained finance background, went over to the operations side when he was working for Michael at Buena Vista Home
Video business back in Disney, And about a month or so after Michael joined the Company in 2003, Greg joined. So, it's my
pleasure to introduce my business partner Greg,

Greg Probert - Herbalife Limited - President and COO

Thanks, Rich and good morning, everybody, Good 1o see you. H's always hard to follow those doctors because they are an
impressive group. What I thought | would do today in about 30 minutes is go through our four key strategies of the Company
that you hear me talk about on every quarterly earnings call, and then give you a quick update of each of the seven regions,
the P&L centers that we have, really what's happening currently and some of our ‘08 initiatives for growth in each of those
regions.

So, if you reaily look at - these are our four key initiatives, one is really a major market focus and it's something we talked about
last year when we did our OFG process and that was really to realign the reach of the Company, from low growth markets to
high growth markets, to make sure we are penetrating, and that really -- China is one of our big investments over the past
couple of years.

We have put about ten of miltions of dollars in building infrastructure and hiring employees and faunching products. And it has
been a bright spot this year, and as we said, really one of our bright future growth, and Fwill talk about that in a fittle more detail
when we get into the regicnal presentation.
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One of the other things we are reaily looking at is developing the Eastern Europe stralegy and really penetrating that market.
It's a market where you see a lot of our competitors, direct selling experiencing double and triple digit growth, It's been frankly
an underperformer for Herbalife and we are going to focus very, very heavily on that.

And when Ftalk about EMEA, | will talk a littie bit more about - detail about what we are doing there. Brazil, which is one of our
top four markets in the world, has flattened out a little bit this year. We have talked about why, the transition of DMOs from
more of a recruiting, to more of the balance of three Rs, and we do a lot of focus on Brazil, and as we said in our last earnings
call, we expect that to return to growth late in the second half of 2008,

And then really getting into new markets, | think there is a lot of untapped market around the world, We faunched a test case
in Zambia a few months ago where we went in with three products under a Nutrition Ciub DMO. But basically, no one has really
penetrated Africa, the continent, and there is obviously several hundred million people that need our nutritional products that
couid use the microeconomic business opportunity. So, again, we are nurturing a smail launch in Zambia. This is a test [that's
out] and we wili report back on that in future quarterly earnings calls.

One of the other areas we lock at is getting into new markets. | think David - Dr. Heber mentioned that we are in Vietnam.
David, we are there in spirit, we are there in mind, but we are not quite there yet, and it's going to be one of the markets that
we will focus on opening next year. We are waiting for the regufations in direct selling to stabilize. Well, our hearts and minds
are there,

And David, you are right, there is a lot of people that need our products and we are going to get there as quickly as possible.
Steve and the other doctors talked a lot about our product strategy, really focusing on segmenting the market, and going after
cansumer needs, We really focus on what are the needs out there, So, the mega trends like Michael talked about, obesxty, aging,
population of every country in the world is aging.

Japan is in zero population growth, the U.S. baby boomers are getting past that 50 mark now and past the 60 mark, and in
greater need of our products, So, again, we will focus on market segmentatior, | think | won't go too much into the science,

ou have heard that from all the doctors, it's really a strong, strong focus in this company on the science behind the products.
¥ g pany

And as Steve said, we are doing a lot more clinical, we will be announcing those in the future, we are putting a lot of more R&D

__money into substantiating the science behind that and also more and more affiliations with doctorsandRhDs around the worid
in top institutes,

T I————_—

s TG

Distributor strategy, again, what we contlauously talk about is segmentation of the market in support of DMOs that ga after
market segmentation, So, if you Iookad at ane of the reason that Mexico grew so much was because of Nutrition Ciub DMO
and the ability through that single serving daily purchasing pattern of the product to penetrate the lower socioeconomic
segment of Mexico.

And again..that's.60.millicn people of the-310.miilion that live in Mexico. And before that DMO,-we-couldn't- pengtrate that
market, no one could afford to buy "$200 in a monithly purchase, So, by breaking that down¥into a daily purchase paﬁermwe
were able to penetrate the segment that we have never penetrated before, and that's rea!l?l a lot of the focus,

If you look at our product development, our toolkits, our infrastructure investment, it's really all geared towards supporting
distnbutors, daily.methods of operation in penetrating specific market segments, 5o, Steve talked about in the U.5, the kids

Ime,'zgie?lly going after stay-at-home mom?mho are — have natural Nutsition Clubs or tatking to other moms, they want good
nutrition for their kids.

It's hard to find something after school that — you are a father of three, it's a great product, It's great in the morning, it's great
as an after-school stack, on weekends, So, again, we think that will not only be a great consumer driven product, but also drive
distributor acceptance and penetrate that from a distributor's standpoint and recruiting standpoint as well.
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Building more business tools, so if you lock up here, there is two, BizWorks, which we talk a lot about, that's reaily a distributor
management system. Think of a consumer database. This is for distributors. So, they can look at their downline, they can see
who is performing, who is not, and it really helps them focus their energies and their times to focusing on distributors that are
driving the business and actually probably more importantly, distributors that aren't.

So, they can wake those distributors up and they can talk to them and see why aren't they growing the business. You don't
understand the product, then you need more product training. You don't understand the marketing plan. You don't understand
how to recruit, you don't understand the new DMO, whatever it is, this allows our downiine. And they never really have the
visibitity into their business, and so we launched BizWorks afew years ago and we will continue to enhance that. We wiil roll
out a new version of that, Q2 of next year.

And really, as we talk about the three Rs, we are always focusing on the three Rs, recruiting, retailing, and retention. And
infrastructure, one of the mostimportant things that you will see us spend money on next year is on building the infrastructure
to support the double digit growth in this business. | already talked about Oracle, rolling Oracle out around the world. We need
that for two reasons.

One is because we are growing, we need more robust infrastructure and two, we need better ability to data mine and get
visibility into our business. [t's something that Mike and | are continuously asking Rich in the finance and the analyst side his
visibility into our business. So again, that investment is growth driven and to increase visibility. And it's something Michael
tajked about, our ethics hotline, adverse events on our products, hotline is there, and worldwide EBP.

As Michael said, the purpose of that is really to ensure compliance with regulations and faws, make sure our distributors are
making correct product claims, correct business opportunity claims, and that is really to ensure that cur growth is based on a
solid foundation of retailing, product consumption, and ethical business practice, It's great grow, but more iImportant to grow
on a solid foundation.

Now, let's talk a little bit about each of the regions. So, North America has - let me explain these four slides, see they are in your
decks. Cne s just three year trends on volume points -- total yolume pelints and percent growth year-over-year. The '07 number
is abviously only nine months. So, even though we are growing, it looks smaller than '06, Same thing for new supervisors, one

of the fead indicators of this business.

] e
P ]

=

5{ 5 Growth is our ability to attract new distributors into the business and to retain existing distributors. So, one of the things that

we release 1o the Street every quarter is the number of new people coming into the business. And then, the second mast
important thing is keeping those people in the business,

reiyst bringing them in, they are going out, it's a harster on a wheel. So, we really are focused on retention, Sg,if vou_

Iook inthe US, froma m.a.souple o@g@@@g&w@ﬂﬁgﬂvﬁgﬁaﬁm@nﬁmoo baswgpsnts of improvement, THat's huge Ifyou ’;bmkabout
‘how many distributors we have in the U. S.. we are going to keep 5% more of those every year. WE

That's a lot fewer that we have to bring into the business. Cauple that with strong supervisor growth and that's the reason U.S,
business uitimately has turned around. If you remember, when Michael come to the Company, the U.S. business was going
through a double digit decline. Four years later, we are in double digit growth.

One of the new things, the distributor order stratification is something that we started disclosing fast quarter on our quarterly
call. With an attempt to take our distributor base, and that's the distributors that are below supervisor level, and stratify them
by what we considered discount buyers, so think of Costco in the U.S, where you just -- you pay a fee, come in, and you get a
discount from 25% to 42% on your product depending on the amount of purchase.
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And so, we stratify this by discount level, which really tells you, for instance, you comein and you just give me a 25% discount,
you are buying product, you are a Costco buyer. As you go up and you get more volume and the order size gets bigger, you
are probably starting to build a retail business, and you are already - probably working towards becoming a supervisor. —
So, we did it and really stratified this into three groups, The left is what we cail discaunt, middle is the small retailers, and the }
right side is people that are really starting to build the business and moving up there, supervisor. And what you see in the U.5. H
is obviously very strong consumption of the product and see a fot of the distributors are being brought in, they are buying at /

discount and they are consuming the product, and they are reordering. And this is - the average order is $100 or less, so these Z

are — peopie are just consuming the prody - and-evey.
_are — people are just consuming the productover .

27 years in U.S., our oldast market, when distibutors or everyone asks us about, well, when do you mature the business? This
is obviously our first market, our oldest market, 27 years old, and our fastest — it's ene of our fastest growing markets in the
world. So, we are still very underpenetrated. If you look in terms of per capita consumption, we are under two volume paints
per capita in the U.S. compared to six in Mexico, and over eight in Taiwan.

S0, again, we fee} that we have a lot of geographic and demagraphic expansion available in the U Five straight quarters of
20% growthwgff\st{ong performance, driven largely by our Latine business, The Latino business is now about 61%
of the U.S. bysffhess, 46% up. } : -

[
So, again what you are seeing is lot of the business, DMOs like Nutrition Clubs, and central ciubs, | think some of you saw this
morning that come from —that come from Mexico and being embraced all over the U5, and those are not only in Latino growth,
we are seeing a lot of the Anglo distributors are also doing Nutrition Clubs now, St. Louis, back in New jersey, all over the U.S.

So again, we think that will - it's a little bit behind the Anglo groups. So, we expact that to drive the non - the Anglo group and
non-Latino segment of the market. Cne of the most important things that we are going to be doing in the U.S. market, we
actually done it two waeks ago is we are going to bifurcate the P&L responsibitity for the U.5.

And what that means is we are now going to have a P&L head for Latino business and we are in the process of recruiting that
persoh, and we are going to have a P& head for the non-Latina-business. And the reason we are doing that is they are very
ditferent businesses, different DMOs, different cansumers, different distributors, obviously different language, different tool
kits, different matrketing. i :

And so, what we want is really an experienced Latine business person to bring in a VP ta run that business, reporting to Tom
Zimmerin the back, raise your hand, Tom who runs all of our North American markets for us, U.S., Canada, Jamaica, and Dominican
Republic,

The non.Latine business in the U 5. is being driven primarily by the lead - internet lead capture systerm and we also couple that
with sampling. That's been very, very effective in running media, drjving people to the wehbsite, giving them either a business
or a product opporiunity Tallowing up with sampling.

And the very — and the good thing is not only it's driving recruiting, hut we are seeing very strong retention in that DMO and y
that's a PMO that's actuaily being moved out around the world now, and it has been - if you lock in Spain and France, the
growing markets, the higgest and fastest growing check in both those counties are through this DMO. g }

So,again as Michael said, part of the corporate's job is to go around the weorld and talke these best practices and let distributors Ww&
know, are them with information, and then they will take the DMOs, they will cultivate it, and then launch itin their local markets.

dg‘?}fé o 4

Next — so what do we do next year in the U.5.7 1 taiked about bifurcating it. On promotians, we will continue --one of the hig
things, markets that we are going to penetrate next year is the college market. We thirk college market is great from a product
apportunity.
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I think a lot of college kids would be interested in weight foss and certainly in energy, certainly in the fitness line and target
nutrition, and also | think for the business opportunity, 1 think it's something that they can do part time sefling in their doar.
They can do over the summer. Instead of an internship, perhaps they want to go out and become an Herbalife distributor. We
have second and third generatiens,

One of our top grossing check in the U.S,, her daughter is a graduate of USC, she just elacted to go into the business and is now
moving up to and be a cradit team pretiy soon. Se, again, we think this is a group thapﬁgggg attack, ye have very low penetration
and we think we hava the right products and the right business opportunities to go after tat. 50, very strong segment that we

@% | hope to penetrate next year.
T
tn terms of products, we wilf just continue, | am going to - you can read these on your deck. 1 think probably one of the most
interesting is the digestive line is right now we are really going to rationalize that line and bring it together, | think improve the
products and really make it more of a line as opposed to right now, we have about four or five SKUs in there.

And we really want to-- again, if you look at what we are doing is we are trying ta create programs as opposed to just SKUs. So,
we have ShapeWorks, which Is a weight loss program, we have Lou's signature line, which is really a heart health program, and
this will reafly go into digestive health,

Brand, continue to go after Galaxy deal. We have several - this is our second year in the Galaxy deal. As Michael said, this is

.really a global deal. We just had a Chairman's Club called the other day, and they are very excited in Australia because they just
played a match down there in Sydney and Beckham was very prominent, and this is great for our distributors, So again, the
value of this deal is not only in the U.5. business, but internationally, it has a - not only broadcast internationally, but the Galaxy
are going to use — utilize Becldram to go do a lot of test matches around the world,

One of the other things we will be locking atin the US, is in order to penetrate the Latino market and support it, it's to a certain
extent a cash and carry business, much like Mexico. So, you are looking at putting sales centers, service — sort of big pickup
centers around the U.S, So currently, we have pickup centers in our LA DC, in Dallas, in Phoenix, and in Memphis of our DC.

We are looking at some of the other farge Latine markets, Northern California, probably work at Chicago and probably work in
Miarni and New York area. And as we do these, we think it wili help support that DMO and help it grow. And it's a drag on P&L
‘because we basically charge to pick up the sort of [at least] self liquidating. So, again it's a great way to increase distributor
service, allow that cash and carry business to come in and support our fastest growing DMO.

Okay, Mexico, number two market in the world, pretty much nack and neck, | think we talked a lot about Mexico in the past
earnings cail, If you remember in January, we talked about Mexico going down, We had a sort of four point action plan to get
Mexica back. That pian has basically been implemented. We fee! very comfortable at our business in Mexico stabilize if you
remember. Prabably one of that plan was build additional infrastructure. That market has tripled over three years.

We basically got behind the market growth and didn't keep up with it, so we had to build more infrastructure. The good news
is, if yout look at the markets where we did build that infrastructure, our business is growing. So, it was a good idea, { think it was
right analysis. And 40 -- if you lock at where those centers are, the business is growing 47%. ’

Now, some of that Is taking business away from the other farger DCs who we think were servicing the business, Where we have
lost the business is in prirarily in the federal district in Mexico City, where we talked about we had some compliance issues,

50, the second point of the Mexico plan was go out and improve compliance through two things, One is doing a field audit and
getting our leadership audit their own club and more importantly through training, training on ethics and training on how to
run a club, If you think about it, pecple were opening clubs at a tremendous rate, and they weren't learning the business, they
weren't going to [Herbaiife].

www.streetevents.com Contact Us

© 2007 Thomson Finandal. Republished with permission. No part of this publication may be reproduced or transmitted in any form or by any means without the
prior written consent of Thomson Financial,



FINAL TRANSCRIPT

| Nev. 28,2007 / 1:00PM, HLF - HERBALIFE LTD Analyst Meeting

So, part of this was really get them to go out and train — retrain their downlines, What they did, what are they doing now, you
can't do 12 things at once, is they stopped cpening new clubs, and that was a conscious decision to stabilize existing business.
And we figured that we lost about 10% of our clubs, it's not complaint clubs, people who didn't want to be in the business.

We went fram 55 million, 56 million volume points, so of stabitized in the high 40 mitlion, and we have been stable as reported
last earnings call. And now, we think we have service centers in place, the infrastructure in place, the training has been done,
there is compliance, we will continue to do the compliance audits, we are seeing a higher level of compliance, substantially
higher in all those areas.

And now we think it's ime for our distributors to go back and focus on opening additional clubs and doing it the right way. |
think it's a good lesson learned in our distributar and corporate side of the Company in the sense that high growth is great, but
stable growth is better, and | think what we have done now is stabilize the business and create the plateau for the next growth.

And we think we are very, very strong. We did the Mexico extravaganza, another record in terms of attendance and we think
coming out of that September extravaganza, we have very strong momentum.

in October, we had volume points up sequentially 6% over September and 1DTs, which is the starter kits and it's a good
measurement of lot of the clubs, you are buying a starter kit, you are probably epening a club or you are at least recruiting a
distributor, they are up 21% sequentially. So, again, we think we see early signs in the metrics of returning to growth in Mexico.

Where are we doing next year? Promotions, one of the big promotions that we launched is really sort of a ten promotion. What
we want to do is get ten volume points for penetration per capita in each of the districts of Mexico, and [ think as we reported
the federal district was the highest penetratad at 20 volume points, on average across the country it's about six. We do about
{600 million] volume points with the population of 118 million people, We want to get that up to ten.

We are doing a qualification based on incremental volume. So, again we are selling by distributorship by region. if we get up
fo that ten points, then we wilt reward that through meney and recognition and premotional items, 5o again, we think we have
the infrastructure to do that, we think we have got the training to do that, and now we are putting some financial money in
promotion behind that -- behind those efforts, Everything in Mexico at this pointis focused on opening new cjubs and penetrating
the regions where we have below six and ten penetration. -
Product, We are going to launch Kickoff, which is the — some of you here (inaudible}. Okay. Kickoff which is our version of Liftoff
for Mexico, so we will be faunching that. it's a Furopean fosmula and so we are launching that very - next year and very excited.
This is one of the praducts that the Mexican leadership has been asking for.

They think it wili serve well in Nutrition Clubs. They go into the Nutrition Club as ancther type of energy drink and it is also a
good takeaway product. As you knaw, (inaudible), they do the Formuta 1 Shake and they do Aloe, and we think this couid be
incorporated as the fourth SKU and especially as a takeaway SKU in Nutrition Clubs,

Single serving Formula 1, again a product launch around the DMO. One of the big request Is, can I buy single serving that — it
uses my second meal away from Nutrition Clubs? So, they don't necessarily corne back and a lot of people don't come back
twice a day, but for launch or maybe dinner, they want a second serving. They den't want to buy a big, they can — it's too
expensive,

So, we will be launching as the sachets, single serving to Formula 1 that the clubs can then sell as a takeaway item. We think
that — and then what we call sort of must carried H30 and the Kid's Shake. And again, we think the Kid's Shake in the clubs can
be very — because you have been at the clubs, and were there kids in the clubin this morning? Young children?
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And in Mexico, there are lots of Kids in the clubs and we want themn on the children's preduct, So again, we want to take that
down in the Mexico, And then geographic expansion, basically what we talked about is keep data infrastructure build and roll
our worl out. So to Brazil, our number three number currently, Taiwan and Brazil, go back and forth every month, Yes, a little
bit of an issue in Brazil. The reason, as we talked about, is Brazil is in a transition period.

They are moving from a high recruit country that — if you look at retention rates, it's one of the Jowest retention rates anywhere
in the world. And what we want to do is work with leadership and get them into more of a retailing business and more of a
retention business and including DMOs, and then we are doing that primarily through two areas,

One is focusing on DMOs that have high retailing and high retenticn such as central clubs, which will work there a lot betier
than [in-home] clubs. The Brazilians are not in favor too much of the in-home clubs and they like the central clubs,

I think you saw one this morning, what they cali commercial club here in the U.S,, and so that's starting to roli out. If you ook
at people, the leadership and organizatior%:ave moved over {o that business, they are growing. { think they grew by 6% over
the last year. So, that DMO is taking [currently]. The issue is more and more distributors have to, except that DMO and moving
that DMO.

Other DMOs are working and it will continue to work. Traditional business is very strong. So, in order to support that, what we
are doing is working on new product launches that are very specific to the market and on pricing issues. In Brazil, most of the
direct seliing is in auter care, | think it's ten times bigger than the direct selling business of nutrition.

And we had our NouriFusion fine and we have our traditional lines, but what we did is that we recently launched we call the
Soft Green line, And this is the line that is lower price, it's very competitive with some of our other direct selling companies. We
launched initially - this is a hand soap, we are doing body wash, we are doing the bath oil.

So, basically every day #tems, much lower price, preduced locally, faster to market and we are l[aunching three additional SKUs
next week, We are down in -- [Mike commented] on the Brazil extravaganza, we have about 12,000 people. And we think this
is a great way to penetrate the C and D classes in Brazil. So you will see us do a lot more of that, not only in Brazil, but arcund
the world. And actually, right now, we are looking at taking this from Brazil into some of the other Eastern European markets,
where again, our lower price product to compete with some of our competitors is very, very important. '

" Some of the other — certain things we are doing in Brazil is, like [ said, really focusing on DMOs. We did -- we did a price decrease
in October on our outer care fines, and we didn't do on our nutrition part, we really did outer care to compete with some of the
other major outer care companies in Brazil, and we will be reporting that next week.

We will probably report on the effect of that in our earnings calls, but early indications are good, that is having an effect -
positive effect, our ability to better penetrate and build our retail business. So, again, those are the things you will see us continue
1o do, local product deveiopment, DMO support and also supporting with price adjustments, And that - well, it was reaily driven
by the abifity of the local currency and we could do that without taking a huge bottom; line shift.

Okay, let's move over to EMEA. Again, EMEA has not had -~ it's had about three years of slight decline as a region, it's a very
complex region made up of 34 different discrete markets, some are going up. There is probably two biggest drags we have had
on growth, Germany and Netherlands. So, we ara starting to see those stabilize and bringing, get those out of the red.
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I think EMEA will return to growth, But there are a lot of bright spots, tike | said. ltaly, 12% up; Spain, 26% up; Portugal, 15% up.
And probably one of the most encouraging thing is we are starting to see Russia grow. Russia is now 17% up. 50, 1 think if we
can get seven of the markets that have been declining at least back to being flat, as you are going to see EMEA retumn to growth,

[ think what we said in last earnings cali is that we expect EMEA to be back to growth by the middle of next year.

Lot of that | think will depend on getting no - new DMOs over to Europe. So again, our Nutrition Clubs and central clubs are
starting to take up fast. Germany, there is a lot of focus on that, Netherlands, focused on that, bringing over the wellness -

evaluation that will start actually in France, moving that around the different markets.

We have a lot of successful DMOs, the big, big push in Europe to make sure all the markets are doing. And like I said earlier, the

sampling and Internet DMO from the U.S. is being successfully implemented in both Spain and Italy to-date and we will move

" out to other m Kets, s
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Pricing. We will do selective price increases in several countries next year. That's something that we regularly do to take our
prices up to make sure that. As the market will allow us, we wili do that. So, [ think you will see some of that [sefectively]

throughout the year,

Product where Steve's group is working on H30 type of products and isotonic drink product, and also sample packs, we are
launching those to support the sampling DMO. One of the others things we are doing in Europe is we are redoing our BPs, our
distributor starter kits, we are adjusting price, and more importantly, we are repackaging the contents of those to match the

way the countries are doing business.

So, if you may remember Mexico, we changed the IBP (inaudible) Nutrition Club starter kit because it really matched the way
we are doing the husiness. So, we will be rolling that out in Furope, and along with our better distributor toolkits in there In

terms of support material like DVDs and product brochures.

/

And in terms of promotion, | think we talked about Eastern Europe. We just recently hired a Vice President of Central Furope.
She covers Poland, Hungary, Czech-Stovakia Republics and the Balkan, (inaudible) states. And somecne came from ancther
direci selling company, basically our top competitor in those markets, we are able {inaudibie} and work for us. And she will be
developing the very aggressive Eastern European penetration, Central and Eastern European penetration plan andalso working

with us on maintaining growth in Russia, like | said up 17%.,

If we go to South America, again, run be Rob Levy, who Michael introduced earlier; really, really strong bright -- 1 am going to
break this apart for you in terms of South America and Southeast Asia because the top fine is - South America is our fastest

growing regicn, which is on fire right now. Southeast Asia is a fittle bit behind that.

So, the way we characterize is it is South America is growing based on (inaudible) several years ago. Quarter of Rob's job over
the past year and half has been to take a lot of those ideas and move them over to Southeast Asia. So that, he has taken a lot

of leadership from South America, Venezuela, Argentina, from Chile and moved that over into India and Indonesia.

And we just had a big event in Malaysia a couple of weeks ago. And take those ideas and probably equally important is taking
enthusiasm, the positive energy, and the fact that the business can grow, One of the toughest things as a distributor is when
your business is fiat, you think everyone's business is flat and you think you can't - you can't make money, you can't find

customers, you can't recruit,

So, ail it helps is to bring distributors from another part of the world, maybe you have a fresh idea, have enthusiasm, have anew
idea for you how to penetrate the market. And we expect that over - -a way that we will see those Southeast market start to
grow like South America,
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What are we doing? One of the things that we are doing is we are going to test the customer initiative in Argentina. One other
things that we really want to do is te increase visibility into and consumption to products, it takes some of those discount buyers,
right. So, we think like in last quarter, we said about of the 1.7 million distributors, about 1 million of those we think are discount

buyers,

e

They buy less than a $100 per order, and then this year -- for the discount. They are coming now to business, thay are not
“business builders, they are customers, they are discount purchasers, We want more visibility in that, we want them to be able

to order directly from the Company.

———

. We are going to take that Infrastructure off the back of our distributors so they can focus on what they do really well, which is

R

to bring new people into business, managing.their customers, training on the products, thase type of things. So, what we are
going tois we are going to test this in a small pifot test in Argentina, the leadership in Argenting, that is very, very behind this,
because they don't want to do.

}E-You know what, if you can auto ship to my customer, you can collect the money, you can give me back my commission, they
are fine with that, and we will charge some type of admin fee for doing that, but that's really -- we are not doing it for that, we
are really doing it to have visibility and so we can do CRM, we can look at what people are buying, we can look the effective
promotions on the customers. ;\l
And so, again, we are very into trying to bring visibility analytics metrics into the business. And Fthink it's -- this is going to be
a very exciting product -- project and we anticipate that in the first half of next year.

Products, again, sample sizes, we do now ovey the world to support the sampling DMO, Formula 1 flavor extensions, again this
is— basicline extension and it's a sefective market, sort of the must carry, So it will bring out, if we don't have Liftoff or NouriFusion,
we will continue to roil those out in those products.

In terms of geographic expansion, like we tatked about Ecuador, we will be opening next year, we befieve a big market. Vietnam,
we will open when the regulations, quite -- it maybe '09, but wa will do a ot of the work on that.

And then also !Egjgipg at country mode| conversions, ane thing that we talked about in our past earnings calls is looking that,
it's part of thejOFG, }t's looking at the way we run businasses, and we really have import models where we pay a third partgo

impori, service {;m?stributors and we have full subsidiaries. So, again, what we are doing is, do we have the right model in
“ederiarket We aré pUtting the infrastructure investment it the high potential markets,

North Asia, so thisis Japan and Korea, Greatrun in Korea; Japan is - is a tough market as it is for all direct seffing. The good news
is it is the second largest direct selling market in the world. The bad news is it's shrinking. But we think we can steal market
share, We don't have a lot of market share, We had market share at one point, we lost it. Our primary issue is we had a lot of, if
you look at retailing in this, look at the distributor stratification, we have a lot of distributors are product users, but they are not
building businesses, i

You would expect to see the far right hand slide there, it's more peoplé having bigger orders that are moving up to supervisors,
you are not seeing that, 50, ot of our focus is on recruiting distributors into the business. We need to bring in more distributors,
And we are starting to see some -- actually some leverage on that,

We are starting to see actually some sequential increase in new supervisors in Japan for the first time in three or four years. So,
some of the efforts that we are doing are starting to pay off. And Korea has been a good market for us, itis still a very strong
market.
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In terms of what we are deing, leadership development, one of the things we have o do in Japan is develop new leadership.
Qur press team is our oldest, average press team inthe world and we need to bring.in. it's a lot e folks that has been on

bmldmg theTget] team and m%ddle team And [takmg them not to] press team, we have an end step forward and itis very tough

CT——

In a culture like Japan to get-- the mid managers to step up and become the top managers is a very tough team culture. So,
we have been working on that for a coupie of years, But what we are starting to see is we are starting to see people in that part
of the marketing plan actually move up the marketing plan and take more and more control. And so, we are doing things like
middle team retreats or future press team retreats and really focusing on the skills you need, the leadership skills you need and
to move up the press team,

And Nutrition Clubs, one of the other big things we are doing in Japan is focusing on bringing the Nutrition Club concept there.
We just took a lot af our Japan leadership down to Taiwan and introduced them to the central club concept that is working
very, very well in Taiwan where pecple are trading the central club and people coming on the way to work, [i's not a lot like the
in-home club.

It tends to be actually peopie are working and so we think that idea worked very weli in Japan because again you have to have
heavy concentrations of people moving in and out of the city and if you can put up a club and have them to come in for haif
an hour or something on their way to work or doing a (inaudible) after work to have a shake and a tea we think that's something
that can wark very well, So again, we are taking that Taiwan idea and to exposing it to our Japan leadership and so far they like
it and they think it is something that that will work,

Our product, Tri - you see Japan is also a country where — and Korea where the local product is very, very important. Sowe are
loaking at a lot of local products. So, you will see things like the Active I-Drink which 15 a tonic, probably know it is very, very
big in Japan, We have a triple health drink.

We are going to be bringing these out in larger sizes, drive down the cost for the consumer. We have a lighting (inaudible) is
one of the biggest selling items in all of Asia. So, again, really focking was Steve's group at developing local products that fits
either consumer pattern or DMOs of our distributors.

This is Korea, there is the Graen Tea, product taking over (inaudible} actives out of Green Tea and putting it into a tap. 5o, again
a very, very big seller and antioxidants are huge, all over the world but especially in Asia and Japan. Branding, like you have
sean a lot of tape on the TORAY Pan Tennis Tournament of the singte largest women's force in tennis, it's [right after] the
Australian, so a lot of the women would come up and play in, and we have tremendous exposure, we have booster, we see
thousands and thousands of customers and explosion to our brand. I think that's it for North Asia.

And finally Greater China. Remember, this is Taiwan, Hong Keng and Mainjand China altogether. We don't break cut the
distribusior patterns because there are two types of distributors obviously in China. We don't have supervisors, we haveemployees
and we run employee retail model in Taiwan.

Se, since we don't break those out, it's a sort of meaningless number to give you, What you will see is obviousty very strong
(inaudibte) Taiwan, again driven to — by traditional business, also by really strong penetration of those central clubs | was tajking
about, and a very strong new supervisor growth.

So that's — in terms of China, continues to be a good opportunity for us. 1 think as we said in the last call, we have 90 refail.
_locations open thraughout China, where we have focused those in the one of the provinces that we are licensed in, but also
into Northeast China, which is really the hot bed of direct seliing in China, But we do have stores in every province now. In China,

and we will continue to open those in March.
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As you know, we received our direct selling license in two cites, which was Nanjing and Suzhou. In June, we got our license in
prior province of Jiangsu, which is where our headquarters or actually manufacturing plant is located. Just to give you a number,
that province alone has 80 million people in it, it's almost the size of Mexico, we are licensed there.

We are currently in the process of being licensed in five additional provinces. We are not going to disclose those for competiti\\.re
purposes, but we think that we will get notification probably or hopefully before Chinese New Year of next year. So probably
in the next 90 days, we expect to hear. And with those five — those six provinces, we will have about a 350 million people will
be in our licensed province,

So, the licenses really do three things. One, it will (inaudibie) good housekeeping field approval. It says that you are a legitimate
company, we look at your marketing plan, we look at your business practices, we visit at your offices, we looked at your product,
we [ooked at everything in your business and the government approves it,

50, they have looked at the way - it's a long, long process and that's why it takes so long, but it's a good process, which | think .
what it telis you that companies that get license, approval from the government that they are doing everything the right way.
And | think the other thing it does it really builds confidence in the company with cur distributors, with our customers, with
our employees.

They say if you license, then the government has looked at you, you are a legitimate direct selfing company. And as you know,
thereis just not many companies that have been licensed in China yet. So | think, we think it is a competitive advantage to have
an early license and we are very happy and our business is doing very well.

Interms of what we are going to continue to do, Fafready talked about that. We are in for five licenses now, we will go foranother
five next year. That will get us up to 11 provinces. Products continue to take out. Tri-Shieid, which is one of our heart healthy
products. PPP, which again will help increase the protein levels and tailor that in China. And then one of the things that we are
really getting into is Cordyceps, it is a traditional Chinese madicine product.

And that is a huge category in China. We have stayed out of it before because we really want to license and get our toward a
core product fine in there, in weight loss and some of our target nutrition, And now what Steve selis in the local team, we are
really looking at going into their traditional Chinese medicines that - they have good science behind them that have — Steve
is adamant about this —- we are not going to launch it unless-we have a great science behind it. So, this is something we are
looking at that we hopeful will be able to launch and put our toe into that TCM, Traditional Chinese Medicine market.

Branding. We spent a lot of money in branding in China, We have done biliboard advertising -- advertisements. So, those big
electronic billboards you see sort of Times Square, we do this in ail other major cities. We are trying to build awareness of the
Company. Herbalife — there is no one direct company --- selling companies aren't that well known in China.

And so, we are trying to build -- again, this is validating, the Company validating our brand, and validating that we are legitimate
Company. It can afford to spend money and it can afford to build consumer awareness. And again, because we are a retail,
employee-based made}, it's very important to build consumer imprassions and bulld awareness of your brand, We will be
leoking at sponsorships in China next year.

Think along the lines of TORAY Tennis Tournament or the Galaxy deal, we are looking at opportunities again to get our name
exposed and associate with a healthy active lifestyie. So, we will be locking at sports sponsorship much as we have done in the
U.5. And | think now we have some private sponsorship in over 35 markets around the waorld.,

And then geographic expansion. As we continue to get license, we will continue to open up stores, we are focused on those
areas, We are licensed and [over] where the business is very strong. We are in the process of putting together our 08 real estate
expansion project and really looking at taking a fresh look after a couple of years being in the market and where do we really
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want to build stores, and then more importantly what type of stores you want to build. We did generally have two to three
types of stores.

Now, we have flagship stores, it's really the statesman doors that really build the brand, They are huge, we have what we call
sort ofthe many of the standard size stores and then we have also sky stores, which are really small pickup centers where there
are not so much for training or whatever they really to pick up new product and we are looking at which one of those types of
stores so we can either expand and also looking at cities where we are not, right. We don't have an office store in Shanghai.
There is lots of major cities where we don't have stores. Again, we will continue to do that and expand that,

And so, that's my presentation, Thank you for your time. And 1 will turn it back over to Rich,

Richard Goudis - Herbalife Limited - CFO

Thank you, Greg. Over (inaudible}, less than an hour away from finishing up. So, F appreciate you being patient, and we will try
to conclude may be a little bit early, What we like to do in those closing hours, | would like to wall you through the financials,
give you a little bit better of an insight so you can refine your models a little bit in the areas of top line growth, which you got
a lot of content today so far from Michael, Greg and the doctors.

So more importantly, start to lock at the margins, all right. So, one of the goals we have and ene of Michael's primary goals is
1o have the best operating margin in this direct selling industry, and then talk a fittle bit about cur capital structure and how —
what we are doing and how we are optimizing our capital structure, taking all our great cash flow returns and trying to increase
those returns to investors, And then, we will conclude with an open Q&A period with some closing remarks by Michael. So,
brace yourself. ' l ‘

Lat's start with the top line growth, You can see (inaudible) ecanomic trends. A ot of the questions we have received over the
|ast four or five months as the U.5. economy has slowed down with subprime loans issues, et cetera, et cetera and a lot of the
other companies you may have invested in. You esier this 10 year pértod from this chart at the left, the only year that
we did not have growth was the year that the foﬁder of the Company passed away.

¥

And in this Company, being the founder, an emotional Company, that had an adverse effect on the Company. The Company
was also put up for sale that year. And as Michael mentioned earlier, management and distributors, there is a state of lack maybe
of confidence or uncertainty in the future of the Company. So, that was in that, you see the strong single ar double digit growth
and with the arrival of Michael on the management team, you can see the growth rate actually accelerated in '05, '06 and '07
is the range of estimates that are out there, (inaudibie) model, the {disuiphide] models,

This business medel of direct selling converts very nicely down to -- into free cash flow. | think that's one of the quality aspects
of this Company, an indicator in this industry as well, but the quality indicator of our Company. And you have seen that, the
growth in cash flow has mirrored that strong growth over the recent years in the top line, So, {inaudible) but why?

Net sales growth over the last seven quarters on the left side of this chart, double digit growth, topping double digit growth;
'06 was a story of very strong double and triple digit growth in Mexico; the latter half of '06 saw the double digit growth in our
oldest market, the U.5.A., and the last five quarters, as Greg mentioned, we have been anniversarying 20% growth, or had 20%
plus growth in the .5, the last quarter anniversarying 25% plus growth and growing 20% on top of that in our oldest market,

Ontha right hand side, operating income expansion. Our goal, Michael's stated goals to the investment community is a 50 basis
pointimprovement a year. Last year in '06 with a very heavy investment in China,  think we got about 30 basis points, This year,
if you look at analysts models, we are tracking somewhere, maybe up 75 to 80 plus basis point. So, we should be able to recoup
the 20 so basis points we didn't get last year, plus the 50 this year. So, as we look back over the iast two years, we can see that
we each have about a 100 basis points of operating margin improvement.
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Let's take a moment and walk through this slide, this really will help you better understand where the leverage is in our model
and how we prioritize our initiative to try to improve and to get the very best aut of our model. So, on the very far left, in the
red is our net sales, That's what we physically report on a quarterly basis and annual.

On top of that is the distributor allowances, This is the 50% of every retail dollar payout to distributors. Part of thatis cash asa

true commission. Most of it is unrealized profit that they are making when they deposit and lock it up. And then on the top is
handiing and freight.

Let's focus first on this very large available component of the model. | mean this is one of the attractive aspects of our business
that's one, we don't nead a lot of capital investment in the business and the modal is very variable, the real driver here is top
fine growth, focus on top line growth. 36% of our business is variable as it relates to payouts to our supervisors, whao are eligible
to receive royalty payouts and Mike will walk you through those three compeonents.

21% approximately is our product cost, about 16% is what we would say overall from a (inaudible) standpoint is distributor
facing. That's everything from some of the branding and promotion activities that Greg walked you through to the people that
you may meet later on in our call center, in our warehouses to packing and shipping or anything distributor facing.

What we try to do is, we think of our business, when we budgei our business, we think of long-term strategically, these are the
types of areas most specifically distributor facing and the royaities, that essentially we want those to vary with sales. Royaities
from the standpoint that means checks go up, increase the very incentive and engage distributor leadership.

And the distributor facing, we believe that that's one of the areas involved, it's very discretionary to us and we have a lot of
controls over that, but that's {inaudible} that Greg and Michael use to stimulate the business. So, we want that to grow if you
think of a long-term budgeting, annual budgeting, we want that to grow at the rate of sales,

it doesn't necessarily have to, but we believe that there is a very strong return on investment. And then, product cost is an area
that this Company has not been -- supply chain is — we would never walk around the hall and say supply chain is a center of
excellence for Herbalife, yes. Yesterday, | think that started to change with the arrival of our new senior Vice President of
Operation.

We will introduce you ta Shankar that is sitting in the back row, later on and during funch, got a tremendous giobal executive
with experience at companies filke Sandoz and Roche both in Germany and in Switzerland. As we think that's going o be the
leadership that we need to better leverage 21% of our business. 1 think it's geing to go in three steps if you think about it,

First, we want to betier optimize the'supply chain today. Many of you know that in 2000 and with prior, there is effectively a
captive manufacturing organization that supported all of Herbalife, With the passing of Mark Hughes, that broke apart, Today
we would probably tell you, we probably do too much business and it's too broad with people.

5o, first that is we want to do more business with the best suppliers in the world and that's a process from a quaiity, from an
R&D, from a manufacturing standpoint that come together to make that down selection if you look and we think there is value
there, reat value.

The secand is we want to lock at on a geographic basis. If you think about &, we source today. We are pretty well hedged, most
--all of our manufacturing in Europe supports al of our sales in Furope, but we made that decision to outsource to Furope when
$0.88 was probably a euro. Today, $1.14 or so about a euro.

So,there might be opportunity to bring some of that production back, give more business to people here, still absorb the freight
and duties going back the other way and still have landed savings. And | don't think coliectively, we think the dollar is going to
strengthen that quickly over the next say three to five years, And then lastly, we believe at the right ime, we need to get a little
more verticat in our manufacturing.
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We think from an R&D, protect cur secrets, pratect our science and you see that, especially as we start to do more clinical, to
protect and ensure our guality, whether those of the new GMP that you may have read here in the U.S., but more importantly
things like non-GMQ and understanding the origin of the ingredients of our product. Controlling the quality of our product
always in the manufaciuring process will be a competitive advantage for us.

And then lastly, they should optimize that and to ensure, as Michael said earlier, the confidence that 1 am sure that we have the
very best product, So, we think those are the three steps that you will see us journey on over the next three to five years when
you think about our long terms strategic plan.

Now (inaudible) 18%. 129 of that is exactly fixed overhead-that's everything from ouimﬂgjigg,_nur %wes,ﬁmm amanagement
team to insurance, travel and entertainment, FAS123 R, stock option expense, et cetera. lt's all contained on overhead fees. We
beliave tmhen we budget and we Think fong term, that's kind of a real GDP growth kind of elerment of our business, 5o, we
can contain that to real GDP growth.

We think that's whal we get some natural leverage in our business. And especially, if our growth rate goes from, let's say, high
singte digits to dauble digits, even more leveraged. Our tax rate 5%, our interest about 19 leaving a net profit of about 9%.

Talk aboul tax rate in a little bit because as you know, that has been area that we focus our tax planning to reflect the global
structure of aur business and the fact that 80% of our sales and profits are derived outside the US. gives us some unigue
opportunity from the planning standpoint that helps drive down an effective tax rate.

Let's take a look cost. We talked about — | just talked about it a little bit, but over the last couple of years, ‘05 and '06, it was
pretty flat. This year especially in the first half of the year, the benefit that we saw on top line growth from an FX standpoint, we
saw a littie bit of a hit because again, we sourced about a third of our business in Europe. It's been -- it improved in the third
quarter.

Some people have asked, can we expect to see that as we look inta the fourth quarter and | think that was effectively contained
in our guidance, the answer is yes. As we fook at what's out there in the financial community, say from the sell-side analyst, the
range for next year is something batween 20,1 and 20.8.

So, well, that's a 70 basis points range. We believe that that's probably reflective of where we think we can be, taking on the
opportunities that | just mentioned about optimizing the supply chain and also some of the risks, so costs are going up. Resin
product costs are going up, butwe still think again, because we have not leveraged and not optimized this aspect of our business.
We think there is probably more opportunity than risks, both in the near term and definitely in the long term.

SGRA improvement. This is an area where most of our leverage has come from over the last couple of years, improving and we
kind of stratify this too again, because our China business — our China business bills if you will, our sale employees and they run
— their costs run through SG&A, We try to show you the normatized line if you will, excluding China and also —and as reported
basis including China with competition in SG&A. i

In both cases you see the leverage. You see more leverage obviously without China in the business, and you see that the range
for next year, somewhere between 36 to 60 basis points is the estimate of where the Street thinks we wili be showing, all right,
but both — showing some level of improvement from flat to 30 to 50 basis poinis improvement.

And I think again, if you run back to your model, some of the just thoughts about how we think about what's big, what's really
variable, what's discretionary, what do we try to hold it at GDP level and then, | think that will give you a better sense of where
we think the operating margin improvement can be,

I think over the next three to five years, mare of our margin improvement will inittally come from further SG&A. Leverage, Greg
talked to you abeut that by Jooking at the business madel, trying to convert some of those smaller markets to importer models,
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taking those very pracious dollars and investing those into highar ROE type of investment, prlmarl!y Eastern Europe, Asia where
we think we get a better return on invested dollars,

One of the things that creates a little bit of lumpiness and because we don't give a long-term quarterly guidance, we thought
this chart might help you better understand some of the variable expenses that are lumpy to us, specifically to those very large
distributor events, So, on the left hand side, was the layout for this year and the right hand side is the layout for 2008,

And effectively, you can consider that each of these events is sornewhere hetween $2.5 million to -- $2.5 million or 50, and you
can see next year a couple of things. One, we have more people at the higher levels of the business, and more of the events are
in more expensive locations. So, | think that is something that you should consider in planning both on the timing standpeint,
but atso from an absclute dollar, we expect to see (inaudible) probably more expensive because of where they are located.

Getting below the line now. Cne of the things that we embarked upon in 2004 was taking a fook at ocur tax planning and did
our tax planning really near our fong-term strategic plans for our business and we saw an opportunity, and the opportunity to
put into place, Effectively two plans that would help improve the effective tax rate over time,

Andthose of youwho have been followmg the Company fg;;wmetlme have to see it, depicted here in thegraph. When | started

with the Company.in'4, | think the effective tax rageds close to 50% gnd we believe right now our guidangce assumes a tax rate
effectw?g;n mgiwjt think most analysts have it somewhere between 31%, 33% is what's depicted here in the graph and

“this year somewhere between 37.3% and 37.5%.

Need to take away from this is, it's sustainable, We have [short] opinions from our KPMG and PWC on our plans, and we befieve
that at the end of the day, we will have the lowest sustainabie effective tax rate in the direct selling Industry, again because of
the global nature of our business.

To reiterate the business model direct selling, Michael talked about the strength, how old the industry was, the growth rate, et
cetera. From an investment standpoint, one of the great attributes to this business is very investment fee, lack of need for lot
of capitat investment. You can see over the last couple of years, we have been very focused in improving our capitaf structure,
paying down debt, taking that free cash and being very disciplined. '

We have done three upgrades from S&P. We are investment grade with S&P and we hope to see the benefit of that as we enter
into 2008, We are trying to get improved LIBOR margin spreads. But you can see here in the hox is we have significantly improved
our debt to EBITDA ratio, while at the same time embarking upon a very aggressive share buyback program over the last six
months.

And then fastly again, our pretty strong cash flow on this page and you can look at and you can see the relationship here between
netincome and free cash. And one of the points on that effective tax rate, the majority is now, there's really no difference really
from [that floating] cash, they are very closely linked. A lot of people ask that question repeatedly, Is it the real cash, effactive
tax rate and the answer is effectively, yes.

5o, theimprovement you are seeing on the PRL reaily translates improvement into a free cash standpoint flow, which just gives
us again further dollars to invest back in our business and help accelerate returns to investors.

Itake a moment to kind of give you a perspective how we think about managing the Street. When we went public in late 2004,
one of the things that we heard over and over again is do not disappoint Wall Street. We are probably ultra conservative when
we went public. The Street expectations were $1.14, and we were delivering $1.52 that year. A year later, we found ourselves
doing a marketed secondary (ransaction. The consensus at that time was $1.85, we delivered $2.06.
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When we started 2007 a year ago, guiding for 2007 we got a $2.40 to $2.47. And even absorbing the top line changes in our
foracast, the first week in January when we discussed about changes in our outlook for Mexico specifically, we have been abte
to consistently drive improvement to the bottom line of this business,

1 know you get the sense of what's controllable in our business, the fiduciary control we have and oversight we have in our
business and how prudent investment criteria and process is for controlling costs in this business. And today the guidance
that's cut there is $2.62, $2.64 for the Street for the consensus of $2.65.

Looking forward to 2008, consistent with what we articulated a year ago, we are going to give lass visibility in our guidance.
So, you see a stepping down, not only giving top line and bottom line guidance, aleng with CapEx. Let me just address that.

Taking into consideration current business trends, both from a peer volume, pricing, currency, what we think for margin
expansion et cetera, we believe that our outlock for EPS is going to be somewhere between $3.17 and $3.23 next year. Some
of the key assumptions there is a top line growth rate of 7% to 10%.

So, once again, just like the past couple of years, that chart Michael showed eatly on, you see with high single digit growth, we
can get strong double digit growth on the bottom line because of the unique nature of our business madel, {operator] position
and discipline in how we allocate those dollars and improving cost structure to drive what this guide sort of assume is 20% plus
growth rate on the very bottom line, '

You will notice next year our capital investment spikes up. i has topped up in '06, '07 and is spiking a little bit more in'08. kneed
to kind of take a momant to walk you through what those are. The facility you are in today was our "06 Initiative. We spent about
5§20 million of capital retrofitting this facility and a couple of buildings surrounding us and the R&D center, things — the investments
that we thought were very important to our business to drive differentiation and growth in the future.

2008 where two major things are happening, one is we are moving downtown to - in LA to our corporate headquarters, which
we believe would be a great branding experience for our distributors and our business in being associated with Herbalife and
AEG company, but more importantly, is the big bang for aur Oracle program.

Over the last couple of years what we have done is with great discipline, we rolled out Oracle through our general ledgers on
a worldwide basis, Our supply chain and inventory planning is ali Oracle on a global basis. Next year, we start to put the last
piece of connectivity, a very big piece of connectivity, to make this truiy an integrated ERP system.

We believe between now and March of '09, we wili take the entire world up on Oracle. That would be a couple of things. One,
from an information standpoint to {restore] visibility into our business, secand from an integration stand point, we will be able
to share that information more rapidly and quickly on a global basis, so people around the world are seaing the same information
real time, and then third is the {inaudibie) to take the governor off and to grow the business faster.

We are today on a platform that has concurrent users of 450 people. 5o, it limits our growth as we go into new markets, as we
see ebbs and flows of order patterns throughout the course of a month, it slows down -- you can go upstairs and see thevolume.
When Europe's on and we are on and Mexico's on, you see a degradation in our ability to take orders.

Then Europe dropped off, Mexico dropped off, our ability to handle orders picks up, so notonly ona day-to-day basis, but mare
importantly kind of governing our growth on a new market basis. 50, we believe that once we get threugh Oracle in '08 and
'09 that we will be able to accelerate growth. And we think of it this way, AVON is in 140 plus countries, we are in 65. When
Michael came inboard, 1 think we were in 52. So, we have done a good job over the last four years, but we think there is a lot
more headroom.

With that, Fwould like to invite Greg and Michael up, and over the next say 15 minutes or 20 minutes, we will take your questions
and try to end at about 12.45.
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QUESTIONS AND ANSWERS
Richard Gougis - Herbalife Limited - CFO

Do you want to moderate?

Greg Probert - Herbalife Limf't_ed - President and COQ

Yes, sure | will moderate, All { will do is give all the questions to Rich and Greg. You guys awake? We will taik in front of you,
pencils out. Okay, any guestions? Good morming. '

Unidentified Audience Member

Good morning, how are you doing?r

Greg Probert - Herbalife Limited - President and COO
Good.

Unidentified Audience Member

In the context of 50 basis points of margin expansion a year and the fact that you guys were not optimizing the supply chain,
how does that change with the global head of ops, and | know it is a guestion you probably have yet to explore, but what are
you thinking in terms of how that goes back in the business maybe back to your customers in the form of not raising price back
to your suppliers or back to the shareholder?

Richard Goudis - Herbalife Limited - CFO

I would think it can go back fo the shareholder. Raising price is a tricky thing to do far us because of the way we set price on a
global basis, Qur prices are pretty competitive in some markeiplaces and not se competitive in others. And so, the best way for
us to fight prices is on a local basis and maintaining margin while we de it. That's the Brazilian product.

It's gone out locally in Brazil at a local price. It doesn', it isn't fixed and this is where H gets confusing, on a worldwide volume
point basis. It is fixed in a ocal market basis, which makes it easier for us to compete locally.

So, | would say with supply change management, [Shane Gold) who is here and listening to all this today, he is hearing some
of his [MVOs] presented to you all, which you saw is a good way to do it, sort of my favorite thing to do is make promises on
stage and then make everybody fulfilt them, and so he is back there smiling right now, which is great,

But, E wouid say most of it is going to be returned to investors unless you guys see it any differently. 1 certainly don’t because
we fry to run at pretty much at a constant price margin return to us across our product range and we have got that somewhat
fixed at a certain number. F would love ta see it get improved.

We improve it In certain categories, whether it's cutet care, which is probably the easiest one to improve margin on with ail the
products we have, but | would say the answer to the question, it's most likely returned to shareholders.
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Unidentified Audience Member

And just a question specifically about Brazil, | don't know if you want to take it, but when I look at the custorner stratification,
the new customers, the customers where we are selling the product, there seems to be a relatively consistent mix between
Brazil and other countries, and | would — | don'l know if that should lead one to befleve that the retention therefore shouldn't
beasoffasitis,

is there is some disconnect between the two, and the presumption is if you are reselling the product to a fot of customers, then
the supervisors when they hecome supervisors don't have a consistent stream of cistomers to sell into.

Michael Johnson - Herbalife Limited - Chairman and CEO A e

e s,
Right. The stratification number is only.distributors, it doesn't tMMon is of Sgpgml;!gso people that

have moved up to that level, And | think the simple answer is, yes, there is a retailing base, a discounting base. What we are not
seeing is the business builders come in, Once they get to supervisor, a lot of them are coming In as supervisors, those that we
cail organic supervisors.

They sort of comes in as what we call success builder with 1000 volume points and then gets up to 25 times two to get to
supervisor and then continues to slowidy build the business, and we have too many people that come in at a higher level and
don't stick with the business,

| think a lot of the focus is on bringing people in and giving them training and giving them DMOs and things that they can not
only be success thernselves, but they can replicate with their downlines. But1 think, yes, there is - on the distributor fevel, there
is a good retail business there and that's why it's stili the third biggest country in the world. What we wantto dois build alarger
sustainable distributor base that will then go out and more deeply penetrate the marlet.

Please just raise your hand and we will hand you a mike, so the people on the webéast can hear.

Unidentified Audience Member

Good afternoon. Where do we stand on the Web based retailing side of business faunched about a year ago that felt like
distributors push back on a little bit, where do we stand today?

Michael Johnson - Herbalife Limited - Chairman and CEO

] can take that. Two things, one, we are going to test it in Argentina as 1 said to try and address some of the concerns of distributors
and it obvicusly makes no sense to go out and do a consumer initiative, And again, it's very clear to what we sald, we would
only sell directly to customers that are cash distributers.\We would never go around and go directly to customers.

Other direct companies have tried that, they try to go to retail or sell directly, and it just doesn't work, you can't compete with
your distributars, What we want to do to address some of the concerns is do that test faunch | talked about in Argentina, smaller
market and also where the laadership totally supports the idea, so there is no pushback,

If anything it will help their business, they see the value of it, and Fthink if we can testit in Argentinaan, then show that it grows
the business, it helps distributors leverage their time, it gives them ability to manage now their customer base in additien to
the downline distributor base and show the benefits of that and that there is no downside, then | can think we can take those
key learnings and move that project around the world.
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Unidentified Audience Member

Was the last lest — was the [ast test only in the U.S.?

Michael Johnson - Herbalife Limited - Ch&irman and CFO

Yes,

Unidentified Audience Mamber

And you motioned going - and it is for you Greg, you mentioned going after colleges next year, | think it was in the {USCI],
what's different about how you are going to approach it differently than what you do today and your other methods of recruiting?

Greg Probert - Herbalife Limited - President and COO

Well, I think a couple of things. Right now, itis only up to distributors and what we are frying to do is to expose coliege students
to the products and to the brands. Right now, not a lot of our distributers, so ane of the things we are doing is really simple
things like getting on coliege webcasts, we are getting in college magazines, we are mayhe hocking up with some other
companies that go inta calleges like hook companies and scholastic and maybe doing same co-branding opporiunities,

Doing movie nights, just sponsoring -- just doing a grass root sort of marketing what Red Buli did. Red Bull penetrated that
market by really doing feet on the ground and getting into that college environment. So we are doing [most of the] activates
to really expose and then -- with distributors, but also just exposing themn to the brand and to the Company.

W e s,

R
And if nothing elsgfg\;en if they don’t become MI think be a part of ouryvision and Michael talk about it ali the time

is Herbatife for Life, and if you lock at itcoming from Disney, at Disney, we got people three limes, We got on their children, we
155t them as teenagers, we got them Back as adults, we lost them when their kids become teenagers and we got them back as
grandparents,

And so, | think with Herbalife, it is the same thing, Herbalife for Life, gat people on a healthy active lifestyle, abesity is not an
adultissue, it's anissue, Children are gbese, teenagers are chease, adults are obese, healthy active lifestyle is something that we
want to push down. And so, the kids line, we are going after children and with stay-at-home moms, and | think we can get ta
coliege, and again just fits into life stage and lifestyle segmentation.

Again please just raise your hand and we'll hand you a mike.

Unidentified Audience Member

Thank you, So, switching the conversation to a strategic picture, if we think about regulations now and the issues you face, with
the industry having some attacks to its integrity, why not as leaders in the industry showing that the industry is so fragmented,
be leaders in pushing more regulations, shouldn't that be something that could build a moat around the business for you?

Michael Johnson - Herbalife Limited - Chairman and CEQ
That's a great question, number one, and two is we have been leaders in that, We were the probably standaione Company.in.

we were th
our category to stand behind a regulation; that was passed by the federal government on adverse events reporting. We have a
c;mmun .scmpzuﬂ“"“""”www N
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large presence in Washington DC, which we are very proud of, we have a meeting with Tom Harkin tomorrow afternoon in my
office.

We spend a lot time with government officials and | think what we want to do is not support over-regulation, but support
sensible regulation in our industry. We are doing clinical now. We have six clinical in action, we have one that will be published,
Steve, in the next two months and that's unigue in our industry.

We are not just standing up and saying, oh, this is a great product because my cousin took it. We are standing up and saying,
this is a great product because the scientific benefit and the nutritional benefits of this product are the following. 1am very
excited about this clinical that is going to come out.

Interestingly enough, it is so moving that it is going to open up to be somewhat of a target too because we are going to prove
that through David Heber's platform of pratein enhancement, and | probably should be careful not to go too far here, that our
nutritional based program is a better weight management program than anything else and anything prescribed, anything OTC.

We are going to prove it is better, and that is going to be a stunning anneuncement, and we will make that sometime mid next
year, Well, [ think 1 probably just made it, and | am probably in trouble for that, where is Brett, but when this comes out, it is
going to arm our distributors with a data bank that's beyond the testimonials. Testimonial is fabulous, but going beyond and
deeper than that is security and confidence.

So, 1 don't want to be the one who is going to put a moat around this industry, but realizing the ministries of health, the FDA,
big pharma and how they fell about industries fike this, we afe going to protect ourselves very well in the impenetrabie in the
years ahead,

Greg, Steve 4nd | yasterday sat down and we formed a committee of three to tallk about a product strategy two, four and six
years down the road that looks at every single product we have, looks at clinical, looks at scientific substantiation and builds
for us a wall, if you will, you can call it a moat, | will call it a wall to protect us into the future to give our distributors security and
confidence that the business they are bullding today wiil be here ten, 20 and 30 years from today regardiess of what reguiations
are thrown our way.

So, 1 am excited about that, that is one of the things you get these moments and go, ckay, we are getting pressured here and
there. Trouble is opportunity, that's ene of my favorite quotes, and so there s trouble out in regulations, just an opportunity
for us because we have the resources you saw today, we are building the science lab, the doctors, we have the resources to
stand out and we will do that.

Unidentified Audience Member

| have a follow up guestion for some. So looking at the pie chart you showed that the industry being fragmented, you often
mentioned your competitors being other direct seflers and dragged a few names and what would be [beauty] Oriflame or AVON,
what would be the view if you took that by country and you looked at yourselves only as a nutrition company?

And | don't see why you wouldn't be able to form already a picture of -- show any specific countries that is in fact a barrier to
entry and your other competitors arent in that nutrition area?

Greg Prokbert - Herbalife Limited - President and COO

What we do, we lock at it both ways, because we consider our competitors to be both direct selters in terms of method of
distribution and the oniy one selling products then define it from an end consumer stand point.
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And Ethink, as Michael said in his opening remakes, one of the things that we think differentiates us and gives us a unique seling
proposition, nat only are great products, but the education that comes with that as this business becomes more fragmented
and Niteworks is an absolutely growing example of that.

Lou is now -- cannot talk to every customer around the world about what Niteworks does. You guys in five minutes | think got
a pretty good understanding of the need for that product and how it works. Similar products have sat on retail shelves, but
have faited because no one atthat store level can actually [distribute] concept and it's too early and our distributors, their unique
selling proposition is their ability to do a complicated sell, right.i//

So again, we think that having products that appeal to a broad consumer demographic and distributors that can explain those
products and mentor fike Michael said, if you are losing weight, you need a mentor -- you need someone to customize that
program, you need someone to cail you up, you need scmeone to tailor that program over sixmonths. it is not the same program
the first week as it is in weeks six and week 12.

So agairn, if you look at what David does in his clinic, itis a lot about people coming in and not only the products, it's about the
support. You fook at Nutrition Clubs, the value of Nutrition Clubs is not only the product. In fact, you come in, you have a sense
of community, you have a group, you have recognition, so {inaudible) results is one thing. So, | think again it is hard to say we
are either completely over as a consumer products Company or completely only a direct selling, we are both.

Unidentified Audience Member

Greg, two other questions, so if for example in Mexico you have achieved a certain market share in nutrition, you find that that
gives you an advantage in that space that adds to your profitably there, so there is a certain critica point of share.

Greg Probert - Herbalife Limited - President and COO

Absolutely, and it gives us - it is why some of the things we are doing in branding is to get awareness, It's not ofly the drive,
[compulsion] is to drive, what you do in a traditional consumer business is to build impression, to build awarenass of your
Company, to build sort of awareness of your platform as opposed to nearly product awareness.

So, if you look at what we do, we packet both from a push business -- the marketing, another marketing we are doing is also
the traditional pult marketing where we are getting people exposed 1o the preduct and to the brands so that when they are
approached by a distributor, they go to find a distributor, they already have an awaraness, an increasing top of mind awareness
is something that we are starting to track, it is something that we will tap. -

But, again, you have to (inaudible} you have to make sure you have enough distributors who already have a customer initiative
where they have a place to go, because you don't want to build up demand if they can't find a distributor, S again, we have
to do both those things in combination,

Unidentified Audience fiember

Thanks. Greg, in your prepared comments | think you said something about China expecting here something here in the next
90 days. it's obviously taken a while, and by no means are you on a map, but can you maybe spend a little more detail with
some of the signals you have received that give you the confidence to make a sale there?
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Greg Prabert - Herbalife Limited - President and COO

Right. Well,  think the signals are it is a very long procass and very careful, and to your point about supporting regulaticns, |
thinkitis a good process, because what it does is, if you get through this process, you are validated asa very legitimate company,
you are validated in products, you are validated in business, ethics, reputation, everything, and so we do support that.

tt is a little aggravating and it takes so long to de it, because we are all anxious to grow aur business faster, but in China, we
have gone through the focal approvat process and it is really about a five step process that we are about three and a half steps
through. 50, the signals are we know where we are in that process, we follow up with that processon a weeldy basis.

Qurhead of DA is in constant communitarian with MOFCOM, which is a government body and so again, we follow through that
process, and it is really sort of a [step-gate] process and we know where we are in that process.

Now, sometimes you get to step four and you thini step five is three weeks away and it is pretty managed, but given sort of
traditional timing that what leads us to believe that we witl get an answer, we will get through those last few steps in the next
90 days. Mayhe you can and enlarge {inaudible).

Unidentified Audience Member

Thanks. 1 was wondering if you all had an update on any concerns you have heard from distributors or from the Chinese
government, it sounds fike prabably not, about the sector report that came out about a week before -- the day before your
reported earnings, | know that is a bit of a concern.

Greg Probeyt - Herbalife Limited - President and COO

Okay, So, twos questions, one the Chinese government, they don't care. They get stuff from all over the worid. What they care
about is what happens in their country, and the SAIC, which is really sort of the enforcement body in China have looked at us,
have looked at cur marketing plan, Emet with them last time | was there, Paul Noack who is running China for usin the interim,
he and [ were there a month ago or two months ago and we met with both MOFCOM and SAIC,

They know us as a company, they visit aur stores, they audit our stores. | mean it's a very tough enforcement envircnment, 5o,
someone writing a column in the U.S, about what's happening in China, they don't care, because they care about what they
find, not what someone tells them they think what's going on.

From distribuitor, we -- actually we went out to our distributors proactively to our leadership and talked about they understand
how our marketing plan in China is different. They are very -- some of them are frustrated because we don't let them go to
China.

They want to go to China and open up and say, China is a no (inaudible) but there is a wail around China in our business, and
if you are there, you are under the China marketing plan, and if you are outside, you are under the worldwide marketing plan,
and we make a big distinction and our international leaders don't go there,

They are not allowed to go there and we have ruled against them going there. And so, the distributors understand the
environment and | think honestly the fast time | looked in the U.S., we got two calls about it in our call center, and [ track it every
day. So, it was not an issue,

Unidentified Audience Member

This is going o be our finai question.
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Greq Probert - Herbalife Limited - President and COO
Yes, right. '

Unidentified Audience Member

Question on the -- you talked about oversight and enforcement and spent some time on that slide, Can you sort of talk about
how big the number of staff in that area is, and you tatked about the seriousness of your enforcement activity, and if you could
sort of provide us a little bit more colorin terms of -7

RMichael Johnson - Herbalife Limited - Chairman and CEQ

f am not like Greg, | don't know the exact size of -

~ Unidentified Audience Member

I mean an approximate value of what you do,

Michael Johnson - Herbalife Limited - Chairman and CEC

Iry all our major - it's really the corporate group that is in charge of compliance and ethics, what we call EBP, ethical business
practices. We have a Senior Vice President, reports directly into Brett Chapman, our General Counsel, He has a staff of - it is
probabily 20 or 30 approximately, they are actually based in this buiiding. '

So,that's a cooperate staff and they basicaily wark with the local markets. And in a market like Mexico, we have a Senior Director
of EBP thera, So, he enforces and works on a focal level with the clients, and so we have a centralized staff in each of our markets,
who will either be -- have their own staff, they are a large county or be supported by the region.

We have another Vice President in Europe and in (inaudible) and EMEA. So, it is a fairly-farge staff and wé hiave-a-lot of cases,
small cases but — and we investigate all cases, One of the big things that wertalk about is creating a level playing fié?ﬁ‘;“-’%%e
people really in ethics are our distributors because someane is acting unetbj}cally or doing whether [it's in] product claims or
businass claims, that's an unfair convention for the distributor sitting next to them trying to compete.

So, we have to have a level playing field in this businass, and cur distributors demand as much as we do. S, we worl with our
distributers and that was & — Mexico is a great example. That hurt the business. When some of those practices crept in, they
hurt the business. Sg, we went out and as we disclosed, we performed 1000 audits ourselves,

Our distributors went and audited every one of their Nutrition Clubs and they sent in audit forms, because they want to go and
make sure their downlines were compliant. So, working together with the distributors, again that's another leveraging factar.

Greg Probert - Herbalife Limited - President and COO

So, when you figure the size of the staff, your internal paid staff and then you have a distributor staff just out there minding the
store. '
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Michael Johnsen - Herbalife Limited - Chairman and CEO

Okay, | want to just give a few closing remarks here, and then | will furn it over to Rich for a few details about where we are
going next and what is going to be done. But, starting, when you sit in a meeting like this, you hear new things yourself even
as a CEO of the Company and it is enlightening to you. It is good though, that's a good thing, you can't know everything that
is goaing an.

{ am sure you guys know everything about what is going on, but | don't. So, it is very interesting to me, for years | have been
pitching to you and to all Wall Street Investors, analysts that we're a fixer upper, that this Company, when we came in, we found
a lot of pieces that were skewed and we neaded to put them back together.

An opportunity to recreate a company, that's a unique opportunity in a business person'slife, that's a challenge that we excepted,
it's a challenge that | think we are doing a fine job with. 1 am very confident about the future of this Company, but we go from
a fix-her-up now to we are getting pretty good at these stuff, now we need to be the best at what we are doing, and that’s what
our staff is hearing every singie day.

it's good to be okay, it's better to be good, it's great to be the best, and that's where we are heading this Company. We are
bringing on board a higher grade of intellectual capital every single day in our Company. We are bringing on board more
successful distributors than ever before in this Company. We have more distributors recruited and retained, we have more
successful distributors than ever before, we have more top line growth than ever before, you will see it exhibited there.

When we went out and went public, we made promises and we fulfifled every one of those promises inside aur Company from
driving the top like growth which  mentioned before, expanding operating margin to accumulating more free cash flow in this
Cormpany, de-levering our business that contribuied to help new business, we are reinvesting capital into high return on equity
programs and investment pregrams which you heard about today, whict is everything from an T system to building out more
offices, to investment in China, to making sure that we have the infrastructure to support the opportunity inside this Company.

So, | see a company that's going to continue to grow, | see opportunity that it wilt continue to grow, and you see them - hopefully
you have a very sophisticated resource in human management inside this Company. We have a Nobel price laureate up here,
[ have a business partner | have been working with for almost 20 years now, we have a very short and quick language with each
othery, it is like a marriage, but better, | hope my wife isn't listening in. We don't argue as much, but we have our points in
difference and we have our points of opportunity. ’

50, this Company is something | am very proud of. It is a Cornpany that | believe has a very strong future, It is an industry that
has chailenges, unique challenges and | think you have asked great questions about that moat, | prefer to see itas a fortress far
us.

There is an opportunity for us to be a unique Company in this space, our science, our meticulous detail to Investor returns, and
that's what we are focused on in this Company, shareholder returns day in and day cut because we are all shareholders too,
and much of our income depends on the share price of this Company.

And so, we are perfectly aligned with you on EPS every single day in this Company. So with that said, thank you very much for
attending, hopefully you have been enlightened to our culture, to our opportunity and then the future of Herbalife. Thank you.

fichard Goudis - Herbalife Limited - CFO

Thank you. Just before we break, | just want to go through a little housekeeping.
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Fourth-quarter operating income was $85.7 million or 14.8% of saleson a reported basis. However, excluding the onetime tax
benefit reflected in gross profitand the realignment expenses reflected in SG&A, operating income as a percent of salesimproved
57 basis peints to 15.1% of sales. This improvement reflects the leverage we have inthis business coupled with our prioritization
of investments to maximize our returns,

Fourth-quarter interest expense was $3.4 million versus $2.7 million in 2006. The increase of $700,000 primarily reffects the
higher net debt balance as we utilized our revolver to repurchase stock. On a reported basis our fourth-quarter effective tax
rate was 34.6%; however, adjusting for nonrecusring items as described in our press release yesterday, the fourth-quarter
effective tax rate was 34.3% or 60 basis points below the normalized fourth-guarter 2006 rate, Our effective tax rate has steadily
declired over the past three years and we anticipate further improvementin 2008,

Net income on a reported basis was $53.8 million in the quarter compared ta $41.7 milion in the fourth quarter of 2006.On a
normalized basis net income was $55.1 million reflecting an increase of 24% compared ta the normalized net income in 2006.
And fourth-quarter reported diluted EPS was $0.77 as compared to $0.56 in the fourth quarter of 2006. On a normalized basis
fourth-quarter difuted earnings per share increased 33.2% to $0.79. '

Now let's turn to the balance sheet. We ended 2007 with $187.4 million in cash and $357.4 million in outstanding debt. We
were successful in reducing inventory $17 miliion throughout the year. And in terms of efficiency, our days on hand improved
21 days to 113 days and, more importantly, our inventory turnover improved 50 basis points to 3.22 compared to the fourth
quarter of 2006, CapEx was $17 miliion in the fourth quarter which reflects our ongoing investments in our infrastructure.

Now let's turn to guidance. We're providing first-quarter guidance for the first time and we're raising our full-year 2008 net sales
growth and EPS guidance. We expect top-line growth in the first quarter to be in a range of 12% to 14% and diluted EPS to be
in the range of $0.77 to $0.79, reflecting an increase of 26 to 30% over 2007, And based on current business trends, as Michael
and Greg mentioned earlier on the cali, we are raising our outlook or 2008.

We now expect top-line growth to bein arange of 9% to 11% and fuli-year diluted EPS to beinarangeof $3.251t0 $3.30reflecting
an increase of 20% to 22% over 2007. Please note that these estimates exclude our costs expected to be incurred related to our
realignment for growth initiative and aceretion resulting from any further share repurchases,

While Michael and Greg described the positive business trends with you today, we remain hesitant to provide higher 2008
guidance this early in the year as we still remember the punishment we took in the market when we had to reguide our sales
growth estimates in Mexico in 2007, January.

As in the past, we remain cautious in our expectations for our 2008 guidance and, as we have done in the past, we will revisit
our guidance each quarter based on the most recent business trends. That concludes cur prepared remarks, now we'll open
up the call for your questions,

QUESTIONS AND ANSWERS
Operator

{OPERATOR INSTRUCTIONS). Simeon Gutman,

Simeon Gutinan - Goldman Sachs - Analyst

Just want to walk threugh the chronology of what happened in Mexico. Because | know when you reported the third quarter
in early November you were thinking something in the low single-digit range. And if October was a slower building month, |
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guess the assumption was November and Dacember were going to the better. And it sounds like they were but not as strong.
1 want to make sure | have that down correct. And then if they weren't as strong, what were anything specific you can point fo,
anything geographic oris it just a simple business just taking a little fonger to get going? :

Michael Johnson - Herbalife Ltd. - Chairman, CEC

. 1 think it's more just a lag, Simeon. October we comped negative, but both in November and December we comped positive.
50 just like we talked on the last earnings call where we fel a little bit short in September, we also fell short in October but we
saw very positive momentum building in November and December. And as Greg mentioned, | think we were up sequentially
4.2% from Q3 to Q4 where previous year | think we were down sequentially Q3 to Q4.

As Michael mentioned, we've built a strong foundation, We have some reatly significant promotions that are kicking in in the
second quarter. Se we think we've built a sirong foundation, we've cleaned up the ethical issues from a year ago and strengthened
our training programs. And now with this incentive prograr, that wif kick off in the second guarter. That really creates a stimulus
for people to start recruiting and hbuilding more clubs and therefore building revenue.

Siméon Gutman - Goldman Sachs - Analyst

And the Club of Clubs promotion definitely sounds like a terrific recruiting tool and | know the Nutrition Club hits on all the
three R's, but it sounds like doubling the number of Nutrition Clubs, how does that play into the retention part? Andthen are
you afso measuring some type of productivity from the clubs as opposed to just the pure sake of opening them?

Greg Probert - Herbalife Ltd. - President, COO

This is Greg, Simeon, | think those are great questions. We're lcoking not only opening clubs, but making sure that the clubs
opened are solid and based on a strong foundation. If you reamember, one of the reasons that our retention is down in Mexico
is that we were cleaning out some of the clubs that were non-compliant and we did that through our audits and through our
EBP. '

And we think now that those clubs are gone we have a very stable base upon which to grow. And we want to make sure that
we incentivize our distributors to open clubs and | think a key learning of both management and our distributor [eadership was
that those clubs have to be open the right way, in the right locations and we now have the infrastructure to support that.

As | said in my prepared comments, in the areas where we've opened the new distribution centers our sales are increasing,
they're decreasing in Mexico City where most of the noncompliant clubs were. So | think we've done all the right things and t
think this promotion will be the stimulus to get our distributars back to opening new clubs.

Simeon Gutman - Gofdman Sachs - Analyst

Okay. And then on the branding side of things, in '07 I'd argue that you've only started to lay the groundwork for some of the
higher profile things, and then in early '08 here with AYSO and then last year with Galaxy. [s there anything at a high-level that
you've seen in anything shifting, any key distributors really taking to some of the sponsorships and exploiting it? Anything in
activation, is there anything mementum wise that is a regicnal that you're already benefiting from it?

www.streetevents.com Contact Us

© 2008 Thomson Financial. Republished with permission. No part of this publfication may be reproduced or transmitted in any form or by any means without the
prior written consent of Thomseon Financial,



FINAL TRANSCRIPT

Feb. 27, 2008 / 11:00AM, HLF - Q4 2007 HERBALIFE L1D Earnings Conference Call

Michael Lasser - Lehman Brothers - Analyst

it's Michael. Yes, we've had distributors — actually the AYSO program that we did is something that we've had on our mind for
awhile, but a distributor actually beat us to the punch on this with -- in Florida we had a distributor down there who sponsored
the local AYSQ program and he sponsored it in a large way and we watched and saw what he did down there.

And if he can become the blueprint for distributors throughout the United States and throughout the world to get invelved
with other teams, not only soccer but others sports teams and get him to sponsor with Herbalife and get it on the jerseys - it's
a relatively small investment. They can buy the uniforms, they can take the product (technicat difficuity) tents to set up. We're
working with local management everywhere so we've got tents, banners, sampling size.

In the Philippines the Subic Bay triathlon was sponsored by a distributor down there. We have distributors which is a huge deal
50 you've got a ton of leads down there. We just came off the promotion of the tour of Califernia where distributors managed
all of the booths there, and the distributors who were at the closing event in Pasadena in pouring rain on Sunday walked away
with somewhere around 1,500 leads out of that event. That is a significant day for them for two to three hours worth of work
to have 1,500 feads and generate customers, retail customars, potential new distributors.

Sothese are the kinds of things that are taking place, We have, as i said -- there are too many to mention, There's a bicycle racing
team being spensored by one of cur distributors. There are local sports teams throughout Europe. We have triathletes who are
sponsored not only by the Company but by individuals. We have a gentleman whe's going to climb Mount Kilimanjaro who's
got cerebral palsy who is being sponsared by a distributor and taking our products who will be climbing Kilimanjaro at the end
of this summer.

These are branding, creating great awareness, working with distributors on alocai basis and having distributors actually activated.
And as soon as these stories get out -- and that is why these meetings are so good and 'm sorry to be so longwinded here -
but these meetings are so good because the distributors come; they're proud of their stories, they share their photographs,
they share their results. And that entices and enlightens in other distributors' minds to say, hey, f can do this too, So that's where
the success starts to build.

Greg Probert - Herbalife Ltd. - President, COO

Let me just add a little color to the AYSO. As Michael said, something we have been eyeing now for cver a year and finally are
able to conclude the deal. But if you remember, one of the things we talked about over the past year was really going after the
stay-at-home moms, We launched a children's line which is a great product line to go after that segment. And now, we have
access to — our distributors have access to weil over one million soccer moms and soccer dads, and it is really a great example
of grass-roots distributor activation,

So again, | thinkin terms of access to our brand and access to our products, it is a watershed agreement in terms of the 1.5, and
just great to have the children’s line to go with that.

Simeon Gutman - Goldman Sachs - Analyst

| just have two more; | will ask them together. The first maybe for Greg. On the Eastern European markets, what is the strategy
and how is that evoiving? And then second for Rich, is there any free cash flow usage assumed in your ‘08 guidance?

Greg Probert - Herbalife Lid, - President, COO

| wifl do the Eastern Europe. | think the results as we reported in Russia were up 15%, which was | think encouraging, We have
always felt there is a lot of untapped potentiai in that market. As we announced last quarter, we just hired a new vice president
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to run Central and Eastern Furope for us who came from one of our major competitors in that region, Solam going to do a tour
of that region with Wynne Roberts who runs EMEA for us in April, to really go and visit Pofand and Russia and a few other
countries that really formulate, [ think, a more aggressive plan for getfing deeper penetration in those markats.

Because as you know, alot of our competitors have tremendous double-digit growth throughout Central/Eastern Europe, Russia,
CIS. So | think it is certainly on our radar and fike I said, 1 will be going there in a couple weeks to work with our European
management team on a more aggressive plan to penetrate those markets,

Rich Goudis - Herbalife Ltd. - CFO

Then Simeon, obviously, we remain conservative in our guidance, 5o what our expectations are is no further share repurchases.
We will use our excess free cash to pay down the debt. So again, if we were to potentially go back in the market, that would
only provide more accretion ahove cur current guldance.

Stmeon Gutman - Goldman Sachs - Analyst

Right, but it still doesn't even assume you compiete the authorization in that number, correct?

Rich Goudis - Herbalife Lid, - CFO

That is correct. | think we have about $65 million outstanding. And again, our guidance is typically very conservative, and the
conservative thing to do is pay down debt,

Simeon Guiman - Goldman Sachs - Analyst

Clay, thanks,

Operator
Olivia Tong, Merrill Lynch.

/gi:!?:?ong - Merrill Lynch - Analyst . ' ‘\\\
Good morning. Just one quick one first. Can you explain what the correction was in the royalty overrides?

H

Rich Goudis - Herbalife Ltd, - CFO

Yes, it was a year-to-date catch-up in Mexico.

Olivia Tong - Merrifl Lynch - Analyst
Can you provide a little further detail, why.the need for a catch-up?
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fich Goudis - Herbalife Ltd, - CFO

| don't know the specific reason, other than | think i was just a calculation error that was made throughout the year. So it was
just a cumulative catch-up. -

Olivia Tong - Merrill Lynch - Analyst

Okay. Sales clearly beat your own expectations. Relative to your own expectations, are there particular regions where you saw
much more sales upside than others? ’

Greg Prohert - Herbalife Ltd. - President, COO

Can you just repeat the guestion, please?

Olivia Tong - Merrill Lynch - Analyst

Sure, Sales chviously beat your own internal expectations. So I'm just wondering were there any particular regions where you
saw results that were well above expectations, or was it more - just a little bit more in each region.

Greg Probert - Herbalife Ltd. - President, COO

No, | think net-net, the only market in {ocal currency terms where we thought we fell a little short was Mexico, as Michael and
Greg mentioned. And then where the upside really came from was currency. Currency was 620 basis points of benefit in the
quarter. It was our largest contribution. We had some upside in the South America region, And a little bitin China, it was a little
bit stronger, but net-net | think it was really currency that you saw come through.

Olivia Tong - Merrill Lynch - Analyst

Got it. Thanks a lot.

Operator

Karen Howtand, Lehman Brothers.

Karen Howland - Lehmuan Brothers - Analyst

Thanks. Curious about your sales forecast. | know you had indicated that it was up about 26% in January. | recognize the desire
to be conservative, but that 12% to 14% for the first quarter seems particularly low if January is up 20%, unless of course you
are seeing semething in the February month that would leave you to think that it is going to decrease that much.

Rich Goudis - Herbalife Lid, - CFO

No, there is nothing that we are seeing that is negative. | think it is just you are seeing this management team being cautious,
number one, Again, in January we saw tremendous currency benefit. Our guidance for you is more cautious, Now, the dollar
fetl again ta — | think the euro is $1.50 today. That is clearly a little bit different than what is contained in eur guidance.
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Karen Howland - Lehman Brothers - Analyst

How much was currency in January of that 20%?

Rich Geudis - Herbalife Lid. - CFO

We didn't disclose that.

Karen Howland - Lehman Brothers - Analyst

Okay. Then | was wandering, | know you have been working to decrease the overall tax rate. | was wondering if you have any
assumptions baked in for that for 2008.

Rich Goudis - Herbalife Lid, - CFO

1 think last year, we kind of suggested that it would be in the low 30s. So | think most aralysts are about 32%, Karen, | would
probably say that anything below 32%, you would probably see potentially further increase in our guidance.

Karen Howland - Lehman Brothers - Analyst

Okay, great. Thank you very much.

Operator

{OPERATOR INSTRUCTIONS}

iiichael Lasser - Lehman Brothers - Analyst

Okay. It looks like we have reached the point where the questions have been answered, and the guarter is done and it's time
to get back to work here. So 'm going to conclude it with a few comments. First of all, F want to thank everybody for being on
the call and thank you for your support of our company. We are very proud of Herbalife.

We know we head into 2008 with tremendous momentum, which you have already seen, challengas and opportunities. Qur
heaith and nutrition and biz opportunity platferm puts us in a very unique place. We have an opportunity for people to add
real income to their lives, either supplemental or full-time. We are taking the global health issue head-on which is obesity, heart
health, two areas that we think are very, very important.

As [ watch and listen to all of the candidates who are running for office, | hear abaut ali of the different healthcare platforms,
but | don't hear enough about health. { hear a lot about disease, and I'm very proud of Herbalife in the fact that we are taking
on an issue straight on. Strong top-line growth, enhanced profitability, accelerating new sales leaders' trends.

Getting Mexico turned around, bullt basically on a strong foundation. Our Spanish-speaking South American business has
incredible momentum. Brazil gaining traction behind its transition to be a more balanced mix of the (inaudible), Our U.S.
marketplace, which many peapie told us when we went public was going to be just kind of a forgotten market to us. It's resifiant
and it is growing, and despite of ecanomic softness,
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We are seeing turnarounds in parts of Europe, and we have 2 tremendous eye of Eastern turop® for expansion. Greg will be
goingona trip there very soon.Weare puitding our T platform which will offer geographic expansion and acceleration in 2009.
That is a big, big deal for us.

And our strength in Asia, whicht will be visiting _ywitl be doing five cities in the nexttwo weeks i Asia — is beyond and behind
the grawth i Taiwan and China.

Herbalife,asyou know, 153 momen‘cum—driven pusiness and sOME distributorﬂnancia! statistics for youto consider asyou think
about us is it took us 25 years to get to 25 Chairmen's Club mermbers. In the past three years, We have added 10 additional
mernbers for @ total af 35. 1t took us 21 years to get to 31 biltion in sales. In the past six years: we've doubled that ta over $2
biflion in net sales.

We have a geographicaﬁy—ba\anced pusiness which is experiencing strong growth. We have 3 business model that enablas
operating margin expansion whan investments are made into high RO projects. And itisabusiness hat generates tremendous
{ree cash. Ovef the past three years, we have experienced £pS growth in excess of 20% per year and we continue to manage
our capital structure to provide increased returns 1o shareholders.

5o, as | saldin the heginning, fwant to tharnk you for your support, Weare excited about the Herbalife of 2008, and as we say
inhere, itis the yeario dare to be great.Thank you.

Operator

Ladies and gentlemen this does condude today's presentat

ion. You may now disconnect.
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“Wa are seeing turnarounds in patts of Europe, and we have a tremendous eye on Easterrs Furope for expansion. Greg will be
going on a trip there very soon. We are building our It platform which wiil offer geographic expansion and acceleration in 2009,
That is a big, big deat fjor us.

And our strength in Asia, which [ will be visiting — 1 will be doing five citiesin the next two weeks in Asia -3 beyoﬁd and behind
the growth in Taiwan and China.

Herbalife, as you know, is amomentum-driven business and some distributor financiai statistics for you to consider as you think
about us is [t tock us 25 years to get to 25 Chairmen’s Club members. in the past three years, we have added 10 additional
members for a total of 35. It took us 21 years to get to $1 billion in sales, In the past six years, we've doubied that to over $2
billion in net sales.

We have a geographically-balanced business which is experiencing strong growth, We have a business model that enables
operating margin expansion when investments are made into high RO projects. And itis a business that generates fremendous
free cash. Over the past three years, we have experienced EPS growth in excess of 209 per year, and we continue fo manage
our capital structure to provide increased returns to sharehclders.

So, as | said in the beginning, 1 want to thank you for your support. We are excited about the Herbalife of 2008, and as we say
in here, it Is the year to dare to be great. Thank you.

Operator

Ladies and gentlemen, this does conclude today's presentation. You may now disconnect.
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