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PROSPECTUS
Options to purchase 1,605,000 Shares of Class A Common Stock
3,018,546 Shares of Class A Common Stock

[LOGO]

This Prospectus relates to the offering by Nu Skin International, Inc.
("NSI"), an affiliate of Nu Skin Asia Pacific, Inc. (the "Company"), of options
(the "Distributor Options") to purchase 1,605,000 shares of Class A Common
Stock, par value $.001 per share (the "Class A Common Stock"), of the Company,
the offering by the Company of 1,605,000 shares of Class A Common Stock to be
issued upon the exercise of the Distributor Options, the offering by the Company
to its employees of 163,546 shares of Class A Common Stock in connection with
the awarding of employee stock bonus awards, and the offering by NSI and its
affiliates (other than the Company) (the "Rule 415 Selling Stockholders") of
1,250,000 shares of Class A Common Stock to their employees as employee stock
bonus awards. The offering of the Distributor Options, the shares of Class A
Common Stock wunderlying the Distributor Options and the employee stock bonus
awards are collectively referred to as the "Rule 415 Offerings." See "Rule 415
Selling Stockholders" and "Plan of Distribution". The Company will not receive
any of the proceeds from the distribution of shares by the Company and the Rule
415 Selling Stockholders in connection with the employee stock bonus awards. The
Company will receive the proceeds from the issuance of shares in connection with
the exercise of the Distributor Options.

Each share of Class A Common Stock entitles its holder to one vote, and
each share of Class B Common Stock, par value $.001 per share (the "Class B
Common Stock" together with the Class A Common Stock, the "Common Stock"), of
the Company entitles its holder to ten votes. All of the shares of Class B
Common Stock are held by the stockholders of the Company prior to the
consummation of the Company's reorganization (the "Existing Stockholders"). Each
share of Class B Common Stock is convertible into one share of Class A Common
Stock at the option of the holder of Class B Common Stock and in certain other
instances. See "Description of Capital Stock--Common Stock--Conversion." After
consummation of the Rule 415 Offerings, the Existing Stockholders and certain of
their affiliates will beneficially own shares of Common Stock having
approximately 98.2% of the combined voting power of the outstanding shares of
Common Stock.

The Class A Common Stock is traded on the New York Stock Exchange under the
symbol "NUS." On August 28, 1997, the last reported sale price of the Class A
Common Stock was $23 3/4 per share. See "Plan of Distribution" for information
relating to the factors considered in determining the exercise price of the
Distributor Options offered hereby.

See "Risk Factors," beginning on page 16, for a discussion of certain
factors which should be considered by prospective purchasers of the securities
offered hereby.

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

Price to Underwriting Proceeds to Proceeds to Rule 415
Public Discount(1) Company(2) Selling Stockholders
Per Option(3). . . . . . . . . . . .. -- -- -- --
Per Share(3) . . . . . . . . . . . .. $5.75 -- $9, 228,750 --
Total. . . . . . . e e e e $9, 228,750 - $9, 228,750 --

(1) The Rule 415 Offerings are being made by the Rule 415 Selling
Stockholders and by the Company from time to time pursuant to Rule 415
under the Securities Act of 1933 and are not being made in connection with



an underwritten distribution. Therefore, no underwriting commissions or
discounts will be paid in connection with the Rule 415 Offerings. See "Rule
415 Selling Stockholders" and "Plan of Distribution."

(2) 1Includes proceeds from the exercise of the Distributor Options to
purchase shares of Class A Common  Stock. See "Rule 415 Selling
Stockholders" and "Plan of Distribution." The Rule 415 Selling Stockholders
will pay all expenses in connection with the Rule 415 Offerings.

(3) No consideration is being paid upon the issuance and grant of the
Distributor Options and the awarding of employee stock bonus awards by the
Rule 415 Selling Stockholders. See "Rule 415 Selling Stockholders" and
"Plan of Distribution."

The date of this Prospectus is September 3, 1997.

[THIS PAGE INTENTIONALLY LEFT BLANK]

PROSPECTUS SUMMARY

The following summary is qualified in its entirety by, and should be read
in conjunction with, the more detailed information and the financial statements
and notes thereto appearing elsewhere in this Prospectus. As used herein, "Nu
Skin Asia Pacific" or the "Company" means Nu Skin Asia Pacific, 1Inc. and the
Subsidiaries. The "Subsidiaries" means Nu Skin Hong Kong, Inc. ("Nu Skin Hong
Kong"), Nu Skin Japan Company, Limited ("Nu Skin Japan"), Nu Skin Korea, Inc.
("Nu Skin Korea"), Nu Skin Taiwan, Inc. ("Nu Skin Taiwan") and Nu Skin Personal
Care (Thailand) Limited ("Nu Skin Thailand"), collectively. Until September 30,
1994, the Company's fiscal vyear ended on September 30 of each year. As of
October 1, 1994, the Company changed its fiscal year end to December 31 of each
year, beginning with the fiscal year ended December 31, 1995.

The Company

Nu Skin Asia Pacific 1is a rapidly growing network marketing company
involved in the distribution and sale of premium quality, innovative personal
care and nutritional products. The Company is the exclusive distribution vehicle
for Nu Skin International, 1Inc. ("Nu Skin International" or "NSI") in the
countries of Japan, Taiwan, Hong Kong (including Macau), South Korea and
Thailand, where the Company currently has operations, and in Indonesia,
Malaysia, the People's Republic of China ("PRC"), the Philippines, Singapore and
Vietnam, where operations have not commenced.

The Company believes it is one of the fastest growing network marketing
companies in Asia. Revenue increased 53.3% to $441.0 million for the six months
ended June 30, 1997 from $287.7 million for the same period in 1996. Net income
increased 24.7% to $43.8 million for the six months ended June 30, 1997 from
$35.1 million for the same period in 1996. Revenue 1increased 89.2% to $678.6
million for the year ended December 31, 1996 from $358.6 million in 1995.
Operating expenses have increased with the growth of the Company's revenue. Net
income increased 103.2% to $81.7 million for the year ended December 31, 1996
from $40.2 million in 1995. The Company's network of independent distributors
has grown since the Company's inception in 1991 to more than 400,000 active
distributors as of June 30, 1997. See "Risk Factors--Managing Growth."

A great deal of the Company's success to date is the result of the growth
of its Japanese business, which can be attributed to an increasing awareness of
the Nu Skin and IDN brands. Significant revenue was recognized from the outset
of the Company's operations in Japan in 1993 due to the immediate attention
given to the market by leading NSI distributors from around the world. Japan has
continued to post strong financial results for the Company, with revenue
increasing by approximately 64% in U.S. dollars and 90% in local currency for
1996 compared to 1995 and by approximately 57% in U.S. dollars and 77% in local
currency for the six months ended June 30, 1997 compared to the same period in
1996. Given the size of the direct selling market in Japan and the growing
Japanese demand for the Company's premium quality and innovative products,
management believes that there is still significant opportunity for revenue
growth in this market.

The Company's product philosophy is to combine the best of science and
nature in developing premium quality, innovative personal care and nutritional
products which are specifically designed for the network marketing distribution
channel. The Company offers products in two distinct categories: personal care
products, marketed under the trademark "Nu Skin," and nutritional products,
marketed under the trademark "Interior Design Nutritionals" ("IDN"). The Nu Skin
personal care product lines include facial care, body care, hair care and color
cosmetics, as well as specialty products such as sun protection, oral hygiene
and fragrances. The IDN product 1lines include nutritional supplements,
nutritious and healthy snacks, sports and fitness nutritional products and
botanical supplements.

In Japan, Taiwan and Hong Kong, the Company currently offers most of the Nu
Skin personal care products and approximately one-third of the Interior Design
Nutritionals products, including LifePak, the core IDN nutritional supplement.
In South Korea, the Company currently offers approximately one-half of the Nu
Skin personal care products, including most of the Nu Skin core facial and hair
care products, and LifePak. In Thailand, the Company currently offers one-third
of the Nu Skin personal care products, including most of the core facial and
hair care products, and none of the nutritional products. The Company believes
that it can significantly grow its business and attract new customers by
expanding 1its product offerings 1in each of its markets to include more of the
existing Nu Skin personal care and IDN products. In addition to expanding its
product offerings with existing Nu Skin personal care and IDN products, the



Company intends to introduce new products tailored to specific markets.

The distribution of products through the network marketing and other direct
selling channels has grown significantly in recent years. The World Federation
of Direct Selling Associations ("WFDSA") reports that, since 1990, worldwide
direct distribution of goods and services to consumers has increased 76%,
resulting in the sale of nearly $80 billion of goods and services 1in 1996.
According to the WFDSA, $35 billion of goods and services were sold by its
members in 1996 through direct selling channels 1in the markets in which the
Company currently operates, which represents 44% of the global volume of direct
sales by its members.

Operating Strengths and Growth Strategy

The Company believes that its success to date is due to its reputation and
commitment to provide a wide range of premium quality, innovative personal care
and nutritional products and an appealing global business opportunity for
persons interested in establishing a direct sales business. Specifically, the
Company's operating strengths include (i) its premium product offerings, (ii) a
unique global distributor compensation plan (the "Global Compensation Plan"),
which compensates distributors for product sales in downline distribution
networks in any country in which NSI and its affiliates operate, (iii) a
comparatively high 1level of distributor incentives paid to independent
distributors under the Global Compensation Plan, (iv) a systematic market
development program, (v) individual distributor attention and other distributor
support programs and (vi) an experienced management team at both the Company and
the Subsidiaries. See '"Business--Operating Strengths." Consideration of the
Company's operating strengths must be tempered by consideration of various risks
which impact or may impact the Company and its operations. See "Risk Factors."

The Company's primary objective is to capitalize on its operating strengths
to become a leading distributor of consumer products in each of its markets. The
Company intends to pursue this strategy by (i) introducing new products, (ii)
opening new markets, (iii) attracting new distributors and enhancing distributor
productivity and (1iv) increasing brand awareness and loyalty. See
"Business--Growth Strategy." Consideration of the Company's growth strategy
should be made in connection with a consideration of the risks associated with
such growth strategy. See "Risk Factors."

Relationship with Nu Skin International

NSI, founded in 1984 and based in Provo, Utah, 1is -engaged in selling
personal care and nutritional products and, together with its affiliates,
comprises one of the largest network marketing organizations in the world. NSI
has provided, and will continue to provide, a high level of support services to
the Company, including product development, distributor support services,
marketing and other managerial support services. Management believes that the
Company's relationship with NSI has allowed the Company to increase revenue and
net income at rates that otherwise may not have been possible. Since distributor
agreements are entered into between NSI and distributors, all of the
distributors who generate revenue for the Company are distributors of NSI. The
Company primarily relies on NSI to enforce distributor policies and procedures.
NSI's distributor network is 1licensed by NSI to the Subsidiaries. See "Risk
Factors--Reliance Upon Independent Distributors of NSI" and "--Relationship with
and Reliance on NSI; Potential Conflicts of Interest."

Recent Events

The Reorganization. The Company was incorporated on September 4, 1996. On
November 20, 1996, the stockholders of Nu Skin Japan, Nu Skin Taiwan, Nu Skin
Hong Kong, Nu Skin Korea and Nu Skin Thailand contributed their shares of
capital stock to the capital of the Company in a transaction (the
"Reorganization") intended to qualify under Section 351 of the Internal Revenue
Code of 1986, as amended (the "Code"), 1in exchange for shares of Class B Common
Stock. Prior to the Reorganization, all of the outstanding shares of the
Subsidiaries were held by these stockholders. As a result of the Reorganization,
each of the Subsidiaries became a wholly-owned subsidiary of the Company.

The Initial Public Offerings. 1In November 1996, the Company and certain
selling stockholders (the "Selling Stockholders") sold a total of 10,465,000
shares of Class A Common Stock in underwritten public offerings (the
"Underwritten Offerings"). Of the 10,465,000 shares of Class A Common Stock sold
in the Underwritten Offerings, 4,750,000 shares were offered and sold by the
Company and 5,715,000 shares were offered and sold by the Selling Stockholders.

Registration Statement for Secondary Public Offering. On June 4, 1997, the
Company filed with the Securities and Exchange Commission a registration
statement on Form S-1 (File No. 333-28513) related to the public offering by the
Existing Stockholders and certain of their affiliates (the "Secondary Offering
Selling Stockholders") of 7,000,000 shares of Class A Common Stock. On July 17,
1997, the Company filed a pre-effective amendment No. 1 to this registration
statement. The Company converted the registration statement to a resale shelf
offering and deleted references to the underwriters. The registration statement
has not been declared effective and the shares subject to the registration
statement can only be resold by the Secondary Offering Selling Stockholders once
the registration statement has been declared effective and only in accordance
with the plan of distribution outlined in the registration statement. The
Company currently has no intention to proceed with the offering which is the
subject of the registration statement.

The Rule 415 Offerings
Distributor Options

Prior to the date of this Prospectus, the Existing Stockholders contributed
to the Company 1,605,000 shares of the Company's Class A Common Stock for use in
implementing an NSI distributor equity incentive program. Also prior to the date
of this Prospectus, the Company granted to NSI an option to acquire such
1,605,000 shares of Class A Common Stock (the "Distributor Options"). Each



Distributor Option entitles the holder to purchase one share of Class A Common
Stock. Upon vesting, Distributor Options will be exercisable at $5.75, which is
25% of the initial price per share to the public in the Underwritten Offerings
(the "Exercise Price").

Distributor Option Allocation. From January 1, 1997 until August 31, 1997
(the "Qualification Period"), existing and new distributors in each country
where NSI conducts business and where local laws may permit the issuance of
options hereunder had the opportunity to qualify for an allocation of the
Distributor Options from NSI by achieving executive distributor levels
("Executive Pin Levels") of Gold or higher under the Global Compensation Plan as
of August 31, 1997 and by submitting a representation letter to NSI as provided
in the NSI 1996 Distributor Stock Option Plan, as amended (the "NSI Stock Option
Plan") (qualifying distributors are hereinafter referred to as "Eligible
Distributors"). Pursuant to NSI's policies and procedures, that portion of sales
volume for September 1997 which would be attributed to sales volume for August
1997 will be included for purposes of determining commissions paid during the
Qualification Period, as well as whether a distributor qualifies as an Eligible
Distributor. Each allocation of Distributor Options made to an Eligible
Distributor that is an entity (such as a partnership or corporation) shall be
made by NSI solely to the entity, not to the owners of the entity individually.
NSI will notify Eligible Distributors of the results of the allocation of the
Distributor Options by October 31, 1997. Each Eligible Distributor shall have
the right to decline his or her Distributor Options by notice to NSI no later
than November 15, 1997. Each Eligible Distributor who has not declined his or
her Distributor Options on or before November 15, 1997 will be granted a number
of Distributor Options determined in accordance with the formula set forth
below. Because there is a fixed number of Distributor Options available for this
program, the allocation formula and explanations are rather complex.

S X (X/Y) = number of Distributor Options to be
allocated to an Eligible Distributor;

where

S =  fixed number of Distributor Options
available = 1,605,000

X = C x (P+G) = Weighted Individual Compensation

C = net commissions paid to the Eligible Distributor on
sales volume during the Qualification Period

P = Executive Pin Level Weighting Factor

G = Business Growth Weighting Factor

Y = Sum of Weighted Individual Compensation paid to all

Eligible Distributors during the Qualification
Period = Weighted Total Compensation

Thus, the number of Distributor Options to be allocated to an Eligible
Distributor will be determined by multiplying the total number of Distributor
Options available ("S" in the formula above) by the quotient obtained by
dividing the Eligible Distributor's Weighted Individual Compensation ("X" in the
formula above, and as defined below) under the Global Compensation Plan during
the Qualification Period by the sum of the Weighted Individual Compensation paid
to all Eligible Distributors under the Global Compensation Plan on sales volume
during the Qualification Period (the "Weighted Total Compensation," and "Y" in
the formula above). An Eligible Distributor's Weighted Individual Compensation
is equal to total commissions, net of any withholdings, fines, penalties, or the
like, paid to such Eligible Distributor on sales volume during the Qualification
Period ("C" in the formula above) multiplied by the sum of his or her Executive
Pin Level Weighting Factor ("P" in the formula above, and as defined below) and
his or her Business Growth Weighting Factor ("G" in the formula above, and as
defined below).

Executive Pin Level Weighting Factor. An Eligible Distributor's Executive
Pin Level Weighting Factor 1is the percentage set forth in the table below
opposite the actual Executive Pin Level achieved by such Eligible Distributor as
of August 31, 1997. Allocations of Distributor Options shall generally be based
on the Executive Pin Level at which Eligible Distributors receive commissions,
giving consideration to any temporary exceptions which may be granted by NSI
from time to time.

Executive
Executive Pin Level Pin Level
as of August 31, 1997 Weighting Factor
Hawaiian Blue Diamond............uuiiinnnnnnnnnnnnnn 100%
Blue Diamond. .. ... ..ttt s 94%
Diamond. ... ..o s 86%
Emerald. ... ...t 82%
RUDY . oo e s 78%
- 0 74%
[0 2 o 72%

Business Growth Weighting Factor. An Eligible Distributor's Business Growth
Weighting Factor is based on the increase in his or her average monthly net
commissions paid on sales volume during the Qualification Period. An Eligible
Distributor's Business Growth Weighting Factor is equal to one-third (1/3) of
1%, up to a maximum of 100%, for each 1% increase in average monthly net
commissions paid during the Qualification Period that is greater than actual net
commission paid during September 1996 (the "Base Month"). The Base Month for a
distributor qualifying as an Eligible Distributor after September 1996 is deemed
to be his or her first month as an Eligible Distributor.

Illustrations. For purposes of illustration, for the eight-month period
ended on August 31, 1996 (the "Illustrative Qualification Period"), the Weighted
Total Compensation (Y) will be assumed to have been $200,000,000. An Emerald
level distributor who was paid net commissions (C) of $40,000 (or average
monthly net commissions of $5,000) during the Illustrative Qualification Period
and who had previously been paid net commissions of $1,000 during such
distributor's Base Month would apply a weighting factor of 182% to such net
commissions (computed using the 82% Executive Pin Level Weighting Factor (P) for
an Emerald level distributor plus a 100% Business Growth Weighting Factor (G)



based on the 400% increase 1in average net commissions paid during the
Illustrative Qualification Period over net commissions paid during such
distributor's Base Month), resulting in Weighted Individual Compensation (X) of
$72,800. Such distributor's allocation of Distributor Options at the end of the
Illustrative Qualification Period would be equal to the quotient of his or her
Weighted 1Individual Compensation (X = $72,800) divided by the Weighted Total
Compensation (X = $200,000,000), multiplied by the total number of Distributor
Options (S = 1,605,000). Such distributor would therefore be allocated 584
Distributor Options.

To illustrate another example, the Weighted Total Compensation (Y) for the
Illustrative Qualification Period will be assumed to have been $300,000,000. A
Blue Diamond level distributor who was paid net commissions (C) of $520,000 (or
average monthly net commissions of $65,000) during the Illustrative
Qualification Period and who had previously been paid net commissions of $50,000
during such distributor's Base Month would apply a weighting factor of 104% to
such net commissions (computed using the 94% Executive Pin Level Weighting
Factor (P) for a Blue Diamond level distributor plus a 10% Business Growth
Weighting Factor (G) based on the 30% increase in average net commissions paid
during the TIllustrative Qualification Period over net commissions paid during
such distributor's Base Month) resulting in Weighted Individual Compensation (X)
of $540,800. Such distributor's allocation of Distributor Options at the end of
the Illustrative Qualification Period would be equal to the quotient of his or
her Weighted Individual Compensation (X = $540,800) divided by the Weighted
Total Compensation (Y = $300,000,000), multiplied by the total number of
Distributor Options (S = 1,605,000). Such distributor would therefore be
allocated 2,893 Distributor Options.

Vesting. For Distributor Options to vest, an Eligible Distributor will
generally be required to maintain, during the period from September 1, 1997
through December 31, 1997 (the "Vesting Period"), the Executive Pin Level he or
she achieved by the end of the Qualification Period (the "Qualifying Executive
Pin Level"). If an Eligible Distributor fails to maintain the Qualifying
Executive Pin Level for any month during the Vesting Period, the number of
Distributor Options vested in such Eligible Distributor will be recalculated at
the end of the Vesting Period to be that number of Distributor Options such
Eligible Distributor would have been allocated had he or she achieved, at the
end of the Qualification Period, the lowest Executive Pin Level held by him or
her during the Vesting Period (the "Recalculated Distributor Options"). For
example, if an Eligible Distributor ends the Qualification Period as a Diamond
level distributor with an Executive Pin Level Weighting Factor of 86% and a
Business Growth Weighting Factor of 15%, resulting in a combined weighting
factor for Weighted Individual Compensation of 101%, but during the Vesting
Period the lowest actual Executive Pin Level to which the distributor falls is
Ruby level, which carries an Executive Pin Level Weighting Factor of 78% (the
Business Growth Weighting Factor would remain unchanged), the combined weighting
factor for Weighted Individual Compensation would be reduced to 93%. The
difference between the number of Distributor Options allocated to an Eligible
Distributor at the end of the Qualification Period and the Recalculated
Distributor Options, if the amount of Recalculated Distributor Options is lower,
will be forfeited by such Eligible Distributor. If an Eligible Distributor falls
below the Gold Executive Pin Level at any time during the Vesting Period, all
Distributor Options held by such Eligible Distributor will be immediately
forfeited. Forfeited or declined options will not vest but will revert to NSI.

Exercisability. Distributor Options vested in an Eligible Distributor will
become exercisable wupon receipt of written notice from NSI of the number of
Distributor Options vested in such Eligible Distributor which is currently
estimated to be by January 31, 1998, and will remain exercisable for a four-year
period following December 31, 1997, provided the Eligible Distributor maintains
an Executive Pin Level of Gold or higher wuntil the date of exercise. No
Distributor Options will be exercisable after December 31, 2001. By exercising
any portion of the Distributor Options, each Eligible Distributor who is granted
more than 3,000 Distributor Options agrees not to resell in any given six-month
period more than 33% of the shares of Class A Common Stock issuable upon
exercise of the Distributor Options originally granted to such Eligible
Distributor. Upon vesting, Distributor Options will be exercisable at the
Exercise Price of $5.75, which is 25% of the initial price per share to the
public in the Underwritten Offerings.

Certain Factors Impacting Program. The allocation examples presented above
are for illustrative purposes only. There can be no assurance that the number of
Eligible Distributors will remain constant during the Qualification Period.
Given the fixed number of Distributor Options available, the number of
Distributor Options allocable to an Eligible Distributor will decrease as the
total number of Eligible Distributors increases and conversely will increase as
the total number of Eligible Distributors decreases. NSI has historically
experienced periods of significant fluctuations in its total number of executive
distributors and may experience such fluctuations in the future. An increase in
the total number of Eligible Distributors during the Qualification Period could
result in a material reduction in the number of Distributor Options allocable to
an individual Eligible Distributor. The number of Distributor Options allocable
to an Eligible Distributor will also decrease as the number of Eligible
Distributors at higher Executive Pin Levels increases as a proportion of all
Eligible Distributors and conversely will increase as the number of Eligible
Distributors at higher Executive Pin Levels decreases as a proportion of all
Eligible Distributors. There can be no assurance that the proportion of Eligible
Distributors at each Executive Pin Level will remain constant during the
Qualification Period. In addition, the number of Distributor Options allocable
to an Eligible Distributor will decrease as such Eligible Distributor's
compensation decreases as a proportion of total compensation paid to all
Eligible Distributors and conversely  will increase as such Eligible
Distributor's compensation increases as a proportion of total compensation paid
to all Eligible Distributors. There can be no assurance that an Eligible
Distributor's compensation will remain constant as a percentage of total
Eligible Distributor compensation during the Qualification Period. Further,
there can be no assurance that an Eligible Distributor will be able to earn
particular compensation amounts during the Qualification Period. In certain



countries, 1including Japan, the formula used in determining allocations among
distributors may be modified to comply with local regulations, which will impact
the number of Distributor Options allocated to all Eligible Distributors. The
Distributor Option program is not intended to be an Eligible Distributor's
primary source of income. An Eligible Distributor's primary income source, i.e.,
product sales and commissions, will continue to be based on the efforts of the
Eligible Distributor and his or her downline organization.

Regulatory Requirements. The availability of the Distributor Options in
each country in which NSI distributors reside is entirely dependent upon and
subject to NSI's ability to secure any necessary regulatory approvals,
qualifications or exemptions in each such country. The necessary regulatory
approvals or qualifications have not been secured in each country, and it is
anticipated that in certain countries where regulatory approvals or
qualifications have been obtained the exercisability of the Distributor Options
may be suspended until further regulatory approvals are secured. In addition, it
is possible that NSI may not be able to secure the necessary regulatory
approvals or qualifications 1in certain countries. As of the date of this
Prospectus, NSI has been wunable to secure the necessary 1legal approvals to
implement the NSI Stock Option Plan in Italy, South Korea and the United
Kingdom. In Japan, as required by law, the terms "commission" or "compensation"
for purposes of calculating Weighted Individual Compensation and Weighted Total
Compensation 1in the formula used to determine allocations of distributor
options, shall not include rebates paid on personal sales efforts or commissions
paid on personal sales volume as part of the executive fountain bonus. Due to
local legal and other requirements, the NSI Stock Option Plan as implemented in
the Netherlands and Hong Kong has been changed to provide that vested
distributor options will be exercisable for 90 days following December 31, 1997,
provided a Netherlands or Hong Kong distributor holding such options maintains
an Executive Pin Level of Gold or higher until the date of exercise. 1In certain
countries, 1including Belgium, France, Spain and possibly others, only existing
distributors and/or existing executive distributors will be allowed to
participate in the NSI Stock Option Plan. In Canada, information regarding the
NSI Stock Option Plan is permitted to be provided only to distributors with an
Executive Pin Level of Gold or higher. 1In the event the NSI Stock Option Plan
was not implemented until after commencement of the Qualification Period, or is
suspended after commencement of such period in a given country (a "Deferred
Qualification Country"), the formulas referenced above will be modified as
follows. For purposes of calculating Weighted Individual Compensation and
Weighted Total Compensation, a distributor resident in a Deferred Qualification
Country shall be deemed to have been paid during each month during the
Qualification Period for which the NSI Stock Option Plan was not implemented or
was suspended, net commissions equal to the average monthly net commissions
actually paid to such distributor during the portion of the Qualification Period
during which the NSI Stock Option Plan was implemented 1in such Deferred
Qualification Country.

Product Returns. By receiving an allocation of Distributor Options at the
end of the Qualification Period, each Eligible Distributor confirms his or her
agreement to continue to resell or personally consume at least 80% of all
products purchased by such Eligible Distributor per month. In addition, product
returns during the Qualification or Vesting Periods will reduce commission
levels and may affect distributor pin levels, consequently impacting the number
of Distributor Options received by an Eligible Distributor. 1In the event of
product returns occurring after the Qualification or Vesting Periods which would
have affected distributor pin levels or qualification for or vesting of
Distributor Options had such product returns been made during the Qualification
or Vesting Periods, NSI reserves the right to use any mechanism available to it
under the NSI distributor policies and procedures, as may be amended from time
to time, to recoup the value of the Distributor Options received by an Eligible
Distributor on the Vesting Date in excess of the value of Distributor Options
which would have vested had such returns been made prior to the Vesting Date.

Employee Stock Bonus Awards

Prior to the date of this Prospectus, the Existing Stockholders also
contributed an aggregate of 1,250,000 shares of Class A Common Stock to NSI and
its affiliates (other than the Company) for use in connection with the employee
stock bonus awards to be made by NSI and its affiliates (other than the Company)
to their respective employees in connection with the Rule 415 Offerings. The
shares of Class A Common Stock underlying each such employee stock bonus award
will be issued to the employee recipient at a rate of 25% per year commencing
one year following the date of the award, unless otherwise specified, provided
the employee recipient is still employed by NSI or one of its affiliates (other
than the Company). As of August 21, 1997, NSI and its affiliates (other than
the Company) had made stock bonus awards for 480,960 shares of Class A Common
Stock, of which awards for 19,096 shares had lapsed in connection with the
termination of the employee recipients. The Company will also issue 163,546
shares of Class A Common Stock in connection with stock bonus awards to be made
to the Company's employees pursuant to the 1996 Stock Incentive Plan on terms
substantially similar to those described above in relation to the employee stock
bonus awards to be made by NSI and its affiliates (other than the Company).
The Company has made stock bonus awards for 150,959 shares of Class A Common
Stock, of which awards for 12,413 shares have lapsed in connection with the
termination of the employee recipients.

Regulatory and Tax Issues

The availability of Distributor Options and employee stock bonus awards in
each country in which NSI distributors and/or employees reside is entirely
dependent wupon and subject to NSI's ability to secure any necessary regulatory
approvals, qualifications or exemptions in each such country. There can be no
assurance that such qualifications will be secured or, once secured, will not be
suspended. The receipt of Distributor Options and employee stock bonus awards
will also subject the recipient to potentially material income tax and capital
gains tax implications. See "Rule 415 Selling Stockholders--Regulatory and Tax
Issues" and "Certain United States Tax Consequences to Non-United States
Holders."



The Distributor Options, the shares of Class A Common Stock underlying the
Distributor Options and the employee stock bonus awards are included in this
Prospectus pursuant to Rule 415 under the Securities Act of 1933, as amended
(the "1933 Act"). The distribution of the Distributor Options will occur for
purposes of Rule 415 upon the assignment of the Distributor Options by NSI to
the distributors. The shares of Class A Common Stock will be issued by the
Company upon the exercise of the Distributor Options. The Company will not
receive any proceeds from the distribution of shares by the Company and the Rule
415 Selling Stockholders in connection with the employee stock bonus awards. The
Company will receive the proceeds from the issuance of shares in connection with

the exercise of the Distributor Options. See "Rule 415 Selling Stockholders."

Distributor Options offered by NSI(1).............. 1,605,000 Distributor Options

Common Stock underlying the Distributor Options(2). 1,605,000 shares of Class A Common Stock

Employee stock bonus awards offered by the

Rule 415 Selling Stockholders(3).............. 1,250,000 shares of Class A Common Stock

Employee stock bonus awards offered by the

COMPANY + + v vttt et s 163,546 shares of Class A Common Stock

Common Stock to be outstanding after the Rule 415
Offerings:(4)(5)

Class A Common StoCK(B)(7) .. iinnnnnnnnnnn 13,491,557 shares
Class B Common StoCK.........oiviiiiiinnennnnn 71,696,675 shares
Total Common StocK.........ovvvvuunnnn 85,188,232 shares

New York Stock Exchange symbol..................... "NUS"

Voting rights. ... .o s The Class A Common Stock and Class B Common
Stock vote as a single class on all matters,
except as otherwise required by law, with each
share of Class A Common Stock entitling its
holder to one vote and each share of Class B
Common Stock entitling its holder to ten votes.
In all other respects the holders of Class A
Common Stock and the holders of Class B Common

Stock have equal rights. All of the shares of
Class B Common Stock are owned by the Existing
Stockholders and certain of their affiliates.

After

consummation of the Rule 415 Offerings,

the Existing Stockholders and certain of their
affiliates will beneficially own shares of

common

Stock having approximately 98.2% of the

combined voting power of the outstanding shares
of Common Stock.

(1) Consists of a divisible and assignable option granted by the Company

to NSI to purchase shares of Class A Common Stock
Company by the Existing Stockholders prior to the Rule

contributed to the
415 Offerings, which

option will be divided among and assigned to distributors by NSI pursuant

to the NSI Stock Option Plan.

(2) Consists of shares of Class A Common Stock issuable upon the exercise
of the Distributor Options at an exercise price equal to 25% of the initial
price per share to the public in the Underwritten Offerings.

(3) 1Includes shares of Class A Common Stock contributed
Selling Stockholders prior to the Rule 415 Offerings
Stockholders.

to the Rule 415
by certain Existing

(4) Reflects the conversion by the Existing Stockholders prior to the Rule
415 oOfferings of (a) 1,605,000 shares of Class B Common Stock into shares
of Class A Common Stock for issuance upon the exercise of the Distributor

Stock into shares of

Options; and (b) 1,250,000 shares of Class B Common
Class A Common Stock for issuance pursuant to employee stock bonus awards.

(5) All shares of Class B Common Stock are currently held by the Existing
Stockholders and certain of their affiliates and each such share is
convertible at any time into one share of Class A Common Stock and converts
automatically into one share of Class A Common Stock (i) upon a transfer to
a person other than an Existing Stockholder or certain of the affiliates of
the Existing Stockholders, and (ii) if the number of shares of Class B
Common Stock becomes less than 10% of the aggregate number of shares of
Common Stock outstanding. See '"Description of Capital Stock--Common
Stock--Conversion."

(6) 1Includes: (a) 3,018,546 shares of Class A Common Stock issued and sold

in the Rule 415 oO0fferings (assuming the exercise of all 1,605,000
Distributor Options and the vesting of all 163,546 stock bonus awards
offered hereby by the Company to certain of its employees); (b) 10,465,000
shares of Class A Common Stock sold in the Underwritten Offerings by the
Company and the Selling Stockholders; and (c) 8,011 shares of Class A
Common Stock issued and sold by the Company pursuant to Regulation S under
the 1933 Act.

(7) Does not include: (i) 3,836,454 shares of Class A Common Stock
reserved for issuance pursuant to the 1996 Stock Incentive Plan; and (ii)
250,825 shares of Class A Common Stock subject to a stock option which was
granted to an executive officer of the Company. See "Management--1996 Stock



Incentive Plan," "Certain Relationships and Related
Transactions--Agreements and Arrangements with Management."

Forward-Looking Statements

Statements made herein under the captions "--Operating Strengths and Growth
Strategy," "Risk Factors--Seasonality and Cyclicality; Variations in Operating
Results," '"Management's Discussion and Analysis of Financial Condition and
Results of Operations," "--Seasonality and Cyclicality," "--Outlook,"
"Business--Operating Strengths," "--Growth Strategy," and "--Country Profiles"
are "forward-looking statements" within the meaning of the Private Securities
Litigation Reform Act of 1995 (the "Reform Act"). In addition, when used in this

Prospectus the words or phrases "will likely result," "expects," "intends,"
"will continue," "is anticipated," "estimates, " "projects, " "management
believes," "the Company believes" and similar expressions are intended to

identify "forward-looking statements" within the meaning of the Reform Act.
Forward-looking statements include plans and objectives of management for future
operations, including plans and objectives relating to the products and the
future economic performance and financial results of the Company. The
forward-looking statements and associated risks set forth herein relate to the:
(i) expansion of the Company's market share in its current markets; (ii)
Company's entrance into new markets; (iii) development of new products and new
product lines tailored to appeal to the particular needs of consumers in
specific markets; (iv) stimulation of product sales by introducing new products;
(v) opening of new offices, walk-in distribution centers and distributor support
centers in certain markets; (vi) promotion of distributor growth, retention and
leadership through local initiatives; (vii) wupgrading of the Company's
technological resources to support distributors; (viii) obtaining of regulatory
approvals for certain products, including LifePak; (ix) stimulation of product
purchases by inactive distributors through direct mail campaigns; (x) retention
of the Company's earnings for wuse 1in the operation and expansion of the
Company's business; and (xi) development of brand awareness and loyalty. All
forward-looking statements are subject to certain risks and uncertainties,
including those discussed under the caption "Risk Factors" herein, that could
cause actual results to differ materially from historical results and those
presently anticipated or projected. The Company wishes to caution readers not to
place undue reliance on any such forward-looking statements, which speak only as
of the date made. The Company wishes to advise readers that the important
factors listed under the caption "Risk Factors" could affect the Company's
financial performance and could cause the Company's actual results for future
periods to differ materially from any views or statements expressed with respect
to future periods. Important factors and risks that might cause such differences
include, but are not limited to, factors related to the allocation and vesting
of the Distributor Options, the decrease in the number of Distributor Options
available, the effect of product returns, restrictions on the resale of the
shares underlying the Distributor Options, regulatory and taxation risks, the
Company's reliance upon independent distributors of NSI, the potential effects
of adverse publicity, including adverse publicity regarding the Company and
other direct selling companies in South Korea, the potential negative impact of
distributor actions, currency risks, seasonal and cyclical trends, variations in
operating results, government regulation of direct selling activities,
government regulation of products and marketing, import restrictions, other
regulatory issues, 1including regulatory action against the Company or its
distributors in any of the Company's markets and particularly in South Korea,
the Company's reliance on certain distributors, the potential divergence of
interests between distributors and the Company, the Company's entering new
markets, and the introduction of new products in the Company's existing markets,
managing the Company's growth, the possible adverse effect on the Company of the
change in the status of Hong Kong, the Company's relationship with and reliance
on NSI, potential conflicts of interest between the Company and NSI, control of
the Company by the Existing Stockholders, the anti-takeover effects of dual
classes of common stock, the adverse impact of the Distributor Option program on
the Company's income, the Company's reliance on and the concentration of outside
manufacturers, the Company's reliance on the operations of and dividends and
distributions from the Subsidiaries, taxation and transfer pricing, the
potential increase in distributor compensation expense, product liability
issues, market conditions, especially in South Korea, and competition, the
Company's operations outside the U.S., the anti-takeover effects of certain
charter, contractual and statutory provisions, the existence of shares eligible
for future sale into the Company's market for the Class A Common Stock upon
exercise of the Distributor Options, the vesting of the employee stock bonus
awards and otherwise, dilution, the absence of dividends, potential adverse
effects of the Company's price increases on sales and distributor growth, the
introduction and acceptance 1in South Korea of LifePak, the Company's core IDN
product, and other risks inherent in the importation, regulation and sale of
products in the Company's markets. 1In light of the significant uncertainties
inherent in forward-looking statements, the inclusion of any such statement
should not be regarded as a representation by the Company or any other person
that the objectives or plans of the Company will be achieved. See "Risk
Factors."

Nu Skin(R), Interior Design Nutritionals(TM), IDN(R), a logo consisting of
an image of a gold fountain with the words "Nu Skin" below it, and a logo
consisting of the stylized letters "IDN" in black and red are trademarks of NSI
which are licensed to the Company. The italicized product names used in this
Prospectus are product names and also, in certain cases, trademarks and are the
property of NSI. All other tradenames and trademarks appearing 1in this

Prospectus are the property  of their respective holders. See
"Business--Relationship with NSI--Trademark/Tradename License Agreements,"
"--Licensing and Sales Agreements" and "--Korean Operating Agreements." The

principal executive offices of the Company are located at 75 West Center Street,
Provo, Utah 84601, and the Company's telephone number is (801) 345-6100.

In this Prospectus, references to "dollars" and "$" are to United States
dollars, and the terms "United States" and "U.S." mean the United States of
America, 1its states, territories, possessions and all areas subject to its



jurisdiction,

references to "yen" and "(Y)" are to Japanese yen, and references

to "won" are to South Korean won.

SUMMARY CONSOLIDATED FINANCIAL AND OTHER INFORMATION

The following

tables set forth summary

consolidated, pro forma and other

financial information of the Company.

Six Months
Year Ended September 30, Year Ended December 31, Ended June 30,
1992 1993 1994 1994(1) 1995 1996 1996 1997
(in thousands, except per share data)
Income Statement Data:
Revenue. . ... .o $42,919 $110, 624 $254,637 $264, 440 $358, 609 $678,596 $287,711  $441,010
Cost of sales.................. 14,080 38,842 86,872 82,241 96, 615 193,158 80,963 126,199
Gross profit.......cvvevnvinn.. 28,839 71,782 167,765 182,199 261,994 485,438 206,748 314,811
Operating expenses:
Distributor incentives....... 14,659 40,267 95,737 101,372 135,722 249,613 107,090 169,132
Selling, general and
administrative............. 10, 065 27,150 44,566 48,753 67,475 105,477 44,551 67,738
Distributor stock expense.... -- -- -- -- -- 1,990 -- 8,954
Operating income......... 4,115 4,365 27,462 32,074 58,797 128,358 55,107 68,987
Other income (expense), net.... 160 133 443 (394) 511 2,833 617 527
Income before provision for
income taxes........... ..., 4,275 4,498 27,905 31,680 59, 308 131,191 55,724 69,514
Provision for income taxes..... 1,503 417 10,226 10,071 19,097 49,494 20,591 25,720
Net income............... $ 2,772 $ 4,081 $ 17,679 $ 21,609 $ 40,211 $ 81,697 $ 35,133 $ 43,794
Pro forma net income per share(2)..........c.iiiiiiiniiiiiiiinnn . $.50 $1.01 $.44 $.51
Pro forma weighted average common shares outstanding..................... 80,518 81,060 80,518 85,421
Year Ended Six Months
December 31, Ended June 30,
1995 1996 1996 1997
(in thousands, except per share data)
Pro Forma Income Statement Data:(3)(4)
[ TENVZ=Y 1 10T $358, 609 $678,596 $287,711 $441,010
CoSt OF SALES. . vttt it it st e s e 96,615 193,158 80,963 126,199
GrOSS ProOTaf. v ettt ettt ettt it et et 261,994 485,438 206,748 314,811
Operating expenses:
Distributor incentives. ..... ... 135,722 249,613 107,090 169,132
Selling, general and administrative.................. 74,433 111,802 47,973 67,738
Operating INCOME . . v vttt it e e s s st nnns 51,839 124,023 51,685 77,941
Other income (expense), nNet(5).......ovviiiiiiiiinnnnns (2,298) 3,602 884 527
Income before provision for income taxes................ 49,541 127,625 52,569 78,468
Provision for income faXesS........uuuiiinnnnnnnnrnnnnnnn 19,005 44,700 18,410 29,033
Net dnCome. ... . i e $ 30,536 $ 82,925 $ 34,159 $ 49,435
Net income per share(B).......ouivriiiieen e $.36 $.97 $.40 $.58
Weighted average common shares outstanding.............. 85,377 85,377 85,377 85,377
As of
June 30, 1997
(in thousands)
Balance Sheet Data:
Cash and cash equivalentsS. ... ..ot iiiiiin ittt $ 151,375
Working capital...... ..o 107,975
TOtal @SSEES . o vttt e e s 306,807
Short term note payable to NSI........... ..ttt nnnnnns 10,000
Stockholders' eqUILY. ... e e s 161,246
As of September 30, As of December 31, As of June 30,
1992 1993 1994 1994 1995 1996 1996 1997
Other Information:(7)
Number of active distributors...... 33,000 106,000 152,000 170,000 236,000 377,000 384,000 416,000
Number of executive distributors... 649 2,788 5,835 6,083 7,550 20,483 12,446 22,520



(1) The information for the year ended December 31, 1994 is not included
in the Company's Consolidated Financial Statements included elsewhere in
this Prospectus. Such information has been presented for comparative
purposes only.

(2) Reflects the weighted average number of common shares and common share
equivalents outstanding during the periods presented assuming that the
Company's Reorganization and the resultant issuance of 80,250,000 shares of
Class B Common Stock occurred as of January 1, 1995. The weighted average
number of common shares and common share equivalents include: (i) an option
granted to an executive officer of the Company prior to the Reorganization
to purchase 267,500 shares of Class A Common Stock; (ii) the sale of
4,750,000 shares of Class A Common Stock by the Company in connection with
the Underwritten Offerings; (iii) the grant of awards for 109,000 shares of
Class A Common Stock to certain employees of the Company during November
and December 1996; and (iv) the grant of awards for 41,959 additional
shares of Class A Common Stock to certain employees of the Company during
January 1997.

(3) As part of the Reorganization, several actions occurred which impacted

the comparability of the historical financial results of the Company with
the future results of the Company. Therefore, a pro forma presentation has
been prepared to provide comparative data. The unaudited pro forma income
statement data reflect the Reorganization as if such event had occurred as
of January 1, 1995, and the following adjustments: (i) the amortization
over a 20-year period of a $25.0 million payment, consisting of $5.0
million in cash and $20.0 million in notes, to NSI for the exclusive rights
to distribute NSI products in Thailand, 1Indonesia, Malaysia, the PRC, the
Philippines, Singapore and Vietnam (the "License Fee"); (ii) the
recognition by the Company of additional charges of $4.4 million for the
year ended December 31, 1995, $4.0 million for the year ended December 31,
1996 and $2.2 million for the six months ended June 30, 1996, relating to
certain support services provided to the Company by NSI and an NSI
affiliate and certain other charges related to operating as a public
company; (iii) estimated annual compensation expense of $1.2 million
related to the employee stock bonus awards granted to employees of the
Company, NSI and its affiliates; and (iv) adjustments for U.S. Federal and
state income taxes as if the Company had been taxed as a C corporation
rather than as an S corporation since inception.

(4) The wunaudited pro forma income statement data do not reflect the
estimated non-cash  compensation expense totaling $19.9 million in
connection with the one-time grant of the Distributor Options at an
exercise price of $5.75 per share. $2.0 million of such expense was
recorded as actual distributor stock expense for the year ended December
31, 1996. An additional $9.0 million of such expense was recorded for the
six months ended June 30, 1997. Neither of these expenses has been included
in the pro forma presentation. The granting and vesting of the Distributor
Options are conditioned wupon distributor performance under the Global
Compensation Plan and the NSI 1996 Distributor Stock Option Plan. The
vesting of the Distributor Options is scheduled to occur on December 31,
1997. See '"Certain Relationships and Related Transactions--Distributor
Options," "Shares Eligible for Future Sale" and "Plan of Distribution."

(5) Pro forma other income and expense includes: (i) increased interest
expense of $2.7 million for the year ended December 31, 1995 relating to
the issuance of promissory notes (the "S Distribution Notes") of $86.5
million from the Subsidiaries' earned and undistributed S corporation
earnings through the date of the termination of the Subsidiaries' S
corporation status; (ii) increased interest expense of $0.9 million for the
year ended December 31, 1995 and $0.1 million each for the year ended
December 31, 1996 and the six months ended June 30, 1996 relating to the
issuance of $20.0 million in notes as partial payment of the License Fee
payable to NSI; and (iii) increased interest income of $0.8 million each
for the years ended December 31, 1995 and December 31, 1996 and $0.4
million for the six months ended June 30, 1996 relating to a note
receivable from NSI with an estimated principal balance of $13.1 million as
consideration for the Distributor Options.

(6) Reflects, as if all shares had been issued as of January 1, 1995, the
following: (i) 80,250,000 common shares outstanding and common share
equivalents after giving effect to the Reorganization; (ii) the sale by the
Company of 4,750,000 shares of Class A Common Stock in the Underwritten
Offerings; (iii) the grant of awards for 109,000 shares of Class A Common
Stock to certain employees of the Company; and (iv) an option granted to an
executive officer of the Company to purchase 267,500 shares of Class A
Common Stock. Supplemental income per share, calculated as if $25.0 million
of the proceeds from the Underwritten Offerings were used to repay notes
payable, had a dilutive effect of less than 2% and, therefore, 1is not
presented.

(7) Active distributors are those distributors who are resident in the
countries in which the Company operates and who have purchased products
during the three months ended as of the date indicated, rounded to the
nearest thousand. An executive distributor is an active distributor who has
submitted a qualifying letter of intent to become an executive distributor,
achieved specified personal and group sales volumes for a four month period
and maintained such specified personal and group sales volumes thereafter.

RISK FACTORS

An investment in the Distributor Options or the Class A Common Stock
involves special considerations and significant risks, including, but not
limited to, those discussed or referred to below. Prospective investors should
carefully consider the following risks and information in conjunction with the
other information contained in this Prospectus before acquiring Distributor
Options or shares of Class A Common Stock. The statements in this section and in
this Prospectus that are not historical facts are forward-looking statements.
These forward-looking statements involve certain risks and uncertainties. Actual



results and outcomes may differ materially from those discussed in this section.
Factors that might cause such differences include, but are not limited to, the
risks and important factors discussed below.

Risks Related to Allocation and Vesting of Distributor Options; Decrease in
Number of Distributor Options Available; Effect of Product Returns

Each allocation of Distributor Options made to an Eligible Distributor that
is an entity (such as a partnership or corporation) shall be made by NSI solely
to the entity, not to the owners of the entity individually. For an Eligible
Distributor's Options to vest, such Eligible Distributor will generally be
required to maintain his or her Qualifying Executive Pin Level during the
Vesting Period. If an Eligible Distributor fails to maintain his or her
Qualifying Executive Pin Level for any month during the Vesting Period, the
number of Distributor Options vested in such Eligible Distributor will be
recalculated at the end of the Vesting Period. If an Eligible Distributor falls
below the Gold Executive Pin Level at any time during the Vesting Period, all
Distributor Options held by such Eligible Distributor will be immediately
forfeited. Forfeited or declined options will not vest but will revert to NSI.
Distributor Options vested in an Eligible Distributor will become exercisable
upon receipt of written notice from NSI of the number of Distributor Options
vested in such Eligible Distributor which is currently estimated to be by
January 31, 1998, and will remain exercisable for a four-year period following
December 31, 1997, provided the Eligible Distributor maintains an Executive Pin
Level of Gold or higher until the date of exercise. No Distributor Options will
be exercisable after December 31, 2001. In certain jurisdictions, the exercise
period may be shortened to comply with local regulations. See "Plan of
Distribution--Distributor Options--Vesting" and "--Exercisability."

There can be no assurance that the number of Eligible Distributors will
remain constant during the Qualification Period. Given the fixed number of
Distributor Options available, the number of Distributor Options allocable to an
Eligible Distributor will decrease as the total number of Eligible Distributors
increases and conversely will increase as the total number of Eligible
Distributors decreases. NSI has historically experienced periods of significant
fluctuations in its total number of executive distributors and may experience
such fluctuations in the future. An increase in the total number of Eligible
Distributors during the Qualification Period could result in a material
reduction in the number of Distributor Options allocable to an individual
Eligible Distributor. The number of Distributor Options allocable to an Eligible
Distributor will also decrease as the number of Eligible Distributors at higher
executive  distributor levels increases as a proportion of all Eligible
Distributors and conversely will increase as the number of Eligible Distributors
at higher executive distributor levels decreases as a proportion of all Eligible
Distributors. There can be no assurance that the proportion of Eligible
Distributors at each executive distributor level will remain constant during the
Qualification Period. In addition, the number of Distributor Options allocable
to an Eligible Distributor will decrease as such Eligible Distributor's
compensation or rate of compensation growth decreases as a proportion of total
compensation or total compensation growth paid to all Eligible Distributors and
conversely will increase as such Eligible Distributor's compensation increases
as a proportion of total compensation or total compensation growth paid to all
Eligible Distributors. There can be no assurance that an Eligible Distributor's
compensation will remain constant as a percentage of total Eligible Distributor
compensation during the Qualification Period. Further, there can be no assurance
that an Eligible Distributor will be able to earn particular compensation
amounts during the Qualification Period.

Product returns during the Qualification or Vesting Periods will reduce
commission levels and may affect distributor levels, consequently impacting the
number of Distributor Options received by an individual distributor. 1In the
event of product returns occurring after the Qualification or Vesting Periods
which would have affected distributor levels or qualification for or vesting of
Distributor Options had such product returns been made during the Qualification
or Vesting Periods, NSI may recoup the value of the Distributor Options received
by an individual distributor on the Vesting Date in excess of the value of
Distributor Options which would have vested had such returns been made prior to
the Vesting Date. There can be no assurance that product returns will not affect
the number of Distribution Options or the value of Distribution Options received
by a distributor. See "Plan of Distribution--Distributor Options."

NSI has granted in the past, and may continue to grant in the future,
exceptions under its Global Compensation Plan permitting various distributors to
receive compensation at higher levels than they would have been entitled to
receive based exclusively on their personal and group sales volumes. Although
exceptions are discouraged, management believes that this arrangement is
important in retaining the loyalty and dedication of distributors in certain
situations. 1In keeping with this strategy, NSI intends to utilize a weighting
factor in granting Distributor Options to these individuals based on the
distributor level at which they receive commissions rather than on the level
dictated by their technical status under the Global Compensation Plan. Such a
policy may result in other distributors who have not received a similar
preference receiving fewer options than they would have received were such
exceptions not being made under the Global Compensation Plan. See "Plan of
Distribution."

Restrictions on Resale of Shares Underlying Distributor Options

By exercising any portion of their Distributor Options, each Eligible
Distributor who is granted more than 3,000 Distributor Options will agree not to
resell in any given six-month period more than 33% of the shares of Class A
Common Stock issuable upon exercise of the Distributor Options vested in each
Eligible Distributor. See "Plan of Distribution--Distributor Options."

Regulatory and Taxation Risks
The availability of Distributor Options and employee stock bonus awards in

each country in which NSI distributors and/or employees reside is entirely
dependent wupon and subject to NSI's ability to secure any necessary regulatory



approvals, qualifications or exemptions in each such country. There can be no
assurance that such approvals or qualifications will be secured or, once
secured, will not be suspended. It is possible that NSI may not be able to
secure the necessary regulatory approvals or qualifications 1in certain
countries. The receipt of Distributor Options and employee stock bonus awards
will also subject the recipient to potentially material income tax and capital
gains tax implications. The Company and its affiliates anticipate that the
Distributor Options, the shares of Class A Common Stock wunderlying the
Distributor Options and the employee stock bonus awards will be qualified in
some form pursuant to the securities laws of each jurisdiction 1in which the
Company and its affiliates operate. There can be no assurance, however, that NSI
will be able to qualify the Distributor Options and the employee stock bonus
awards in each jurisdiction or that, if qualified, the governmental authorities
in such jurisdictions will not require material modifications to the terms of
the programs as they are currently contemplated to be implemented. 1In certain
countries, including Belgium, France, Spain and possibly others, only existing
distributors and/or existing executive distributors will be allowed to
participate in the Distributor Option program. No assurances can be given as to
the timing of any governmental approvals received in connection with the
Distributor Options. 1In addition, there can be no assurance that the laws and
relevant regulations and judicial and administrative interpretations in such
jurisdictions will not change in a manner that has a material impact on the
ability of NSI to adopt or maintain such programs in such jurisdictions. The NSI
Stock Option Plan, as it is implemented or administered in any given country
where distributors of NSI reside or act as independent distributors of NSI, may
be amended or modified by NSI's board of directors from time to time to comply
with the legal requirements and restrictions of such country. See "Rule 415
Selling Stockholders--Certain U.S. Tax Consequences to Recipients of Distributor
Options and Employee Stock Bonus Awards" and "--Non U.S. Regulatory and Tax
Consequences."

Reliance Upon Independent Distributors of NSI

The Company distributes its products exclusively through independent
distributors who have contracted directly with NSI to become distributors.
Consequently, the Company does not contract directly with distributors but
licenses its distribution system and distributor force from NSI. Distributor
agreements with NSI are voluntarily terminable by distributors at any time. The
Company's revenue is directly dependent upon the efforts of these independent
distributors, and any growth in future sales volume will require an increase in
the productivity of these distributors and/or growth in the total number of
distributors. As is typical in the direct selling industry, there is turnover in
distributors from year to year, which requires the sponsoring and training of
new distributors by existing distributors to maintain or increase the overall
distributor force and motivate new and existing distributors. The Company
experiences seasonal decreases in distributor sponsoring and product sales in
some of the countries in which the Company operates because of local holidays
and customary vacation periods. The size of the distribution force can also be
particularly impacted by general economic and business conditions and a number
of intangible factors such as adverse publicity regarding the Company or NSI, or
the public's perception of the Company's products, product ingredients, NSI's
distributors or direct selling businesses in general. Historically, the Company
has experienced periodic fluctuations in the level of distributor sponsorship
(as measured by distributor applications). However, because of the number of
factors that impact the sponsoring of new distributors, and the fact that the
Company has little control over the level of sponsorship of new distributors,
the Company cannot predict the timing or degree of those fluctuations. There can
be no assurance that the number or productivity of the Company's distributors
will be sustained at current levels or increased in the future. In addition, the
number of distributors as a percent of the population in a given country or
market could theoretically reach levels that become difficult to exceed due to
the finite number of persons inclined to pursue a direct selling business
opportunity. This is of particular concern in Taiwan, where industry sources
have estimated that up to 10% of the population is already involved in some form
of direct selling.

Since distributor agreements are entered into between NSI and distributors,
all of the distributors who generate revenue for the Company are distributors of
NSI. See "--Relationship with and Reliance on NSI; Potential Conflicts of
Interest." Because distributors are independent contractors of NSI, neither NSI
nor the Company is in a position to provide the same level of direction,
motivation and oversight as either would with respect to its own employees. The
Company relies on NSI to enforce distributors policies and procedures. Although
NSI has a compliance department responsible for the enforcement of the policies
and procedures that govern distributor conduct, it can be difficult to enforce
these policies and procedures because of the large number of distributors and
their independent status, as well as the impact of regulations in certain
countries that limit the ability of NSI and the Company to monitor and control
the sales practices of distributors.

Potential Effects of Adverse Publicity

The size of the distribution force and the results of the Company's
operations can be particularly impacted by adverse publicity regarding the
Company or NSI, or their competitors, including publicity regarding the legality
of network marketing, the quality of the Company's products and product
ingredients or those of its competitors, regulatory investigations of the
Company or the Company's competitors and their products, distributor actions and
the public's perception of NSI's distributors and direct selling businesses
generally.

In 1991 and 1992, NSI was the subject of investigations by various
regulatory agencies of eight states. All of the investigations were concluded
satisfactorily. However, the publicity associated with the investigations
resulted in a material adverse impact on NSI's results of operations. The denial
by the Malaysian government in 1995 of the Company's business permit
applications due to distributor actions resulted in adverse publicity for the
Company. In South Korea, a coalition of consumer groups recently announced a
public boycott against the Company's largest international competitor in this



market. These groups have claimed that this competitor has violated South Korean
laws barring comparisons between products and has made unjustified environmental
claims about its products. Various trade groups have also attacked this
competitor's direct marketing methods. In addition, the South Korean government
and certain consumer and trade organizations have expressed concerns which have
attracted media attention regarding South Korean consumption of luxury and
foreign products, 1in general. Although the Company has not been subject to
similar attacks, the Company believes that the adverse publicity resulting from
these claims and media campaigns has and may continue to adversely affect the
direct selling dindustry and the Company's South Korean operations. See
"--Seasonality and Cyclicality; Variations in Operating Results." There can be
no assurance that the Company will not be subject to adverse publicity in the
future as a result of regulatory investigations or actions, whether of the
Company or its competitors, distributor actions, actions of competitors or other
factors or that such adverse publicity will not have a material adverse effect

on the Company's business or results of operations. See "--Government Regulation
of Direct Selling Activities," "--Government Regulation of Products and
Marketing," "--Other Regulatory Issues" and "--Entering New Markets."

Potential Negative Impact of Distributor Actions

Distributor actions can negatively impact the Company and its products.
From time to time, the Company receives 1inquiries from regulatory agencies
precipitated by distributor actions. For example, in October 1995, the Company's
business permit applications were denied by the Malaysian government as the
result of activities by certain NSI distributors before required government
approvals could be secured. NSI subsequently terminated the distributorship
rights of some of the distributors involved and elected to withdraw from the
Malaysian market for a period of time. The denial by the Malaysian government of
the Company's business permit applications resulted in adverse publicity for the
Company. See "--Other Regulatory Issues." Distributor activities in other
countries in which the Company has not commenced operations may similarly result
in an inability to secure, or delay in securing required regulatory and business
permits. See "Business--New Market Opportunities." In addition, the publicity
which can result from a variety of potential distributor activities such as
inappropriate earnings claims, product representations or improper importation
of Nu Skin products from other markets, can make the sponsoring and retaining of
distributors more difficult, thereby negatively  impacting sales. See
"--Potential Effects of Adverse Publicity." Furthermore, the Company's business
and results of operations could be adversely affected if NSI terminates a
significant number of distributors or certain distributors who play a key role
in the Company's distribution system. There can be no assurance that these or
other distributor actions will not have a material adverse effect on the
Company's business or results of operations.

Currency Risks

The Company's foreign-derived sales and selling, general and administrative
expenses are converted to U.S. dollars for reporting purposes. Consequently, the
Company's reported earnings are significantly impacted by changes in currency
exchange rates, generally increasing with a weakening dollar and decreasing with
a strengthening dollar. In addition, the Company purchases inventory from NSI in
U.S. dollars and assumes currency exchange rate risk with respect to such
purchases. Local currency in Japan, Taiwan, Hong Kong, South Korea and Thailand
is generally used to settle non-inventory transactions with NSI. Given the
uncertainty of the extent of exchange rate fluctuations, the Company cannot
estimate the effect of these fluctuations on its future business, product
pricing, results of operations or financial condition. However, because nearly
all of the Company's revenue is realized in local currencies and the majority of
its cost of sales is denominated in U.S. dollars, the Company's gross profits
will be positively affected by a weakening in the U.S. dollar and will be
negatively affected by a strengthening in the U.S. dollar.

The Company believes that a variety of complex factors impact the value of
local currencies relative to the U.S. dollar including, without Ilimitation,
interest rates, monetary policies, political environments, and relative economic
strengths. The Company believes that an increase in the short-term interest rate
by the U.S. Federal Reserve Board in early 1997 contributed to the strengthening
of the U.S. dollar against the yen in the first four months of 1997. In order to
partially offset the anticipated effect of these currency fluctuations, the
Company implemented a price increase on certain of its products of between 5%
and 9% on average. There can be no assurance that these price increases will not
adversely affect the Company's results of operations by decreasing consumer
demand for the Company's products or that the Company will be able to effect
additional price increases in the future to offset the impact of future currency
fluctuations. There can be no assurance that future currency fluctuations will
not result in similar concerns or adversely affect the performance of the price
of the Class A Common Stock. Although the Company tries to reduce its exposure
to fluctuations in foreign exchange rates by using hedging transactions, such
transactions may not entirely offset the impact of currency fluctuations.
Accordingly, 1in the face of a strengthening of the U.S. dollar, the Company's
earnings will be adversely affected. The Company does not use hedging
transactions for trading or speculative purposes. See "Management's Discussion
and Analysis of Financial Condition and Results of Operations--Currency
Fluctuation and Exchange Rate Information."

Seasonality and Cyclicality; Variations in Operating Results

While neither seasonal nor cyclical variations have materially affected the
Company's results of operations to date, the Company believes that its rapid
growth may have overshadowed these factors. Accordingly, there can be no
assurance that seasonal or cyclical variations will not materially adversely
affect the Company's results of operations in the future.

The direct selling industry in Asia is impacted by certain seasonal trends
such as major cultural events and vacation patterns. For example, sales are
generally affected by local New Year celebrations in Japan, Taiwan, Hong Kong,
South Korea and Thailand, which occur in the Company's first quarter. Management
believes that direct selling in Japan is also generally negatively impacted



during August, when many individuals traditionally take vacations.

Generally, the Company has experienced rapid revenue growth in each new
market from the commencement of operations. In Japan, Taiwan and Hong Kong, the
initial rapid revenue growth was followed by a short period of stable or
declining revenue followed by renewed growth fueled by new product
introductions, an increase in the number of active distributors and increased
distributor productivity. The Company believes that a similar pattern is
currently occurring in its operations in South Korea, where the Company
experienced a significant decline in its second quarter revenue from revenue in
the first quarter of 1997 and anticipates an additional significant decline in
the third quarter of 1997. The Company believes that the anticipated revenue
decline is partially reflective of the typical business cycle experienced in new
markets and partially the result of other factors specific to South Korea. These
other factors include recent activities by the South Korean government and
campaigns by a coalition of consumer protection and trade organizations against
producers of luxury and foreign goods, in general, and certain network marketing
companies, in particular, that have drawn negative media attention. Although the
Company has not been the focus of these campaigns, management believes that they
have negatively impacted the business environment generally. See "--Potential
Effects of Adverse Publicity." An additional factor which the Company believes
has contributed to revenue decline in South Korea is the focus of key
distributors on other recently-opened markets, including Thailand.

In addition, the Company may experience variations on a quarterly basis in
its results of operations, as new products are introduced and new markets are
opened. There can be no assurance that current revenue and productivity trends
will be maintained in any of these markets or that future results of operations
will follow historical performance. Furthermore, no assurances can be given that
the Company's revenue growth rate in Thailand, which commenced operations in
March 1997, or in new markets where operations have not commenced, will follow
this pattern.

Government Regulation of Direct Selling Activities

Direct selling activities are regulated by various governmental agencies.
These laws and regulations are generally intended to prevent fraudulent or
deceptive schemes, often referred to as "pyramid" or "chain sales" schemes, that
promise quick rewards for little or no effort, require high entry costs, use
high pressure recruiting methods and/or do not involve legitimate products. 1In
Japan, the Company's distribution system is regulated under the "Door-to-Door"
Sales Law, which requires the submission of specific information concerning the
Company's business and products and which provides certain cancellation and
cooling-off rights for consumers and new distributors. Management has been
advised by counsel that in some respects Japanese laws are becoming more
restrictive with respect to direct selling in Japan. In Taiwan, the Fair Trade
Law (and the Enforcement Rules and Supervisory Regulations of Multi-Level Sales)
requires the Company to comply with registration procedures and also provides
distributors with certain rights regarding cooling-off periods and product
returns. The Company also complies with South Korea's strict Door-to-Door Sales
Act, which requires, among other things, the regular reporting of revenue, the
registration of distributors together with the issuance of a registration card,
and the maintaining of a current distributor registry. This law also limits the
amount of commissions that a registered multi-level marketing company can pay to
its distributors to 35% of revenue in a given month. In Thailand, general fair
trade laws impact direct selling and multi-level marketing activities.

In April 1997, the South Korean Ministry of Trade, Industry and Energy
("MOTIE") commenced a review of the largest foreign and domestic-owned network
marketing companies in South Korea, including Nu Skin Korea. The purposes of the
review were stated to be to monitor how companies are operating and to audit
current business practices. Although the MOTIE has not issued a report in
connection with the industry or Nu Skin Korea, the Company does not believe that
this review will adversely affect its ability to conduct business in South
Korea.

Based on research conducted 1in opening its existing markets (including
assistance from local counsel), the nature and scope of inquiries from
government regulatory authorities and the Company's history of operations in
such markets to date, the Company believes that its method of distribution is in
compliance in all material respects with the laws and regulations relating to
direct selling activities of all of the countries in which the Company currently
operates. Many countries, however, including Singapore, one of the Company's
potential markets, currently have laws in place that would prohibit the Company
and NSI from conducting business in such markets. There can be no assurance that
the Company will be allowed to conduct business in each of the new markets or
continue to conduct business in each of its existing markets licensed from NSI.
See "--Entering New Markets."

Government Regulation of Products and Marketing; Import Restrictions

The Company and NSI are subject to or affected by extensive governmental
regulations not specifically addressed to network marketing. Such regulations
govern, among other things, (i) product formulation, labeling, packaging and
importation, (ii) product claims and advertising, whether made by the Company,
NSI or NSI distributors, (iii) fair trade and distributor practices, (iv) taxes,
transfer pricing and similar regulations that affect foreign taxable income and
customs duties, and (v) regulations governing foreign companies generally.

with the exception of a small percentage of revenues in Japan, virtually
all of the Company's sales historically have been derived from products
purchased from NSI. All of those products historically have been imported into
the countries in which they were wultimately sold. The countries in which the
Company currently conducts business impose various 1legal restrictions on
imports. In Japan, the Japanese Ministry of Health and Welfare ("MOHW") requires
the Company to possess an import business license and to register each personal
care product imported into the country. Packaging and labeling requirements are
also specified. The Company has had to reformulate many products to satisfy MOHW
regulations. In Japan, nutritional foods, drugs and quasi-drugs are all strictly



regulated. The chief concern involves the types of claims and representations
that can be made regarding the efficacy of nutritional products. In Taiwan, all
"medicated" cosmetic and pharmaceutical products require registration. In Hong
Kong and Macau, "pharmaceutical" products are strictly regulated. 1In South
Korea, the Company is subject to and has obtained the mandatory certificate of
confirmation as a qualified importer of cosmetics under the Pharmaceutical
Affairs Law as well as additional product approvals for each of the 45
categories of cosmetic products which it imports. Each new cosmetic product
undergoes a 60-day post-customs inspection during which, 1in addition to
compliance with ingredient requirements, each product is inspected for
compliance with South Korean labeling requirements. There can be no assurance
that these or other applicable regulations will not prevent the Company from
introducing new products into its markets or require the reformulation of
existing products.

In Thailand, personal care products are regulated by the Food and Drug
Association and the Ministry of Public Health and all of the Nu Skin personal
care products introduced in this market have qualified for simplified approval
procedures under Thai law.

The Company has not experienced any difficulty maintaining its import
licenses but has experienced complications regarding health and safety and food
and drug regulations for nutritional products. Many products require
reformulation to comply with local requirements. 1In addition, new regulations
could be adopted or any of the existing regulations could be changed at any time
in a manner that could have a material adverse effect on the Company's business
and results of operations. Duties on imports are a component of national trade
and economic policy and could be changed in a manner that would be materially
adverse to the Company's sales and its competitive position compared to
locally-produced goods, in particular in countries such as Taiwan, where the
Company's products are already subject to high customs duties. 1In addition,
import restrictions in certain countries and jurisdictions 1limit the Company's
ability to import products from NSI. In some jurisdictions, such as the PRC,
regulators may prevent the importation of Nu Skin and IDN products altogether.
Present or future health and safety or food and drug regulations could delay or
prevent the introduction of new products into a given country or marketplace or
suspend or prohibit the sale of existing products in such country or
marketplace.

Other Regulatory Issues

As a U.S. entity operating through subsidiaries in foreign jurisdictions,
the Company is subject to foreign exchange control and transfer pricing laws
that regulate the flow of funds between the Subsidiaries and the Company, as
well as the flow of funds to NSI for product purchases, management services and
contractual obligations such as payment of distributor commissions. The Company
believes that it operates in compliance with all applicable customs, foreign
exchange control and transfer pricing laws. However, there can be no assurance
that the Company will continue to be found to be operating in compliance with
foreign customs, exchange control and transfer pricing laws, or that such laws
will not be modified, which, as a result, may require changes in the Company's
operating procedures.

As 1is the case with most network marketing companies, NSI and the Company
have from time to time received inquiries from various government regulatory
authorities regarding the nature of their business and other issues such as
compliance with local business opportunity and securities laws. Although to date
none of these inquiries has resulted in a finding materially adverse to the
Company or NSI, adverse publicity resulting from inquiries into NSI operations
by certain government agencies 1in the early 1990's, stemming in part out of
inappropriate product and earnings claims by distributors, materially adversely
affected NSI's business and results of operations. There can be no assurance
that the Company or NSI will not face similar inquiries in the future which,
either as a result of findings adverse to the Company or NSI or as a result of
adverse publicity resulting from the instigation of such inquiries, could have a
material adverse effect on the Company's business and results of operations. See
"--Potential Effects of Adverse Publicity."

The Subsidiaries are periodically subject to reviews and audits by various
governmental agencies, particularly in new markets, where the Company has
experienced high rates of growth. Recently, the South Korean Ministry of Trade,
Industry and Energy commenced an examination of the largest foreign and domestic
owned network marketing companies in South Korea, including Nu Skin Korea. The
purposes of the examination were stated to be to monitor how companies are
operating and to audit current business practices. In addition, Nu Skin Korea
has been subject to an audit by the South Korean Customs Service. Management
believes that this audit was precipitated largely as a result of Nu Skin Korea's
rapid growth and its position as the largest importer of cosmetics and personal
care products in South Korea as well as by recent South Korean trade imbalances.
The Customs Service has reviewed a broad range of issues relating to the
operations of Nu Skin Korea, with a focus on reviewing customs valuation issues
and intercompany payments. Recently, the Customs Service has resolved certain
issues related to its audit without imposing sanctions. The intercompany payment
issue was referred to various other government agencies, which are currently
reviewing this issue. The import valuation issues, which management considers to
be routine in light of the Company's extensive import and export activities,
were referred to the valuation division of the Customs Service. The Company
continues to believe that its actions have been in compliance 1in all material
respects with relevant regulations. Although the potential sanctions related to
the investigations include warnings, fines, foreign exchange restrictions or
potential criminal prosecution of managers, the Company believes that none of
the sanctions would have a material adverse impact on operations. However, the
investigations and any related sanctions could result in negative publicity that
could have a material adverse impact on the Company and its operations. The
Company is not aware of any negative publicity to date in South Korea regarding
these developments. The Company intends to continue to vigorously contest these
matters. See "--Potential Negative Impact of Distributor Actions." Management
believes that other major importers of cosmetic products are also the focus of
regulatory reviews by South Korean authorities.



Businesses which are more than 50% owned by non-citizens are not permitted
to operate in Thailand unless they have an Alien Business Permit, which is
frequently difficult to obtain. The Company is currently operating under the
Treaty of Amity and Economic Relations between Thailand and the United States
(the "Treaty of Amity"). Under the Treaty of Amity, an Alien Business Permit is
not required if a Thailand business 1is owned by an entity organized in the
United States, a majority of whose owners are U.S. citizens or entities. From
time to time, it has been reported that certain Thailand government officials
have considered supporting the termination of the Treaty of Amity. There can be
no assurance that, if the Treaty of Amity were terminated, the Company would be
able to obtain an Alien Business Permit and continue operations in Thailand.

Based on the Company's and NSI's experience and research (including
assistance from counsel) and the nature and scope of inquiries from government
regulatory authorities, the Company believes that it is in material compliance
with all regulations applicable to the Company. Despite this belief, either the
Company or NSI could be found not to be in material compliance with existing
regulations as a result of, among other things, the considerable interpretative
and enforcement discretion given to regulators or misconduct by independent
distributors. 1In 1994, NSI and three of its distributors entered into a consent
decree with the United States Federal Trade Commission (the "FTC") with respect
to its investigation of certain product claims and distributor practices,
pursuant to which NSI paid approximately $1 million to settle the FTC
investigation. In August 1997, NSI reached a settlement with the FTC with
respect to certain product claims and its compliance with the 1994 consent
decree pursuant to which settlement NSI paid $1.5 million to FTC. NSI also
recently voluntarily agreed to recall and rewrite virtually all of its sales and
marketing materials to address FTC concerns. Even though neither the Company nor
the Subsidiaries has encountered similar regulatory concerns, there can be no
assurances that the Company and the Subsidiaries will not be subject to similar
inquiries and regulatory investigations or disputes and the effects of any
adverse publicity resulting therefrom. Any assertion or determination that
either the Company, NSI or any NSI distributors are not in compliance with
existing laws or regulations could potentially have a material adverse effect on
the Company's business and results of operations. In addition, in any country or
jurisdiction, the adoption of new laws or regulations or changes in the
interpretation of existing laws or regulations could generate negative publicity
and/or have a material adverse effect on the Company's business and results of
operations. The Company cannot determine the effect, if any, that future
governmental regulations or administrative orders may have on the Company's
business and results of operations. Moreover, governmental regulations in
countries where the Company plans to commence or expand operations may prevent,
delay or limit market entry of certain products or require the reformulation of
such products. Regulatory action, whether or not it results in a final
determination adverse to the Company or NSI, has the potential to create
negative publicity, with detrimental effects on the motivation and recruitment
of distributors and, consequently, on the Company's sales and earnings. See
"--Potential Effects of Adverse Publicity," "--Entering New Markets" and
"Business--Government Regulation--Regulation of Products and Marketing."

Reliance on Certain Distributors; Potential Divergence of Interests between
Distributors and the Company

The Company's Global Compensation Plan allows distributors to sponsor new
distributors. The sponsoring of new distributors creates multiple distributor
levels in the network marketing structure. Sponsored distributors are referred
to as "downline" distributors within the sponsoring distributor's "downline
network." If downline distributors also sponsor new distributors, additional
levels of downline distributors are created, with the new downline distributors
also becoming part of the original sponsor's '"downline network." As a result of
this network marketing distribution system, distributors develop relationships
with other distributors, both within their own countries and internationally.
The Company believes that its revenue is generated from thousands of distributor
networks. However, the Company estimates that, as of June 30, 1997,
approximately 340 distributorships worldwide comprised NSI's two highest
executive distributor levels (Hawaiian Blue Diamond and Blue Diamond
distributors). These distributorships have developed extensive downline networks
which consist of thousands of sub-networks. Together with such networks, these
distributorships account for substantially all of the Company's revenue.
Consequently, the 1loss of such a high-level distributor or another key
distributor together with a group of leading distributors in such distributor's
downline network, or the loss of a significant number of distributors for any
reason, could adversely affect sales of the Company's products, impair the
Company's ability to attract new distributors and adversely impact earnings.

Under the Global Compensation Plan, a distributor receives commissions
based on products sold by the distributor and by participants in the
distributor's worldwide downline network, regardless of the country in which
such participants are located. The Company, on the other hand, receives revenues
based almost exclusively on sales of products to distributors within the
Company's markets. So, for example, if a distributor located in Japan sponsors a
distributor in Europe, the Japanese distributor could receive commissions based
on the sales made by the European distributor, but the Company would not receive
any revenue since the products would have been sold outside of the Company's
markets. The interests of the Company and distributors therefore diverge
somewhat in that the Company's primary objective is to maximize the amount of
products sold within the Company's markets, while the distributors' objective is
to maximize the amount of products sold by the participants in the distributors'
worldwide downline networks. The Company and NSI have observed that the
commencement of operations in a new country tends to distract the attention of
distributors from the established markets for a period of time while key
distributors begin to build their downline networks within the new country. NSI
is currently contemplating opening operations in additional countries outside of
the Company's markets. To the extent distributors focus their energies on
establishing downline networks in these new countries, and decrease their focus
on building organizations within the Company's markets, the Company's business
and results of operations could be adversely affected. Furthermore, the Company
itself is currently contemplating opening new markets. In the event distributors



focus on these new markets, sales in existing markets might be adversely
affected. There can be no assurance that these new markets will develop or that
any increase in sales in new markets will not be more than offset by a decrease
in sales in the Company's existing markets.

Entering New Markets

As part of its growth strategy, the Company has acquired from NSI the right
to act as NSI's exclusive distribution vehicle in Indonesia, Malaysia, the PRC,
the Philippines, Singapore and Vietnam. The Company has undertaken a preliminary
review of the laws and regulations to which its operations would be subject in
Indonesia, Malaysia, the PRC, the Philippines, Singapore and Vietnam. The
Company has announced its intention to commence operations in the Philippines in
1998. Given existing regulatory environments and economic conditions, the
Company's entrance into Singapore and Vietnam is not anticipated in the short to
mid-term. The regulatory and political climate in the other countries for which
the Company has the right to act as NSI's exclusive distributor is such that a
replication of the Company's current operating structure cannot be guaranteed.
Because the Company's personal care and nutritional product lines are positioned
as premium product lines, the market potential for the Company's product lines
in relatively less developed countries, such as the PRC and Vietnam, remains to
be determined. Modifications to each product line may be needed to accommodate
the market conditions in each country, while maintaining the integrity of the
Company's products. No assurance can be given that the Company will be able to
obtain necessary regulatory approvals to commence operations 1in these new
markets, or that, once such approvals are obtained, the Company and NSI, upon
which the Company is largely dependent for product development assistance, will
be able to successfully reformulate Nu Skin personal care and IDN product lines
in any of the Company's new markets to attract local consumers.

Each of the proposed new markets will present additional unique
difficulties and challenges. The PRC, for example, has proven to be a
particularly difficult market for foreign corporations due to its extensive
government regulation and the historical political tenets of the PRC government.
In order to enter the market in the PRC, the Company may be required to enter
into a joint venture enterprise with a Chinese entity and to establish a local
manufacturing presence, which will entail a significant investment on the
Company's part. The Company believes that the PRC national regulatory agency
responsible for direct selling periodically reviews the regulation of
multi-level marketing. These reviews may lead to changes in applicable
regulations. Therefore, it is not known when or whether the Company will be able
to implement business models consistent with those used by the Company in other
markets. The Company will 1likely have to apply for 1licenses on a province by
province basis, and the repatriation of the Company's profits will be subject to
restrictions on currency conversion and the fluctuations of the government
controlled exchange rate. The extensive fragmentation of distribution systems in
the PRC may also force the Company to significantly change its business models.
The lack of a comprehensive legal system and the uncertainties of enforcement of
existing legislation and laws could also have an adverse effect on the Company's
proposed business in the PRC.

The other potential new markets also present significant regulatory,
political and economic obstacles to the Company. In Singapore, for example,
network marketing is currently illegal and is not permitted under any
circumstances. Although the Company believes that this restriction will
eventually be relaxed or repealed, no assurance can be given that such
regulation will not remain in place and that the Company will not be permanently
prevented from initiating sales 1in Singapore. In addition, Malaysia has
governmental guidelines that have the effect of limiting foreign ownership of
direct selling companies operating in Malaysia to no more than 30%. There can be
no assurance that the Company will be able to properly structure Malaysian
operations to comply with this policy. 1In October of 1995, the Company's
business permit applications were denied by the Malaysian government as a result
of activities by certain NSI distributors. Therefore, the Company believes that
although significant opportunities exist to expand its operations into new
markets, there can be no assurance that these or other difficulties will not
prevent the Company from realizing the benefits of this opportunity.

Managing Growth

The Company has experienced rapid growth since operations in Hong Kong
commenced in 1991. The management challenges imposed by this growth include
entry into new markets, growth in the number of employees and distributors,
expansion of facilities necessary to accommodate growth and additions and
modifications to the Company's product lines. To manage these changes
effectively, the Company may be required to hire additional management and
operations personnel and to improve its operational, financial and management
systems. For example, the dramatic growth in South Korea has led to operational
strains. While the Company is currently implementing numerous programs to
address these issues, there can be no assurance that the rapid growth in South
Korea will not result in further operational strains or that the Company's other
markets will not experience similar problems in the future that could adversely
affect the Company's business and results of operations.

Possible Adverse Effect on the Company of the Change in the Status of Hong Kong

The Company has offices and a portion of its operations in Hong Kong.
Effective July 1, 1997, the exercise of sovereignty over Hong Kong was
transferred from the Government of the United Kingdom of Great Britain and
Northern Ireland (the "United Kingdom"), to the government of the PRC pursuant
to the Sino-British Joint Declaration on the Question of Hong Kong (the "Joint
Declaration"), and Hong Kong became a Special Administrative Region (SAR) of the
PRC. The Joint Declaration provides that Hong Kong will be directly under the
authority of the government of the PRC but Hong Kong will enjoy a high degree of
autonomy except in foreign and defense affairs, and that Hong Kong will be
vested with executive, legislative and independent judicial power. The Joint
Declaration also provides that the current social and economic systems in Hong
Kong will remain unchanged for 50 years after June 30, 1997 and that Hong Kong
will retain the status of an international financial center. Although sales in



Hong Kong accounted for less than 5% of the Company's revenues for the year
ended December 31, 1996, Hong Kong serves as the location for the Company's
regional offices and an important base of operations for many of the Company's
most successful distributors whose downline distributor networks extend into
other Asian markets. Any adverse effect on the social, political or economic
systems in Hong Kong resulting from this transfer could have a material adverse
effect on the Company's business and results of operations. Although the Company
does not anticipate any material adverse change in the business environment in
Hong Kong resulting from the 1997 transfer of sovereignty, the Company has
formulated contingency plans to transfer the Company's regional office to
another jurisdiction in the event that the Hong Kong business environment is so
affected.

Relationship with and Reliance on NSI; Potential Conflicts of Interest

NSI has ownership and control of the NSI trademarks, tradenames, the Global
Compensation Plan, distributor lists and related intellectual property and
know-how (collectively, the "Licensed Property"), and licenses to the Company
rights to use the Licensed Property in certain markets. NSI and its affiliates
currently operate in 15 countries, excluding the countries in which the Company
currently operates, and will continue to market and sell Nu Skin personal care
and IDN nutritional products in these countries, as well as in additional
countries outside of the Company's markets, through the network marketing
channel. Thus the Company cannot use the NSI trademarks to expand into other
markets for which the Company does not currently have a license without first
obtaining additional licenses or other rights from NSI. There can be no
assurance that NSI will make any additional markets available to the Company or
that the terms of any new licenses from NSI will be acceptable to the Company.

NSI has 1licensed to the Company, through the Subsidiaries, rights to
distribute Nu Skin and IDN products and to use the Licensed Property in the
Company's markets, and Nu Skin International Management Group, Inc. ("NSIMG"),
an affiliate of NSI, will provide management support services to the Company and
the Subsidiaries, pursuant to distribution, trademark/tradename license,
licensing and sales, and management services agreements (the "Operating
Agreements"). The Company relies on NSI for research, development, testing,
labeling and regulatory compliance for products sold to the Company under the
distribution agreements, and virtually all of the Company's revenues are derived
from products and sales aids purchased from NSI pursuant to these agreements.
NSIMG provides the Company with a variety of management and consulting services,
including, but not limited to, management, legal, financial, marketing and
distributor support/training, public relations, international expansion, human
resources, strategic planning, product development and operations administration
services. Each of the Operating Agreements (other than the distribution,
trademark/tradename license and 1licensing and sales agreements for Nu Skin
Korea, which have shorter terms), is for a term ending December 31, 2016, and is
subject to renegotiation after December 31, 2001, in the event that the Selling
Stockholders and their affiliates, on a combined basis, no longer beneficially
own a majority of the combined voting power of the outstanding shares of Common
Stock of the Company or of the common stock of NSI. The Company 1is almost
completely dependent on the Operating Agreements to conduct its business, and in
the event NSI is wunable or wunwilling to perform its obligations under the
Operating Agreements, or terminates the Operating Agreements as provided
therein, the Company's business and results of operations will be adversely
affected. See "Business--Relationship with NSI."

After consummation of the Rule 415 Offerings, approximately 98.2% of the
combined voting power of the outstanding shares of Common Stock will be held by
the Existing Stockholders and certain of their affiliates. Consequently, the
Existing Stockholders and certain of their affiliates will have the ability,
acting in concert, to elect all directors of the Company and approve any action
requiring approval by a majority of the stockholders of the Company. Certain of
the Existing Stockholders also own 100% of the outstanding shares of NSI. As a
result of this ownership, the Existing Stockholders who are also shareholders of
NSI will consider the short-term and the long-term impact of all stockholder
decisions on the consolidated financial results of NSI and the Company. See
"--Control by Existing Stockholders; Anti-Takeover Effects of Dual Classes of
Common Stock."

The Operating Agreements were approved by the Board of Directors of the
Company, which was, except with respect to the approval of the Operating
Agreements with Nu Skin Thailand, composed entirely of individuals who were also
officers and shareholders of NSI at the time of approval. The Operating
Agreements with Nu Skin Thailand were approved by a majority of the
disinterested directors of the Company. In addition, some of the executive
officers of the Company are also executive officers of NSI. It is expected that
a number of the Company's executive officers will continue to spend a portion of
their time on the affairs of NSI, for which they will continue to receive
compensation from NSI.

Concurrently with the Underwritten Offerings, the Company purchased from
NSI for $25.0 million the exclusive rights to distribute Nu Skin personal care
and IDN products in Thailand, Indonesia, Malaysia, the PRC, the Philippines,
Singapore and Vietnam. The Company has paid $15.0 million of this amount, and
the remaining $10.0 million of this amount is due in January 1998.

In view of the substantial relationships between the Company and NSI,
conflicts of interest may exist or arise with respect to existing and future
business dealings, including, without limitation, the relative commitment of
time and energy by the executive officers to the respective businesses of the
Company and NSI, potential acquisitions of businesses or properties, the
issuance of additional securities, the election of new or additional directors
and the payment of dividends by the Company. There can be no assurance that any
conflicts of interest will be resolved in favor of the Company. Under Delaware
and Utah law, a person who is a director of both the Company and NSI owes
fiduciary duties to both corporations and their respective shareholders. As a
result, persons who are directors of both the Company and NSI are required to
exercise their fiduciary duties in light of what they believe to be best for
each of the companies and its shareholders. See "Certain Relationships and



Related Transactions."

Control by Existing Stockholders; Anti-Takeover Effect of Dual Classes of
Common Stock

Because of the relationship between the Company and NSI, management elected
to structure the capitalization of the Company in such a manner as to minimize
the possibility of a change in control of the Company without the consent of the
Existing Stockholders. Consequently, the shares of Class B Common Stock enjoy
ten to one voting privileges over the shares of Class A Common Stock until the
outstanding shares of Class B Common Stock constitute less than 10% of the total
outstanding shares of Common Stock. After consummation of the Rule 415
Offerings, the Existing Stockholders and certain of their affiliates will
collectively own 100% of the outstanding shares of the Class B Common Stock,
representing approximately 98.2% of the combined voting power of the outstanding
shares of Common Stock. Accordingly, the Existing Stockholders and certain of
their affiliates, acting fully or partially in concert, will have the ability to
control the election of the Board of Directors of the Company and thus the
direction and future operations of the Company without the supporting vote of
any other stockholder of the Company, including decisions regarding acquisitions
and other business opportunities, the declaration of dividends and the issuance
of additional shares of Class A Common Stock and other securities. NSI is a
privately-held company, all of the shares of which are owned by certain of the
Existing Stockholders. As 1long as the shareholders of NSI are majority
stockholders of the Company, assuming they act in concert, third parties will
not be able to obtain control of the Company through purchases of shares of
Class A Common Stock. See "Description of Capital Stock."

Adverse Impact on Company Income Due to Distributor Option Program

Prior to the Underwritten Offerings, the Existing Stockholders converted
1,605,000 shares of Class B Common Stock to Class A Common Stock and contributed
such shares of Class A Common Stock to the Company. The Company granted to NSI
options to purchase such shares of Class A Common Stock (the "Distributor
Options"), and NSI offered these options to qualifying distributors of NSI. The
Exercise Price for each Distributor Option is $5.75, which is 25% of the initial
price per share to the public of the Class A Common Stock in the Underwritten
offerings. The vesting of the Distributor Options 1is subject to certain
conditions, and the Distributor Options have been registered along with the
shares of Class A Common Stock underlying such Distributor Options pursuant to
Rule 415 under the 1933 Act. See "Business--Distributor Option Program" and
"Plan of Distribution".

The Company estimates a total pre-tax non-cash compensation expense of
$19.9 million in connection with the grant of the Distributor Options. This
non-cash compensation expense will result in a corresponding impact on net
income and net income per share, which may also result in a corresponding impact
on the market price of the Class A Common Stock. See "Shares Eligible for Future
Sale."

Reliance on and Concentration of Outside Manufacturers

Virtually all the Company's products are sourced through NSI and are
produced by manufacturers wunaffiliated with NSI. The Company currently has
little or no direct contact with these manufacturers. The Company's profit
margins and its ability to deliver its existing products on a timely basis are
dependent upon the ability of NSI's outside manufacturers to continue to supply
products 1in a timely and cost-efficient manner. Furthermore, the Company's
ability to enter new markets and sustain satisfactory levels of sales in each
market is dependent in part upon the ability of suitable outside manufacturers
to reformulate existing products, if necessary to comply with local regulations
or market environments, for introduction into such markets. Finally, the
development of additional new products in the future will likewise be dependent
in part on the services of suitable outside manufacturers.

The Company currently acquires products or ingredients from sole suppliers
or suppliers that are considered by the Company to be the superior suppliers of
such ingredients. The Company believes that, in the event it is unable to source
any products or ingredients from its current suppliers, the Company could
produce such products or replace such products or substitute ingredients without
great difficulty or prohibitive increases in the cost of goods sold. However,
there can be no assurance that the loss of such a supplier would not have a
material adverse effect on the Company's business and results of operations.

with respect to sales to the Company, NSI currently relies on two
unaffiliated manufacturers to produce approximately 70% and 80% of its personal
care and nutritional products, respectively. NSI has a written agreement with
the primary supplier of the Company's personal care products that expires at the
end of 1997. An extension to such contract is currently being negotiated. NSI
does not currently have a written contract with the primary supplier of the
Company's nutritional products. The Company believes that in the event that
NSI's relationship with any of its key manufacturers is terminated, NSI will be
able to find suitable replacement manufacturers. However, there can be no
assurance that the loss of either manufacturer would not have a material adverse
effect on the Company's business and results of operations.

Reliance on Operations of and Dividends and Distributions from Subsidiaries

The Company 1is a holding company without operations of its own or
significant assets other than ownership of 100% of the capital stock of each of
the Subsidiaries. Accordingly, an important source of the Company's income will
be dividends and other distributions from the Subsidiaries. Each of the
Subsidiaries has its operations in a country other than the United States, the
country in which the Company is organized. In addition, each of the Subsidiaries
receives its revenues in the local currency of the country or jurisdiction in
which it is situated. As a consequence, the Company's ability to obtain
dividends or other distributions is subject to, among other things, restrictions
on dividends under applicable 1local laws and regulations, and foreign currency
exchange regulations of the country or jurisdictions in which the Subsidiaries



operate. The Subsidiaries' ability to pay dividends or make other distributions
to the Company is also subject to their having sufficient funds from their
operations legally available for the payment of such dividends or distributions
that are not needed to fund their operations, obligations or other business
plans. Because the Company will be a stockholder of each of the Subsidiaries,
the Company's claims as such will generally rank junior to all other creditors
of and claims against the Subsidiaries. In the event of a Subsidiary's
liquidation, there may not be assets sufficient for the Company to recoup its
investment in such Subsidiary.

Taxation Risks and Transfer Pricing

The Company is subject to taxation in the United States, where it is
incorporated, at a statutory corporate federal tax rate of 35.0% plus any
applicable state income taxes. 1In addition, each Subsidiary 1is subject to
taxation in the country in which it operates, currently ranging from a statutory
tax rate of 57.9% in Japan to 16.5% in Hong Kong. The Company is eligible to
receive foreign tax credits in the U.S. for the amount of foreign taxes actually
paid in a given period. In the event that the Company's operations in high tax
jurisdictions such as Japan grow disproportionately to the rest of the Company's
operations, the Company will be unable to fully utilize its foreign tax credits
in the U.S., which could, accordingly, result in the Company paying a higher
overall effective tax rate on its worldwide operations.

Because the Subsidiaries operate outside of the United States, the Company
is subject to the jurisdiction of numerous foreign tax authorities. 1In addition
to closely monitoring the Subsidiaries' locally based income, these tax
authorities regulate and restrict various corporate transactions, 1including
intercompany transfers. The Company believes that the tax authorities in Japan
and South Korea are particularly active in challenging the tax structures of
foreign corporations and their intercompany transfers. The Company is currently
undergoing audits in South Korea. See "--Government Regulation of Products and
Marketing; Import Restrictions" and "--Other Regulatory Issues." Although the
Company believes that its tax and transfer pricing structures are in compliance
in all material respects with the laws of every jurisdiction in which it
operates, no assurance can be given that these structures will not be challenged
by foreign tax authorities or that such challenges or any required changes in
such structures will not have a material adverse effect on the Company's
business or results of operations.

Increase in Distributor Compensation Expense

Under the Licensing and Sales Agreements (the "Licensing and Sales
Agreements") between each of the Subsidiaries and NSI, the Company, through its
Subsidiaries, is contractually obligated to pay a distributor commission expense
of 42% of commissionable product sales (with the exception of South Korea where,
due to government regulations, the Company uses a formula based upon a maximum
payout of 35% of commissionable product sales). The Licensing and Sales
Agreements provide that the Company is to satisfy this obligation by paying
commissions owed to local distributors. 1In the event that these commissions
exceed 42% of commissionable product sales, the Company is entitled to receive
the difference from NSI. In the event that the commissions paid are lower than
42%, the Company must pay the difference to NSI. Under this formulation, the
Company's total commission expense is fixed at 42% of commissionable product
sales in each country (except for South Korea). The 42% figure has been set on
the basis of NSI's experience over the past eight years during which period
actual commissions paid in a given year together with the cost of administering
the Global Compensation Plan have ranged between 41% and 43% of commissionable
product sales for such year (averaging approximately 42%). In the event that
actual commissions payable to distributors from sales in the Company's markets
vary from these historical results, whether as a result of changes in
distributor behavior or changes to the Global Compensation Plan or in the event
that NSI's cost of administering the Global Compensation Plan increases or
decreases, the Licensing and Sales Agreements provide that the intercompany
settlement figure may be modified to more accurately reflect actual results.
This could result in the Company becoming obligated to make greater settlement
payments to NSI under the Licensing and Sales Agreements. Such additional
payments could adversely affect the Company's results of operations. Because the
Company licenses the right to use the Global Compensation Plan from NSI, the
structure of the plan, including commission rates, is under the control of NSI.

Product Liability

The Company may be subject, under applicable 1laws and regulations, to
liability for loss or injury caused by its products. The Company's Subsidiaries
are currently covered for product 1liability claims to the extent of and under
insurance programs maintained by NSI for their benefit and for the benefit of
its affiliates purchasing NSI products. Accordingly, NSI maintains a policy
covering product liability claims for itself and its affiliates with a $1
million per claim and $1 million annual aggregate limit and an umbrella policy
with a $40 million per claim and $40 million annual aggregate limit. Although
the Company has not been the subject of material product liability claims and
the laws and regulations providing for such liability in the Company's markets
appear to have been seldom utilized, no assurance can be given that the Company
may not be exposed to future product liability claims, and, if any such claims
are successful, there can be no assurance that the Company will be adequately
covered by insurance or have sufficient resources to pay such claims. The
Company does not currently maintain its own product liability policy.

Competition

The markets for personal care and nutritional products are large and
intensely competitive. The Company competes directly with companies that
manufacture and market personal care and nutritional products in each of the
Company's product 1lines. The Company competes with other companies in the
personal care and nutritional products industry by emphasizing the value and
premium quality of the Company's products and the convenience of the Company's
distribution system. Many of the Company's competitors have much greater name



recognition and financial resources than the Company. In addition, personal care
and nutritional products can be purchased in a wide variety of channels of
distribution. While the Company believes that consumers appreciate the
convenience of ordering products from home through a sales person or through a
catalog, the buying habits of many consumers accustomed to purchasing products
through traditional retail channels are difficult to change. The Company's
product offerings in each product category are also relatively small compared to
the wide variety of products offered by many other personal care and nutritional
product companies. There can be no assurance that the Company's business and
results of operations will not be affected materially by market conditions and
competition in the future.

The Company also competes with other direct selling organizations, some of
which have longer operating histories and higher visibility, name recognition
and financial resources. The leading network marketing company in the Company's
markets is Amway Corporation and its affiliates. The Company competes for new
distributors on the basis of the Global Compensation Plan and its premium
quality products. Management envisions the entry of many more direct selling
organizations into the marketplace as this channel of distribution expands over
the next several years. The Company has been advised that certain large,
well-financed corporations are planning to launch direct selling enterprises
which will compete with the Company in certain of its product lines. There can
be no assurance that the Company will be able to successfully meet the
challenges posed by this increased competition.

The Company competes for the time, attention and commitment of its
independent distributor force. Given that the pool of individuals interested in
the business opportunities presented by direct selling tends to be limited in
each market, the potential pool of distributors for the Company's products is
reduced to the extent other network marketing companies successfully recruit
these individuals into their businesses. Although management believes that the
Company offers an attractive business opportunity, there can be no assurance
that other network marketing companies will not be able to recruit the Company's
existing distributors or deplete the pool of potential distributors in a given
market.

Operations Outside the United States

The Company's revenues and most of its expenses are recognized primarily
outside of the United States. Therefore, the Company is subject to transfer
pricing regulations and foreign exchange control, taxation, customs and other
laws. The Company's operations may be materially and adversely affected by
economic, political and social conditions in the countries in which it operates.
A change in policies by any government in the Company's markets could adversely
affect the Company and its operations through, among other things, changes in
laws, rules or regulations, or the interpretation thereof, confiscatory
taxation, restrictions on currency conversion, currency repatriation or imports,
or the expropriation of private enterprises. Although the general trend in these
countries has been toward more open markets and trade policies and the fostering
of private business and economic activity, no assurance can be given that the
governments in these countries will continue to pursue such policies or that
such policies will not be significantly altered in future periods. This could be
especially true in the event of a change in leadership, social or political
disruption or upheaval, or unforeseen circumstances affecting economic,
political or social conditions or policies. The Company is aware of news
releases in South Korea in 1996, for example, reporting comments by political
figures proposing restrictions on foreign direct sellers designed to protect the
market share of local companies. There can be no assurance that such activities,
or other similar activities in the Company's markets, will not result in passage
of legislation or the enactment of policies which could materially adversely
affect the Company's operations in these markets. In addition, the Company's
ability to expand its operations 1into the new markets for which it has received
an exclusive license to distribute NSI products will directly depend on its
ability to secure the requisite government approvals and comply with the local
government regulations in each of those countries. The Company has in the past
experienced difficulties 1in obtaining such approvals as a result of certain
actions taken by its distributors, and no assurance can be given that these or
similar problems will not prevent the Company from commencing operations in
those countries. See "--Entering New Markets."

Anti-Takeover Effects of Certain Charter, Contractual and Statutory Provisions

The Board of Directors is authorized, subject to certain limitations, to
issue without further consent of the stockholders up to 25,000,000 shares of
preferred stock with rights, preferences and privileges designated by the Board
of Directors. See "Description of Capital Stock--Preferred Stock." In addition,
the Company's Certificate of Incorporation requires the approval of 66 2/3% of
the outstanding voting power of the Class A Common Stock and the Class B Common
Stock to authorize or approve certain change of control transactions. See
"Description of Capital Stock--Common Stock--Voting Rights" and "--Mergers and
Other Business Combinations." The Company's Certificate of Incorporation and
Bylaws also contain certain provisions that limit the ability to call special
meetings of stockholders and the ability of stockholders to bring business
before or to nominate directors at a meeting of stockholders. See "Description
of Capital Stock--Other Charter and Bylaw Provisions." Pursuant to the 1996
Stock Incentive Plan, in the event of certain change of control transactions the
Board of Directors has the right, under certain circumstances, to accelerate the
vesting of options and the expiration of any restriction periods on stock
awards. See "Management--1996 Stock Incentive Plan." Finally, the Operating
Agreements with NSI and NSIMG are subject to renegotiation after December 31,
2001 upon a change of control of the Company. Any of these actions, provisions
or requirements could have the effect of delaying, deferring or preventing a
change of control of the Company. See "Business--Relationship with NSI--General
Provisions."

The Company is subject to the provisions of Section 203 of the General
Corporation Law of the State of Delaware (the "Anti-Takeover Law") regulating
corporate  takeovers. The  Anti-Takeover Law prevents certain Delaware



corporations, including those whose securities are listed on the New York Stock
Exchange, from engaging, under certain circumstances, in a "business
combination" (which includes a merger of more than 10% of the corporations'
assets) with an "interested stockholder" (a stockholder who, together with
affiliates and associates, within the prior three years did own 15% or more of
the corporation's outstanding voting stock) for three years following the date
that such stockholder became an "interested stockholder," wunless the "business
combination" or "interested stockholder" is approved in a prescribed manner. A
Delaware corporation may "opt out" of the Anti-Takeover Law with an express
provision in its original certificate of incorporation or an express provision
in its certificate of incorporation or bylaws resulting from a stockholders'
amendment approved by at least a majority of the outstanding voting shares. The
Company has not "opted out" of the provisions of the Anti-Takeover Law.

Shares Eligible for Future Sale

Sales of a substantial number of shares of Class A Common Stock in the
public market following the Rule 415 Offerings could adversely affect the market
price for the Class A Common Stock. See '"Description of Capital Stock" and
"Shares Eligible for Future Sale."

Dilution

The Exercise Price of the Distributor Options is $5.75. At this price,
investors exercising Distributor Options to purchase shares of Class A Common
Stock in the Rule 415 Offerings will incur immediate dilution of $4.03 per
share. See "Dilution."

Absence of Dividends

The Company does not anticipate that any dividends will be declared on its
Common Stock in the immediate future. The Company intends from time to time to
re-evaluate this policy based on its net income and its alternative uses for
retained earnings, if any. Any future declaration of dividends will be subject
to the discretion of the Board of Directors of the Company and subject to
certain limitations under the General Corporation Law of the State of Delaware.
The timing, amount and form of dividends, if any, will depend, among other
things, on the Company's results of operations, financial condition, cash
requirements and other factors deemed relevant by the Board of Directors of the
Company. There can be no assurance regarding the timing or payment of any future
dividends by the Company. It is anticipated that any dividends, 1if declared,
will be paid in U.S. dollars. The Company, as a holding company, will be
dependent on the earnings and cash flow of, and dividends and distributions
from, the Subsidiaries to pay any cash dividends or distributions on the Class A
Common Stock that may be authorized by the Board of Directors of the Company.
See "--Reliance on Operations of and Dividends and Distributions from
Subsidiaries" and "Dividend Policy."

USE OF PROCEEDS

The net proceeds from the issuance of shares of Class A Common Stock by the
Company in connection with the exercise of the Distributor Options are estimated
to be approximately $9.2 million (assuming the exercise of all 1,605,000
Distributor Options). The Company will not receive any proceeds from the
distribution of shares of Class A Common Stock by the Company and the Rule 415
Selling Stockholders in connection with the employee stock bonus awards. The
Rule 415 Selling Stockholders will pay all expenses in connection with the Rule
415 Offerings.

The Company anticipates that the net proceeds of the Rule 415 Offerings
will be used for general corporate purposes, which may include additional
capital expansion projects. Pending such use, the Company intends to invest the
proceeds from the Rule 415 Offerings in short-term, interest bearing, investment
grade instruments.

DIVIDEND POLICY

The Company does not anticipate that any dividends will be declared on its
Common Stock in the immediate future. The Company intends from time to time to
re-evaluate this policy based on its net income and its alternative uses for
retained earnings, if any. Any future declaration of dividends will be subject
to the discretion of the Board of Directors of the Company and subject to
certain limitations under the General Corporation Law of the State of Delaware
(the "DGCL"). The timing, amount and form of dividends, if any, will depend,
among other things, on the Company's results of operations, financial condition,
cash requirements and other factors deemed relevant by the Board of Directors of
the Company. It is anticipated that any dividends, if declared, will be paid in
U.S. dollars. The Company, as a holding company, will be dependent on the
earnings and cash flow of, and dividends and distributions from, the
Subsidiaries to pay any cash dividends or distributions on the Class A Common
Stock that may be authorized by the Board of Directors of the Company. See
"Certain United States Tax Consequences to Non-United States Holders." Holders
of Class A Common Stock and holders of Class B Common Stock will share equally
in any dividends declared by the Board of Directors. See "Risk Factors--Absence
of Dividends" and "--Reliance on Operations of and Dividends and Distributions
from Subsidiaries" and "Description of Capital Stock--Common Stock--Dividends"
and "--Preferred Stock."

PRICE RANGE OF CLASS A COMMON STOCK

The Company's Class A Common Stock trades on the NYSE under the symbol
"NUS" and was listed for the first time on November 21, 1996. Prior to that
date, there was no public market for the Company's Class A Common Stock. The
following table is based upon information available to the Company and sets
forth the range of the high and low closing sales prices for the Company's Class
A Common Stock.

Sales Price



High Low

1996
Fourth Quarter (from November 21, 1996)..........covvuvuunnn $30.88 $26.50
1997
FArsSt QUANter . vttt e e ettt e ettt $30.88 $24.13
SeCoNd QUAN T . v ittt e e e $28.13 $24.00
Third Quarter (through July 15, 1997)......tviiuirnnnnnnnnnn $27.06 $23.81

The approximate number of holders of record of the Company's Class A Common
Stock as of July 15, 1997 was 486. This number does not represent the actual
number of beneficial owners of shares of the Company's Class A Common Stock
because shares are frequently held in "street name" by securities dealers and
others for the benefit of individual owners who have the right to vote their
shares. The last reported sale price of the Class A Common Stock on the New York
Stock Exchange on August 28, 1997, was $23.75.

CAPITALIZATION

The following table sets forth the cash and cash equivalents, the
short-term debt and capitalization of the Company as of June 30, 1997, and as
adjusted to reflect the issuance and sale by the Company of shares of Class A
Common Stock in the Rule 415 Offerings and the application of the net proceeds
therefrom. The information below should be read in conjunction with the
Consolidated Financial Statements and the related notes thereto and
"Management's Discussion and Analysis of Financial Condition and Results of
Operations" and the pro forma financial statements included elsewhere in this
Prospectus.

As of June 30, 1997
As
Actual(1) Adjusted(2)
(in thousands, except
share amounts)

Cash and cash equivalentsS(3) . ...t iiiiien it $151, 375 $160, 604

Short-term notes payable to related parties(3).................. $ 10,000 $ 10,000

Stockholders' equity:

Preferred Stock, par value $.001 per share,

25,000,000 shares authorized, no shares

issued and outstanding. ........ovviuiiit i $ -- $ --
Class A Common Stock, par value $.001 per share,

500,000,000 shares authorized, 11,723,011 and

13,491,557 shares issued and outstanding actual

and as adjusted, respectively............iiiiiiiiiiiiiann 12 13
Class B Common Stock, par value $.001 per share,

100,000,000 shares authorized, 71,696,675 shares

issued and outstanding actual and as adjusted............ 72 72
Additional paid-in capital..........uiiiiiiiiiiii 137,876 147,103
Cumulative foreign currency translation adjustment.......... (5,857) (5,857)
Retained earningsS. ... ...t e 55,287 55,287
Deferred compensation. ...... ..ottt iiiinn it (13,005) (13,005)
Note receivable from NSI........c.uuuiiinnnnn e (13,139) (13,139)

Total stockholders' equity........... .. iiiiiiiinnnnnnnn 161, 246 170,474

Total capitalization..........ouiiiiiiiiiie i $161, 246 $170,474

(1) Does not include 3,836,454 shares of Class A Common Stock reserved for
issuance pursuant to the 1996 Stock Incentive Plan and 250,825 shares of
Class A Common Stock subject to a stock option which was granted to an
executive officer of the Company. See '"Management--1996 Stock Incentive
Plan" and "Certain Relationships and Related Transactions--Agreements and
Arrangements with Management."

(2) Assumes the exercise of all 1,605,000 Distributor Options at the Exercise
Price of $5.75 and the vesting of all 163,546 stock bonus awards offered
hereby by the Company to certain of its employees. The Rule 415 Selling
Stockholders will pay all expenses in connection with the Rule 415
Offerings. However, does not reflect the repayment to the Company by NSI of
the $13.1 million 10-year note for the purchase of an option to purchase
1.6 million shares of Class A Common Stock. It is anticipated that the note
will be repaid as distributors begin to exercise their options beginning in
1998. See "Management's Discussion and Analysis of Financial Condition and
Results of Operations--Liquidity and Capital Resources."

(3) The $10.0 million note payable to NSI related to the License Fee is due
January 15, 1998.

DILUTION

The net tangible book value of the Company at June 30, 1997 was
approximately $137.0 million, or $1.64 per share of Common Stock. After giving
effect to the issuance of the 1,768,546 shares of Class A Common Stock offered
hereby by the Company (assuming the exercise of all 1,605,000 Distributor



Options and the vesting of all 163,546 stock bonus awards offered by the Company
to certain of its employees), and the application of the estimated net proceeds
therefrom as set forth under "Use of Proceeds," the pro forma net tangible book
value of the Company as adjusted at June 30, 1997 would have been approximately
$146.3 million, or $1.72 per share. See "Use of Proceeds." This represents an
immediate dilution of $4.03 per share to individuals exercising the Distributor
Options at the Exercise Price of $5.75. See "Risk Factors--Dilution." The
following table illustrates the per share dilution:

Exercise Price of the Distributor Options........................ $5.75
Net tangible book value per share at June 30, 1997............. $1.64
Increase in net tangible book value per share attributable to

the Rule 415 Offerings. .. ... ..ttt .08

Net tangible book value, as adjusted, per share after the

Rule 415 Offerings. ..... .ot it 1.72
Dilution per share to individuals exercising Distributor Options

in the Rule 415 Offerings........ovviiiniiiii it $4.03

The following table summarizes on a pro forma basis as of June 30, 1997 the
difference between the number of shares of Common Stock purchased from the
Company, the total consideration paid and the average price per share paid by
the Existing Stockholders and by the recipients of the employee stock bonus

awards in the Rule 415 Offerings and individuals exercising Distributor Options
in the Rule 415 Offerings.

Shares Purchased Total Consideration Average
Price
Number Percent Amount Percent Per Share
Existing Stockholders(1)...... 71,696,675(2) 96% $ --(3) --% $ --
Recipients of the employee
stock bonus awards(4)....... 1,413,546 2 $ -- -- --
Individuals exercising the
Distributor Options(5)...... 1,605,000 2 9,228,750 100 5.75
Total...ovvvininnnnnn. 74,715,221 100% $9, 228,750 100%

(1) The term Existing Stockholders does not include an executive officer of the
Company who exercised a portion of an option and acquired 16,675 shares
pursuant to such exercise following the Reorganization and who sold such
shares in the Underwritten Offerings.

(2) Excludes 5,698,325 shares sold by the Existing Stockholders, 16,675 shares
sold by an executive officer of the Company after partial exercise of an
option, and 4,750,000 shares sold by the Company in connection with the
Underwritten Offerings.

(3) The cash consideration paid by the Existing Stockholders has been reduced
by distributions previously made to the Existing Stockholders and certain
distributions to be received by the Existing Stockholders out of the
aggregate net proceeds of the Underwritten Offerings and the Rule 415
offerings. See "Use of Proceeds."

(4) 1Includes 1,250,000 shares which the Existing Stockholders contributed to
NSI and its affiliates (other than the Company) for subsequent issuance in
connection with employee stock bonus awards and 163,546 shares to be issued
by the Company to employees as stock bonus awards.

(5) 1Includes 1,605,000 shares which the Existing Stockholders contributed to
the Company for issuance upon exercise of the Distributor Options.

SELECTED CONSOLIDATED FINANCIAL AND OTHER INFORMATION

The following selected consolidated financial data and other information as
of December 31, 1995 and 1996 and for the fiscal year ended September 30, 1994,
for the three months ended December 31, 1994 and for the years ended December
31, 1995 and 1996 have been derived from the Company's Consolidated Financial
Statements, which have been audited by Price Waterhouse LLP, independent
accountants, included elsewhere 1in this Prospectus. The pro forma income
statement data for the fiscal years ended December 31, 1995 and 1996 and for the
six months ended June 30, 1996 have been derived from the Company's Unaudited
Pro Forma Consolidated Statements of Income, included elsewhere in this
Prospectus. The consolidated financial data as of September 30, 1993, and for
the fiscal year then ended, and as of September 30, 1994 and as of December 31,
1994 are derived from the consolidated financial statements of the Company,
which have been audited but are not contained herein. The financial data as of
September 30, 1992 and for the fiscal year ended September 30, 1992 and for the
year ended December 31, 1994 and as of June 30, 1997 and for the six months
ended June 30, 1996 and 1997 are unaudited. Interim results, in the opinion of
management, include all adjustments (consisting solely of normal recurring
adjustments) necessary to present fairly the financial information for such
periods; however, such results are not necessarily indicative of the results
which may be expected for any other interim period or for a full year. This
information should be read in conjunction with "Management's Discussion and
Analysis of Financial Condition and Results of Operations" and the Consolidated
Financial Statements and the related notes thereto included elsewhere in this



Prospectus.

Year Ended
1992 1
Income Statement Data:
Revenue............c.cuuuunn $42,919 $11
Cost of sales............. 14,080 3
Gross profit.............. 28,839 7
Operating expenses:
Distributor
incentives.......... 14,659 4
Selling, general and
administrative...... 10,065 2
Distributor stock
EXPENSE. . v vt --
Operating income.......... 4,115
Other income (expense),
net....... oo 160
Income before provision
for income taxes....... 4,275
Provision for income
EAXES. v v et 1,503
Net income................ $2,772 $

Pro forma net income per share(2)
Pro forma weighted average common shares o

Pro Forma Income Statement Data: (3)(4)
Revenue
Cost of sales

Gross profit

Operating expenses:
Distributor incentives
Selling,

general and administrative

Operating income
Other income(expense), net(5)

Income before
Provision for

provision for income taxes
income taxes

Pro forma net income

Pro forma net income per share(6).........

income per share(6)

Weighted average common shares outstanding....

Balance Sheet Data:
Cash and cash equivalents
Working capital
Total assets
Short term notes payable to stockholders
Short term note payable to NSI
Long term note payable to NSI
Stockholders' equity

Three
Months
September 30, Ended Year Ended December 31,
——————————————— December B e
993 1994 31, 1994 1994(1) 1995 1996
(in thousands, except per share data)
0,624 $254, 637 $73,562 $264,440  $358,609 $678,596
8,843 86,872 19, 607 82,241 96, 615 193,158
1,782 167,765 53,955 182,199 261,994 485,438
0,267 95,737 27,950 101,372 135,722 249,613
7,150 44,566 13,545 48,753 67,475 105,477
-- -- -- -- -- 1,990
4,365 27,462 12, 460 32,074 58,797 128,358
133 443 (813) (394) 511 2,833
4,498 27,905 11,647 31,680 59, 308 131,191
417 10,226 2,730 10,071 19,097 49,494
4,081 $17,679 $8,917 $21, 609 $40, 211 $81, 697
.................................................. $.50 $1.01
utstanding.......... . i i 80,518 81,060
Year Ended Six Months
December 31, Ended June 30,
1995 1996 1996 1997
(in thousands, except per share data)
.... $ 358,609 $ 678,596 $ 287,711 $ 441,010
Cea 96,615 193,158 80,963 126,199
ca 261,994 485,438 206,748 314,811
e 135,722 249,613 107,090 169,132
e 74,433 111,802 47,973 67,738
R 51,839 124,023 51,685 77,941
Cee (2,298) 3,602 884 527
ca 49,541 127,625 52,569 78,468
Cee 19, 005 44,700 18,410 29,033
... $ 30,536 $ 82,925 $ 34,159 $ 49,435
e $.36 $.97 $.40 $.58
85,377 85,377 85,377 85,377
As of September 30, As of December 31,
1992 1993 1994 1994 1995 1996
(in thousands)
. $ 1,553 $14,591 $18,077 $16, 288 $63,213  $207,106
. 1,026 (504) 15,941 26,680 47,863 66,235
. 10,236 41,394 71,565 61,424 118,228 331,715
-- -- -- -- -- 71, 487
. -- -- -- -- -- 10, 000
. -- -- -- -- -- 10, 000
. 2,749 6,926 24,934 33,861 61,771 107,792

As of September 30,

As of December 31,

Six Months
Ended
June 30,
1996 1997
$287,711 $441,010
80,963 126,199
206,748 314,811
107,090 169,132
44,551 67,738
-- 8,954
55,107 68,987
617 527
55,724 69,514
20,591 25,720
$35,133 $43,794
$.44 $.51
80,518 85,421
As of
June 30,
1997
$151, 375
107,975
306, 807
10, 000
161, 246

As of June 30,



Other Information:(7)
Number of active distributors..... 33,000 106, 000 152,000 170, 000 236,000 377,000 384,000 416,000
Number of executive distributors.. 649 2,788 5,835 6,083 7,550 20,483 12,446 22,520

(1) The information for the year ended December 31, 1994 is not included in the
Company's Consolidated Financial Statements included elsewhere in this
Prospectus. Such information has been presented for comparative purposes
only.

(2) Reflects the weighted average number of common shares and common share
equivalents outstanding during the periods presented assuming that the
Company's Reorganization and the resultant issuance of 80,250,000 shares of
Class B Common Stock occurred as of January 1, 1995. The weighted average
number of common shares and common share equivalents include: (i) an option
granted to an executive officer of the Company prior to the Reorganization
to purchase 267,500 shares of Class A Common Stock; (ii) the sale of
4,750,000 shares of Class A Common Stock by the Company in connection with
the Underwritten Offerings; (iii) the grant of awards for 109,000 shares of
Class A Common Stock to certain employees of the Company during November
and December 1996; and (iv) the grant of awards for 41,959 additional
shares of Class A Common Stock to certain employees of the Company during
January 1997.

(3) As part of the Reorganization, several actions occurred which impacted the
comparability of the historical financial results of the Company with the
future results of the Company. Therefore, a pro forma presentation has been
prepared to provide comparative data. The wunaudited pro forma income
statement data reflect the Reorganization as if such event had occurred as
of January 1, 1995, and the following adjustments: (i) the amortization
over a 20-year period of a $25.0 million payment, consisting of $5.0
million in cash and $20.0 million in notes, to NSI for the exclusive rights
to distribute NSI products in Thailand, 1Indonesia, Malaysia, the PRC, the
Philippines, Singapore and Vietnam; (ii) the recognition by the Company of
additional charges of $4.4 million for the year ended December 31, 1995,
$4.0 million for the year ended December 31, 1996 and $2.2 million for the
six months ended June 30, 1996, relating to certain support services
provided to the Company by NSI and an NSI affiliate and certain other
charges related to operating as a public company; (iii) estimated annual
compensation expense of $1.2 million related to the employee stock bonus
awards granted to employees of the Company, NSI and its affiliates; and
(iv) adjustments for U.S. Federal and state income taxes as if the Company
had been taxed as a C corporation rather than as an S corporation since
inception.

(4) The unaudited pro forma income statement data do not reflect the estimated
non-cash compensation expense totaling $19.9 million in connection with the
one-time grant of the Distributor Options at an exercise price of $5.75 per
share. $2.0 million of such expense was recorded as actual distributor
stock expense for the year ended December 31, 1996. An additional $9.0
million of such expense was recorded for the six months ended June 30,
1997. Neither of these expenses has been included 1in the pro forma
presentation. The granting and vesting of the Distributor Options are
conditioned upon distributor performance under the Global Compensation Plan
and the NSI 1996 Distributor Stock Option Plan. The vesting of the
Distributor Options 1is scheduled to occur on December 31, 1997. See
"Certain Relationships and Related Transactions--Distributor Options,"
"Shares Eligible for Future Sale" and "Plan of Distribution."

(5) Pro forma other income and expense includes: (i) increased interest expense
of $2.7 million for the year ended December 31, 1995 relating to the
issuance of the S Distribution Notes of $86.5 million from the
Subsidiaries' earned and undistributed S corporation earnings through the
date of the termination of the Subsidiaries' S corporation status; (ii)
increased interest expense of $0.9 million for the year ended December 31,
1995 and $0.1 million each for the year ended December 31, 1996 and the six
months ended June 30, 1996 relating to the issuance of $20.0 million in
notes as partial payment of the License Fee payable to NSI; and (iii)
increased interest income of $0.8 million each for the years ended December
31, 1995 and December 31, 1996 and $0.4 million for the six months ended
June 30, 1996 relating to a note receivable from NSI with an estimated
principal balance of $13.1 million as consideration for the Distributor
Options.

(6) Reflects, as if all shares had been issued as of January 1, 1995, the
following: (i) 80,250,000 common shares outstanding and common share
equivalents after giving effect to the Reorganization; (ii) the sale by the
Company of 4,750,000 shares of Class A Common Stock in the Underwritten
offerings; (iii) the grant of awards for 109,000 shares of Class A Common
Stock to certain employees of the Company; and (iv) an option granted to an
executive officer of the Company to purchase 267,500 shares of Class A
Common Stock. Supplemental income per share, calculated as if $25.0 million
of the proceeds from the Underwritten Offerings were used to repay notes
payable, had a dilutive effect of less than 2% and, therefore, 1is not
presented.

(7) Active distributors are those distributors who are resident in the
countries in which the Company operates and who have purchased products
during the three months ended as of the date indicated, rounded to the
nearest thousand. An executive distributor is an active distributor who has
submitted a qualifying letter of intent to become an executive distributor,
achieved specified personal and group sales volumes for a four month period
and maintained such specified personal and group sales volumes thereafter.



MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

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

General

Nu Skin Asia Pacific 1is a network marketing company involved in the
distribution and sale of premium quality, innovative personal care and
nutritional products. The Company is the exclusive distribution vehicle for Nu
Skin International in the countries of Japan, Taiwan, Hong Kong (including
Macau), South Korea and Thailand, where the Company currently has operations,
and in Indonesia, Malaysia, the PRC, the Philippines, Singapore and Vietnam,
where operations have not commenced. Until September 30, 1994, the Company's
fiscal year ended on September 30 of each year. As of October 1, 1994, the
Company changed its fiscal year end to December 31 of each year, beginning with
the fiscal year ended December 31, 1995.

The Company's revenue is primarily dependent upon the efforts of a network
of independent distributors who purchase products and sales materials from the
Company in their local currency and who constitute the Company's customers. The
Company recognizes revenue when products are shipped and title passes to these
independent distributors. Revenue is net of returns, which have historically
been less than 3.0% of gross sales. Distributor incentives are paid to several
levels of distributors on each product sale. The amount and recipient of the
incentive varies depending on the purchaser's position within the Global
Compensation Plan. These incentives are classified as operating expenses. The
following table sets forth revenue information for the time periods indicated.
This table should be reviewed in connection with the tables presented under
"Results of Operations" which disclose distributor incentives and other costs
associated with generating the aggregate revenue presented.

Date Year Ended December 31,
Operations = s--emeememeeeeeeeaaoaoo

Country Commenced 1994 1995 1996

(in millions)

JAPAN. .ttt April 1993 $172.9 $231.5 $380.0
Taiwan. ... vv i s January 1992 79.2 105.4 154.6
South Korea........ovviiiinnnnnn. February 1996 -- -- 122.4
HONG KONG .+ttt it eie e eieieennnns September 1991 10.9 17.1 17.0
Thailand.........cooviiiiin s March 1997 -- -- --
Sales to NSI affiliates(1)....... January 1993 1.4 4.6 4.6

Total revenue................. $264.4 $358.6 $678.6

Six Months
Ended June 30,

1996

Australia and New Zealand.

Revenue generated in Japan and Taiwan represented 59.3% and 20.7%,
respectively, of total revenue generated during the six months ended June 30,
1997. The Company's South Korean operations, which commenced in February 1996,
generated 14.3% of total revenue for the six months ended June 30, 1997. Revenue
generated 1in Hong Kong during the six months ended June 30, 1997 represented
2.2% of total Company revenue. Revenue from the first four months of operations
in Thailand represented 3.0% of total Company revenue for the six months ended
June 30, 1997. Operating expenses have increased in each country with the growth
of the Company's revenue.

Cost of sales primarily consists of the cost of products purchased from NSI
(in U.S. dollars) as well as duties related to the importation of such products.
Additionally, cost of sales includes the cost of sales materials sold to
distributors at or near cost. Sales materials are generally purchased in local
currencies. As the sales mix changes between product categories and sales
materials, cost of sales and gross profit may fluctuate to some degree due
primarily to varying import duty rates levied on imported product lines. In each
of the Company's current markets, duties are generally higher on nutritional
products than on personal care products. Also, as currency exchange rates
fluctuate, the Company's gross margin will fluctuate. In general, however, costs
of sales move proportionately with revenue.

Distributor incentives are the Company's most significant expense. Pursuant
to the Operating Agreements with NSI, the Company and the Subsidiaries are
contractually obligated to pay a distributor commission expense of 42.0% of
commissionable product sales (with the exception of South Korea, where, due to
government regulations, the Company uses a formula based upon a maximum payout
of 35.0% of commissionable product sales). The Licensing and Sales Agreements
provide that the Company is to satisfy this obligation by paying commissions
owed to local distributors. 1In the event that these commissions exceed 42.0% of
commissionable product sales, the Company is entitled to receive the difference
from NSI. 1In the event that the commissions paid are lower than 42.0%, the
Company must pay the difference to NSI. Under this formulation, the Company's
total commission expense is fixed at 42.0% of commissionable product sales in
each country (except for South Korea). The 42.0% figure has been set on the
basis of NSI's experience over the past eight years which indicates that actual
commissions paid in a given vyear and the costs of administering the Global
Compensation Plan (which have historically not exceeded 2% of revenue) together



have averaged approximately 42.0% of commissionable product sales per year
during such period. Because the Company's revenue includes sales of both
commissionable and non-commissionable items, distributor incentives as a
percentage of total revenue have ranged from approximately 36.8% to 38.4% since
December 31, 1994. Non-commissionable items consist of sales materials and
starter kits as well as sales to NSI affiliates in Australia and New Zealand.

In the fourth quarter of 1996, NSI and the Company implemented a one-time
distributor equity incentive program. This global program provides for the
granting of options to distributors to purchase 1.6 million shares of the
Company's currently outstanding Class A Common Stock. The number of options each
distributor receives will be based on their performance and productivity through
August 31, 1997. The options are exercisable at a price of $5.75 per share and
will vest on December 31, 1997. As anticipated, the Company recorded a $2.0
million charge for the year ended December 31, 1996 and a $9.0 million charge
for the six months ended June 30, 1997 and expects additional charges in 1997 of
approximately  $8.9 million for the non-cash and non-recurring expenses
associated with this program.

Selling, general and administrative expenses include wages and benefits,
rents and utilities, travel and entertainment, promotion and advertising and
professional fees, as well as license and management fees paid to NSI and NSIMG.
Pursuant to the Operating Agreements, the Company contracts for management
support services from NSIMG, for which the Company pays a fee equal to an
allocation of expenses plus 3.0% of such expenses. In addition, the Company pays
to NSI a license fee of 4.0% of the Company's revenue from sales to distributors
(excluding sales of starter kits) for the use of NSI's distributor 1lists,
distribution system and certain related intangibles.

Provision for income taxes is dependent on the statutory tax rates in each
of the countries in which the Company operates. Statutory tax rates in the
countries in which the Company has operations are 16.5% in Hong Kong, 25.0% in
Taiwan, 30.0% in Thailand, 30.1% in South Korea and 57.9% in Japan. The Company
operates a regional business center in Hong Kong, which bears inventory
obsolescence and currency exchange risks. Any income or loss incurred by the
regional business center is not subject to taxation in Hong Kong. In addition,
since the Reorganization, the Company is subject to taxation in the United
States, where it is incorporated, at a statutory corporate federal tax rate of
35.0%. However, the Company receives foreign tax credits in the U.S. for the
amount of foreign taxes actually paid in a given period, which are utilized to
reduce taxes payable in the United States. See "Risk Factors--Taxation Risks and
Transfer Pricing."

Results of Operations

The following tables set forth (i) operating results, and (ii) operating
results as a percentage of revenue, respectively, for the periods indicated.

Six Months Ended

Year Ended December 31, June 30,
1994 1995 1996 1996 1997
(in millions)
REVENUE . L ot i e e s $264.4 $358.6 $678.6 $287.7 $441.0
COSt OF SALES. .ttt e e e 82.2 96.6 193.2 81.0 126.2
GrOSS Prof At v v e 182.2 262.0 485.4 206.7 314.8
Operating expenses:
Distributor incentives....... ... 101.4 135.7 249.6 107.1 169.1
Selling, general and administrative...................... 48.8 67.5 105.4 44.5 67.7
Distributor Stock eXpense. ........c.oiiiiiiiinnnaans -- -- 2.0 -- 9.0
Operating InCome. .. ... i i e e e 32.0 58.8 128.4 55.1 69.0
Other income (expense), Net...........iuiiiiiiiiiiinnnn., (.4) .5 2.8 .6 .5
Income before provision for income taxes............ovuuunnn 31.6 59.3 131.2 55.7 69.5
Provision for income taxXesS(d)...uu i 10.0 19.1 49.5 20.6 25.7
Net dNCOME. ... i s $21.6 $40.2 $81.7 $35.1 $43.8
Unaudited supplemental data: (1)
Net income before pro forma provision for income taxes... $31.6 $59.3 $131.2 $55.7
Pro forma provision for income taxes..............oouuunn 11.5 22.8 46.0 19.5
Net income after pro forma provision for income taxes.... $20.1 $36.5 $85.2 $36.2

Year Ended December 31,

(in millions)

1994 1995
REVENUE . . .t i i it e e e s 100.0% 100.0%
COSt OF SALES. .ttt ittt e e e e e 31.1 26.9
GroSS Prof ot v s 68.9 73.1

Operating expenses:

1996

100.0%
28.5

Six Months Ended

June 30,
1996 1997
100.0% 100.0%
28.1 28.6
71.9 71.4



Distributor incentives......... ..t i 38.4 37.8 36.8 37.2 38.4

Selling, general and administrative...................... 18.4 18.8 15.5 15.5 15.4

Distributor stock expense............ . it -- -- .3 -- 2.0
Operating ANCOME . . v vttt ittt e 12.1 16.5 18.9 19.2 15.6
Other income (expense), nNet......... . nnnnns (.1) .1 .4 .2 .1
Income before provision for income taxes...........ouuuunnnn 12.0 16.6 19.3 19.4 15.7
Provision for income taxXeS(d) . ... v 3.8 5.3 7.3 7.2 5.8
Net dNCOME. ... i e 8.2% 11.3% 12.0% 12.2% 9.9%
Unaudited supplemental data: (1)

Net income before pro forma provision for income taxes... 12.0% 16.6% 19.3% 19.4%

Pro forma provision for income taxes..................... 4.3 6.4 6.8 6.8

Net income after pro forma provision for income taxes.... 7.7% 10.2% 12.5% 12.6%

(1) Reflects adjustments for U.S. Federal and state income taxes as if the
Company had been taxed as a C corporation rather than as an S corporation
since inception. No adjustment is required for 1997 because the Company has
been taxed as a C corporation for this period.

Six Months Ended June 30, 1997 compared to the six months ended June 30, 1996.

Revenue increased 53% to $441.0 million for the six-month period ended June
30, 1997 from $287.7 million for the same period in 1996. This increase is
primarily attributable to several factors. First, revenue in Japan increased by
$94.9 million, or 57%, for the six-month period ended June 30, 1997, compared
with the same period in 1996. This increase in revenue was primarily a result of
continued growth of the IDN product line as well as increased sales following a
distributor convention held in the first quarter of 1997. Second, revenue in
Taiwan increased by $23.8 million, or 35%, for the six-month period ended June
30, 1997, compared with the same period in 1996, primarily as a result of growth
in IDN sales following the late 1996 introduction of LifePak. Third, for the six
months ended June 30, 1997, South Korea revenue increased $19.6 million, or 45%,
due to the Company's February 1996 introduction into South Korea resulting in a
shorter comparative period. Fourth, the opening of Thailand in the first quarter
of 1997 resulted in an additional $13.4 million in revenue for the six-month
period ended June 30, 1997. Fifth, revenue in Hong Kong increased by $1.6
million for the six-month period ended June 30, 1997, compared with the same
period in 1996.

Gross profit as a percentage of revenue was 71.4% and 71.9% for the six
months ended June 30, 1997 and 1996, respectively. This decrease reflected the
strengthening of the U.S. dollar and the commencement of operations in South
Korea in 1996. The Company purchases goods in U.S. dollars and recognizes
revenue in local currency and is consequently subjected to exchange rate risks
in its gross margins. The full quarter of operations in South Korea in 1997 also
impacted gross profit as a percentage of revenue due to South Korean regulations
which result in higher prices on imported products as compared to other markets.

Distributor incentives as a percentage of revenue increased to 38.4% for
the six-month period ended June 30, 1997 from 37.2% for the same period in 1996.
The primary reasons for this increase were a more developed distributor network
in South Korea in 1997, where commissions are capped at 35% of revenue, along
with the sales of a smaller percentage of non-commissionable items throughout
the Company in 1997.

Selling, general and administrative expenses as a percentage of revenue
decreased to 15.4% for the six-month period ended June 30, 1997 from 15.5% for
the same period in 1996. This decrease was primarily due to economies of scale
gained as the Company's revenue 1increased and was offset somewhat by increased
promotion expenses of approximately $2 million resulting from the first quarter
distributor conventions.

Distributor stock expense of $9.0 million for the six-month period ended
June 30, 1997, reflects the one-time grant of the distributor stock options at
an exercise price of 25% of the initial public offering price in connection with
the Underwritten Offerings completed on November 27, 1996. This non-cash expense
is non-recurring and will be recorded each quarter in 1997.

Operating income increased 25% to $69.0 million from $55.1 million for the
six-month period ended June 30, 1997, compared with the same period in 1996.
This increase was caused primarily by an increase in revenue. Operating margin
decreased to 15.6% for the six-month period ended June 30, 1997 from 19.2% for
the same period in 1996. This margin decrease was caused primarily by the
distributor stock expense and increased distributor incentives.

Other income decreased by $0.1 million for the six-month period ended June
30, 1997, compared with the same period in 1996. The decrease was primarily
caused by $0.9 million for the six-month period ended June 30, 1997, of
unrealized exchange losses resulting from forward exchange contracts and $0.2
million for the six-month period ended June 30, 1997, of wunrealized exchange
losses resulting from an intercompany loan from Nu Skin Japan to Nu Skin Hong
Kong.

Provision for income taxes increased to $25.7 million from $20.6 million
for the six-month period ended June 30, 1997, compared with the same period in
1996 due to increased income. The effective tax rate was 37.0% for the six-month
periods ended June 30, 1997 and 1996.

Net income increased by $8.7 million to $43.8 million from $35.1 million
for the six-month period ended June 30, 1997, compared with the same period in
1996 due primarily to increased revenue. Net income as a percentage of revenue



decreased to 9.9% for the six-month period ended June 30, 1997, compared to
12.2% for the same period in 1996 due primarily to the distributor stock expense
and increased distributor incentives.

Year ended December 31, 1996 compared to the year ended December 31, 1995

Revenue was $678.6 million during 1996, an increase of 89.2% from revenue
of $358.6 million recorded during 1995. This increase is primarily attributable
to several factors. First, revenue in Japan increased by $148.5 million, or
64.1%. This increase in revenue was primarily a result of the continued success
of nutritional, color cosmetics and HairFitness products, which were introduced
in October 1995. Revenue growth in Japan was partially offset by the
strengthening of the U.S. dollar relative to the Japanese yen during 1996.
Second, revenue in Taiwan increased by $49.2 million, or 46.7%, primarily as a
result of the introduction of color cosmetics and other products, including
LifePak in October 1996, along with the opening of a new distribution and
walk-in center in Nankan, Taiwan. Third, 1in February 1996, Nu Skin Korea
commenced operations and generated revenue of $122.4 million for 1996. Finally,
revenue in Hong Kong decreased by $0.1 million during 1996 as compared to 1995,
due to several leading Hong Kong distributors continuing to focus on other Asian
markets.

Gross profit as a percentage of revenue was 71.5% and 73.1% during 1996 and
1995, respectively. This decline reflected the strengthening of the U.S. dollar,
the introduction of nutritional products in Japan and the commencement of
operations in South Korea in 1996. Nutritional products are generally subject to
higher duties than other products marketed by the Company, which yields lower
gross profit as a percentage of revenue. The commencement of operations in South
Korea also impacted gross profit as a percentage of revenue due to South Korean
regulations which result in higher prices on imported products than in other
markets.

Distributor incentives as a percentage of revenue declined from 37.8% for
1995 to 36.8% for 1996. The primary reason for this decline was increased
revenue from South Korea where local regulations limit the incentives which can
be paid to South Korean distributors.

Selling, general and administrative expenses as a percentage of revenue
declined from 18.8% during 1995 to 15.5% during 1996. This decrease was
primarily due to economies of scale gained as the Company's revenue increased.

Distributor stock expense of $2.0 million reflects the one-time grant of
the distributor stock options at an exercise price of $5.75 per share. This
non-cash expense is non-recurring and an estimated $4.5 million will be recorded
each quarter in 1997.

Operating income during 1996 increased to $128.4 million, an increase of
118.4% from the $58.8 million of operating income recorded during 1995.
Operating income as a percentage of revenue increased from 16.5% to 18.9%. This
increase was caused primarily by lower selling, general and administrative
expenses as a percentage of revenue.

Other income increased by $2.3 million during 1996 as compared to 1995. The
increase was primarily caused by an increase in interest income generated
through the short-term investment of cash.

Pro forma provision for income taxes increased to $46.0 million during 1996
compared to $22.8 million during 1995. The effective tax rate decreased to 35.0%
in 1996 as compared to 38.4% for 1995. The Company generated excess foreign tax
credits in 1995 which did not continue in 1996.

Net income after pro forma provision for income taxes increased by $48.7
million to $85.2 million during 1996 compared to $36.5 million during 1995. Pro
forma net income as a percentage of revenue increased to 12.5% for 1996 as
compared to 10.2% for 1995.

Year ended December 31, 1995 compared to the year ended December 31, 1994

Revenue was $358.6 million during 1995, an increase of 35.6% from the
$264.4 million of revenue recorded during 1994. This increase was due primarily
to an increased number of active and executive level distributors in each
market, which was the primary factor contributing to a $58.6 million increase in
revenue 1in Japan, a $26.2 million increase 1in revenue in Taiwan and a $6.2
million increase in revenue in Hong Kong. Nutritional products, color cosmetics
products and a new line of HairFitness products were introduced in Japan in the
fourth quarter of 1995, accounting for $25.0 million of the $58.6 million
increase. Additionally, the Company benefitted by the strengthening of the
Japanese yen during 1995. Revenue in Taiwan and Hong Kong increased as a result
of a higher volume of sales of color cosmetics, which were introduced in late
1994, and other personal care products. Additionally, certain new product
introductions by NSI affiliates in Australia and New Zealand led to a $3.2
million increase in revenue from sales to affiliated entities.

Gross profit as a percentage of revenue increased from 68.9% in 1994 to
73.1% in 1995. The increase in gross profit resulted from a reduction in product
costs on purchases from NSI, the weakening of the U.S. dollar relative to the
Japanese yen and other cost savings related to inventory shipping and handling.

Distributor incentives as a percentage of revenue decreased from 38.4% in
1994 to 37.8% in 1995. This decline was primarily attributable to an increase in
revenue 1in 1995 from non-commissionable sales materials and sales to NSI
affiliates.

Selling, general and administrative expenses as a percentage of revenue
increased to 18.8% during 1995 from 18.4% during 1994. This increase was
primarily due to a one-time cost incurred in February 1995 in connection with
moving the Company's Japanese facilities into a larger, more accessible office
and distributor center in Tokyo, Japan.



Operating income increased to $58.8 million in 1995 from $32.0 million in
1994, an increase of 83.8%. Operating income as a percentage of revenue
increased to 16.5% from 12.1%. The increase was primarily the result of the
product cost reductions discussed above.

Other income increased by approximately $0.9 million during 1995 as
compared to 1994. This increase was primarily caused by the disposal of property
and equipment related to a move to new facilities during 1994, and an increase
in interest income generated through the short term investment of cash.

Pro forma provision for income taxes increased to $22.8 million during 1995
as compared to $11.5 million for 1994. The effective tax rate was 38.4% in 1995
as compared to 36.4% in 1994.

Net income after pro forma provision for income taxes increased by $16.4
million to $36.5 million during 1995 as compared to $20.1 million for 1994. Net
income as a percentage of revenue increased to 10.2% during 1995 as compared to
7.7% for 1994.

Unaudited Pro Forma Consolidated Results of Operations

As part of the Reorganization, several actions occurred which impacted the
comparability of the historical financial results of the Company with the future
results of the Company. Therefore, a pro forma presentation has been prepared to
provide comparative data. The following adjustments reflect the Reorganization
as if such event had occurred as of January 1, 1995, and are reflected in the
unaudited pro forma consolidated financial information set forth below: (i) the
amortization over a 20-year period of a $25.0 million payment, consisting of
$5.0 million in cash and $20.0 million in notes, to NSI for the exclusive rights
to distribute Nu Skin personal care and IDN products in Thailand, Indonesia,
Malaysia, the PRC, the Philippines, Singapore and Vietnam; (ii) the recognition
by the Company of additional charges of $4.0 million relating to certain support
services provided to the Company by NSI and an NSI affiliate and certain other
charges related to operating as a public company; (iii) estimated annual
compensation expense of $1.2 million related to the employee stock bonus awards
granted to employees of the Company; and (iv) adjustment for U.S. Federal and
state income taxes as if the Company had been taxed as a C corporation rather
than as an S corporation since inception. The wunaudited pro forma combined
financial information set forth below does not reflect the estimated non-cash
compensation expense of $19.9 million in connection with the one-time grant of
the Distributor Options at an exercise price of $5.75 per share. The Distributor
Options include conditions related to the achievement of performance goals and
will vest on December 31, 1997.

The following table sets forth the percentage of revenue represented by the
specific components of income and expense on a pro forma basis for the periods
presented.

Six Months
Year Ended Ended
December 31, 1996 June 30, 1996

REVENUE. . i i i i 100.0% 100.0%
Cost Oof sales. ... 28.5 28.1
Gross Profait. ... 71.5 71.9
Operating expenses:

Distributor incentives.................. 36.8 37.2

Selling, general and administrative..... 16.5 16.7
Operating INCOME. .. vt iiii i e s 18.2 18.0
Other income (expense), net................ .5 .3
Income before provision for income taxes... 18.7 18.3
Provision for income taxes................. 6.6 6.4
Net income......... ... i 12.1% 11.9%

The Company is subject to taxation in the United States, where it is
incorporated, at a statutory corporate federal tax rate of 35%. In addition,
each Subsidiary is subject to taxation in the country in which it operates. The
Company receives foreign tax credits for the amount of foreign taxes actually
paid in a given period, which may be utilized to reduce taxes paid in the United
States. In the event that the Company's operations 1in high tax jurisdictions
such as Japan grow disproportionately to the rest of the Company's operations,
the Company will be unable to fully utilize its foreign tax credits in the U.S.
which could, accordingly, result in the Company paying a higher overall
effective tax rate on its worldwide operations.

Liquidity and Capital Resources

The Company underwent the Reorganization and the Underwritten Offerings in
November 1996. During the Underwritten Offerings, the Company raised $98.8
million in net proceeds. As of the date of the Reorganization, the aggregate
undistributed taxable S corporation earnings of the Subsidiaries were $86.5
million. The Subsidiaries' earned and undistributed S corporation earnings
through the date of termination of the Subsidiaries' S corporation status were
distributed in the form of the S Distribution Notes, promissory notes bearing
interest at 6.0% per annum. From the proceeds of the Underwritten Offerings,
$15.0 million was used to pay a portion of the S Distribution Notes and the
remaining balance of $71.5 million was paid in April 1997.

In November 1996, the Company purchased from NSI the distribution rights to
seven new markets in the region. These markets include Thailand, where
operations commenced in March 1997, and Indonesia, Malaysia, the Philippines,
the PRC, Singapore and Vietnam, where operations have not yet commenced. These
rights were purchased for $25.0 million, of which $5.0 million was paid from the



proceeds of the Underwritten Offerings and an additional $10.0 million was paid
in January 1997. At June 30, 1997, the Company had a $10.0 million short term
obligation, due January 15, 1998, related to the purchase of these rights.
Interest accrues at a rate of 6.0% per annum on amounts due under this
obligation.

The remaining $78.8 million in net proceeds from the Underwritten Offerings
are to be used for new market development, introducing new products, enhancing
the Company's technological infrastructure, establishing additional office and
distribution centers and for other general corporate purposes. Management
anticipates using the remaining proceeds of the Underwritten Offerings within
the next three years.

The Company generates significant cash flow from operations due to its
significant growth, high margins and minimal capital requirements. Additionally,
the Company does not extend credit to distributors, but requires payment prior
to shipping products. This process eliminates the need for accounts receivable
from distributors. During the six months ended June 30, 1997, the Company
generated $28.2 million from operations compared to $31.8 million during the six
months ended June 30, 1996. This decrease in cash flows from operations is
primarily due to the buildup of inventories to support future market demands and
the payment of income taxes during the first quarter of 1997.

As of June 30, 1997, working capital was $108.0 million compared to $66.2
million as of December 31, 1996. Cash and cash equivalents at June 30, 1997 were
$151.4 million compared to $207.1 million at December 31, 1996.

Historically, the Company's principal need for funds has been for
distributor incentives, working capital (principally inventory purchases),
capital expenditures and the development of new markets. The Company has
generally relied entirely on cash flow from operations to meet its business
objectives without incurring long term debt to unrelated third parties.

Capital expenditures, primarily for equipment, computer systems and
software, office furniture and leasehold improvements, were $2.5 million and
$2.9 million for the six months ended June 30, 1997 and 1996, respectively. 1In
addition, the Company anticipates capital expenditures through 1998 of an
additional $22.5 million to further enhance its infrastructure, including
computer systems and software, warehousing facilities and walk-in distributor
centers in order to accommodate future growth.

As a part of the Company's and NSI's strategy to motivate distributors with
equity incentives, the Company sold to NSI an option to purchase 1.6 million
shares of the Company's Class A Common Stock. NSI purchased the option with a
$13.1 million 10-year note payable to the Company bearing interest at 6.0% per
annum. It is anticipated that the note will be repaid as distributors begin to
exercise their options beginning in 1998.

Under its operating agreements with NSI, the Company incurs related party
payables. The Company had related party payables of $61.4 million and $46.3
million at June 30, 1997 and December 31, 1996, respectively. In addition, the
Company had related party receivables of $5.8 million and $8.0 million,
respectively, at those dates. Related party balances outstanding in excess of 60
days bear interest at a rate of 2% above the U.S. prime rate. As of June 30,
1997, no material related party payables or receivables had been outstanding for
more than 60 days.

Management considers the Company to be liquid and able to meet its
obligations on both a short and long-term basis. Management believes existing
cash balances together with future cash flows from operations will be adequate
to fund cash needs relating to the implementation of the Company's strategic
plans.

Seasonality and Cyclicality

While neither seasonal nor cyclical variations have materially affected the
Company's results of operations to date, the Company believes that its rapid
growth may have overshadowed these factors. Accordingly, there can be no
assurance that seasonal or cyclical variations will not materially adversely
affect the Company's results of operations in the future.

The direct selling industry is impacted by certain seasonal trends such as
major cultural events and vacation patterns. For example, Japan, Taiwan, Hong
Kong, South Korea and Thailand celebrate their respective local New Year in the
Company's first quarter. Management believes that direct selling in Japan is
also generally negatively impacted during August, when many individuals
traditionally take vacations.

Generally, the Company has experienced rapid revenue growth in each new
market from the commencement of operations. In Japan, Taiwan and Hong Kong, the
initial rapid growth was followed by a short period of stable or declining
revenue followed by renewed growth fueled by new product introductions, an
increase in the number of active distributors and increased distributor
productivity. The Company believes that a similar pattern is currently occurring
in its operations in South Korea, where the Company experienced a significant
decline in its second quarter revenue from revenue in the first quarter of 1997
and anticipates an additional significant decline in the third quarter of 1997.
See "--Outlook." 1In addition, the Company may experience variations on a
quarterly basis in its results of operations, as new products are introduced and
new markets are opened. No assurance can be given that the Company's revenue
growth rate in Thailand, which commenced operations in March 1997, or in new
markets where operations have not commenced, will follow this pattern.

Quarterly Results

The following table sets forth certain wunaudited quarterly data for the
periods shown.



1st 2nd 3rd 4th 1st 2nd 3rd 4th 1st 2nd
Quarter Quarter Quarter Quarter(1) Quarter(2) Quarter Quarter Quarter Quarter(3) Quarter

(in millions, except per share amounts)

Revenue ............ $77.7 $80.5 $83.2 $117.2 $124.2 $163.5 $183.6 $207.3 $211.0 $230.0
Gross profit......... 57.3 59.7 60.3 84.7 89.4 117.4 130.9 147.7 150.3 164.5
Operating income..... 13.5 15.0 12.8 17.5 23.2 31.9 37.5 35.8 30.8 38.2
Net income........... 9.3 10.3 8.1 12.5 14.8 20.3 25.2 21.4 20.5 23.3
Net income per share(4) 0.11 0.13 0.10 0.16 0.18 0.25 0.32 0.26 0.24 0.27

(1) LifePak, Nu Colour and HairFitness products were introduced in Japan during
October 1995.

(2) The Company commenced operations in South Korea in February 1996.
(3) The Company commenced operations in Thailand in March 1997.

(4) Net income per share is computed based on 80,517,500 shares of Common Stock
and Common Stock equivalents outstanding prior to the Reorganization and
the Underwritten Offerings and 82,689,000 weighted average shares of Common
Stock outstanding for the fourth quarter of 1996, 85,415,600 for the first
quarter of 1997 and 85,426,470 for the second quarter of 1997.

Currency Fluctuation and Exchange Rate Information

The Company's revenues and most of its expenses are recognized primarily
outside of the United States. Each entity's local currency is considered the
functional currency. All revenue and expenses are translated at weighted average
exchange rates for the periods reported. Therefore, the Company's reported sales
and earnings will be positively impacted by a weakening of the U.S. dollar and
will be negatively impacted by a strengthening of the U.S.
dollar.

The Company purchases inventory from NSI in U.S. dollars and assumes
currency exchange rate risk with respect to such purchases. Local currency in
Japan, Taiwan, Hong Kong, South Korea and Thailand is generally used to settle
non-inventory transactions with NSI. Given the uncertainty of exchange rate
fluctuations, the Company cannot estimate the effect of these fluctuations on
its future business, product pricing, results of operations or financial
condition. However, because nearly all of the Company's revenue is realized in
local currencies and the majority of its cost of sales is denominated in U.S.
dollars, the Company's gross profits will be positively affected by a weakening
in the U.S. dollar and will be negatively affected by a strengthening in the
U.S. dollar. The Company seeks to reduce its exposure to fluctuations in foreign
exchange rates by creating offsetting positions through the use of foreign
currency exchange contracts. The Company does not use such financial instruments
for trading or speculative purposes. The Company regularly monitors its foreign
currency risks and periodically takes measures to reduce the impact of foreign
exchange fluctuations on the Company's operating results. The Company entered
into significant hedging positions during the second quarter, which approximated
$51.0 million of forward exchange contracts at June 30, 1997. These forward
exchange contracts, along with the intercompany loan from Nu Skin Japan to Nu
Skin Hong Kong of approximately $40.0 million, were valued at the quarter end
exchange rate of 114.6 yen to the dollar.

Following are the weighted average currency exchange rates of $1 into local
currency for each of the Company's markets for the quarters listed:

1995 1996 1997
1st 2nd 3rd 4th 1st 2nd 3rd 4th 1st 2nd
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
Japan(1)......... 96.2 84.4 94.2 101.5 105.8 107.5 109.0 112.9 121.4 119.1
Taiwan........... 26.2 25.6 27.0 27.2 27 .4 27.4 27.5 27.5 27.5 27.7
Hong Kong........ 7.7 7.7 7.7 7.7 7.7 7.7 7.7 7.7 7.7 7.7
South Korea(1)... 786.9 763.1 765.6 769.1 782.6 786.5 815.5 829.4 863.9 889.6
Thailand......... 24.9 24.6 24.9 25.1 25.2 25.3 25.3 25.5 26.0 25.4

(1) Between December 31, 1996 and July 15, 1997, the exchange rates of $1 into
Japanese yen and South Korean won achieved highs of 127.13 yen and 899.0
won, respectively. Since January 1, 1992, the highest and lowest exchange
rates for the Japanese yen have been 134.82 and 80.63, respectively, and
for the South Korean won have been 899.0 and 755.8, respectively.

Outlook

Management anticipates continued strong results overall, with particular
strength in Japan. Historically, the Company has experienced modest growth in
the third quarter due primarily to the vacation season. Planned product
introductions later this year include an aloe vera drink, developed specifically
for the Japanese market, and Overdrive, a leading Interior Design Sports



Nutrition product, in Taiwan.

During the third quarter, the Company expects continued sequential
softening in the South Korean market reflecting, in part, the market cycle
experienced by the Company in other new markets where significant initial
revenue is followed by market softening and declining revenue until strategic
initiatives and product introductions generate renewed growth. However, this
market cycle pattern has been exacerbated in South Korea by slowing economic
growth and media and consumer campaigns against certain direct selling
companies. Management currently anticipates that the market will resume
sequential growth in the fourth quarter of 1997, depending largely on the
success of the recent introduction of the Company's core nutritional product,
LifePak.

Gross margins are anticipated to improve following the price increases on
sales to distributors ranging from 5% to 9% implemented during the second
quarter. Additionally, lower revenue in South Korea, where the import values on
the Company's products are higher than import values in other markets, will lead
to gross margin improvement for the Company. Distributor incentives as a
percentage of sales are expected to increase as South Korean revenue, where
distributor incentives are capped at 35% of revenue, decreases. Selling, general
and administrative expenses are anticipated to be slightly higher in the third
quarter due to a large distributor event planned in Thailand as well as an
additional significant expense planned for spending on the sponsorship of two
promotional basketball games in Japan featuring National Basketball Association
stars. Additionally, management currently anticipates that the distributor
equity program may heighten distributor enthusiasm throughout 1997 and that the
distributor stock expense of $18.0 million in 1997 will not continue thereafter.

Other income will continue to vary based on the fluctuation in the Japanese
yen as the Company currently has significant hedging positions. The Company's
effective tax rate may continue to slightly increase as Japanese revenue, where
statutory rates are the highest in the Company's markets, becomes a larger
percentage of total revenue for the Company.

Note Regarding Forward-Looking Statements. The statements made above in
this section wunder the caption "Outlook" that are not historical facts are
"forward-looking statements" as defined in the Reform Act. These forward-looking
statements involve risks and uncertainties and are based on certain assumptions
that may not be realized. Actual results and outcomes may differ materially from
those discussed or anticipated. Factors that might cause such differences
include, but are not 1limited to, risks and uncertainties associated with
management of the Company's growth, the Company's dependence on independent
distributors and the effects on distributors of the NSI distributor equity
program, potential adverse effects of the Company's price increases on sales and
distributor growth, economic conditions in the Company's markets, especially
South Korea, the introduction and market acceptance in South Korea of LifePak,
the Company's core IDN product, adverse publicity regarding the Company and
other direct selling companies in South Korea, the Company's planned expansion
into new markets and the introduction of new products in the Company's existing
markets, regulatory action against the Company or its distributors in any of the
Company's markets and particularly in South Korea, fluctuations in foreign
currency values relative to the U.S. dollar, and risks inherent in the
importation, regulation and sale of products in the Company's markets. See "Risk
Factors."

BUSINESS
General

Nu Skin Asia Pacific 1is a rapidly growing network marketing company
involved in the distribution and sale of premium quality, innovative personal
care and nutritional products. The Company is the exclusive distribution vehicle
for NSI in the countries of Japan, Taiwan, Hong Kong (including Macau), South
Korea and Thailand, where the Company currently has operations, and in
Indonesia, Malaysia, the PRC, the Philippines, Singapore and Vietnam, where
operations have not commenced.

The Company believes it is one of the fastest growing network marketing
companies in Asia. Revenue increased 53.3% to $441.0 million for the six months
ended June 30, 1997 from $287.7 million for the same period in 1996. Net income
increased 24.7% to $43.8 million for the six months ended June 30, 1997 from
$35.1 million for the same period in 1996. Revenue increased 89.2% to $678.6
million for the year ended December 31, 1996 from $358.6 million in 1995.
Operating expenses have increased with the growth of the Company's revenue. Net
income increased 103.2% to $81.7 million for the year ended December 31, 1996
from $40.2 million in 1995. The Company's network of independent distributors
has grown since the Company's inception in 1991 to more than 400,000 active
distributors as of June 30, 1997. See "Risk Factors--Managing Growth."

A great deal of the Company's success to date can be directly attributed to
the growth of its Japanese business in recent years. Significant revenue was
recognized from the outset of the Company's operations in Japan in 1993 due to
the immediate attention given to the market by leading NSI distributors from
around the world. Japan has continued to post strong financial results for the
Company, with revenue increasing by approximately 64% in U.S. dollars and 90% in
local currency for 1996 compared to 1995 and by approximately 57% in U.S.
dollars and 77% in local currency for the six months ended June 30, 1997
compared to the same period in 1996. Given the size of the direct selling market
in Japan and the growing Japanese demand for the Company's products, management
believes that there is still significant opportunity for expansion of its share
of this market.

The Company's product philosophy is to combine the best of science and
nature in developing premium quality, innovative personal care and nutritional
products which are specifically designed for the network marketing distribution
channel. The Company offers products in two distinct categories: personal care
products, marketed under the trademark "Nu Skin," and nutritional products,
marketed under the trademark "Interior Design Nutritionals" ("IDN"). The Nu Skin



personal care product lines include facial care, body care, hair care and color
cosmetics, as well as specialty products such as sun protection, oral hygiene
and fragrances. The IDN product 1lines include nutritional  supplements,
nutritious and healthy snacks, sports and fitness nutritional products, and
botanical supplements.

In Japan, Taiwan and Hong Kong, the Company currently offers most of the Nu
Skin personal care products and approximately one-third of the IDN products
including LifePak, the core IDN nutritional supplement. In South Korea, the
Company currently offers approximately one-half of the Nu Skin personal care
products, including most of the Nu Skin core facial and hair care products, and
LifePak. 1In Thailand, the Company currently offers one-third of the Nu Skin
personal care products, including most of the core facial and hair care
products, and none of the nutritional products. The Company believes that it can
significantly grow its business and attract new customers by expanding its
product offerings in each of its markets to include more of the existing Nu Skin
personal care and IDN products. 1In addition to expanding its product offerings
with existing Nu Skin personal care and IDN products, the Company intends to
introduce new products tailored to specific markets.

Operating Strengths

The Company believes that its success is due to its reputation and its
commitment to provide a wide range of premium quality, innovative personal care
and nutritional products and an appealing global business opportunity for
persons interested in establishing a direct sales business. The Company has been
able to achieve rapid, sustained and profitable growth by capitalizing on the
following operating strengths:

Premium Product Offerings. The Company is committed to continue building
its brand name and distributor and customer loyalty by selling premium quality,
innovative personal care and nutritional products that appeal to broad markets
and the universal desire for health and beauty. This commitment is illustrated
by the Company's personal care products slogan "All of the Good and None of the
Bad" and its nutritional products slogan "Adding Life to Years." The Company
offers products designed for the direct selling channel by focusing on
innovative consumable products which build loyalty and lead to repeat purchases.
Management believes that the Company's focus on innovative products supports its
distributors' demonstrative and educational sales techniques.

Global Distributor Compensation Plan. The Company believes that one of the
strengths of the Global Compensation Plan is its seamless integration across all
markets in which Nu Skin and IDN products are sold. By entering into
international sponsoring agreements with NSI, distributors are authorized to
sponsor new distributors in each country where NSI or the Company has
operations. This allows distributors to receive commissions for sales in foreign
countries at the same rate as for sales 1in their home country. This is a
significant benefit to distributors because they are not required to establish
new distributorships or requalify for higher levels of commissions within each
new country in which they begin to operate. The seamless integration of the
Global Compensation Plan means that distributor knowledge and experience can be
used to rapidly build distributor 1leadership in new markets. See "Risk
Factors--Reliance Upon Independent Distributors of NSI."

High Level of Distributor Incentives. The Company believes that the Global
Compensation Plan is among the most financially rewarding plans offered to
distributors by network marketing companies and consequently tends to attract a
high caliber of distributors. There are two fundamental ways in which
distributors can earn money: (i) through retail markups, for which the Company
recommends a range from 43% to 60%; and (ii) through a series of commissions on
each product sale which can result in commissions to distributors aggregating up
to 58% of such product's wholesale price. On a global basis, however,
commissions have averaged 42% of revenue from commissionable sales over the last
eight years. See "Risk Factors--Increase in Distributor Compensation Expense."

New Market Development Program. The Company has developed a low cost,
disciplined approach to opening new markets. Each market opening is preceded by
a thorough analysis of economic and political conditions, regulatory standards
and other business, tax and legal issues. Prior to a market opening, the
Company's management team, in conjunction with NSI support personnel, local
legal counsel and tax advisors, works to obtain all necessary regulatory
approvals and establish facilities capable of meeting distributor needs. This
market development approach, combined with the Global Compensation Plan, which
motivates distributors to train and sponsor other distributors to sell products
in new markets, has enabled the Company to quickly and successfully open new
markets. See "Risk Factors--Entering New Markets."

Distributor Support Programs. The Company is committed to providing a high
level of support services tailored to the needs of its distributors in each
market. The Company meets the needs and builds the loyalty of its distributors
with personalized distributor service and a support staff that assists
distributors as they build networks of downline distributors. The Company
provides walk-in, telephonic and computerized product fulfillment and tracking
services that result in user-friendly, timely product distribution. Distributors
purchase directly from the Company, are not required to maintain inventories to
supply down line distributors and are supported by a liberal product return
policy. In addition, each walk-in center maintains meeting rooms which
distributors may utilize in training and sponsoring activities.

Relationship with NSI. NSI, founded in 1984 and based in Provo, Utah, is
engaged in selling personal care and nutritional products and, together with its
affiliates, comprises one of the largest network marketing organizations in the
world. NSI has provided, and will continue to provide, a high level of support
services to the Company, including product development, marketing and other
managerial support services. Management believes that the Company's relationship
with NSI has allowed the Company to increase revenue and net income at rates
that otherwise may not have been possible. Since distributor agreements are
entered into between NSI and distributors, all of the distributors who generate
revenue for the Company are distributors of NSI. The Company primarily relies on



NSI to enforce distributor policies and procedures. NSI's distributor network is
licensed by NSI to the Subsidiaries. See "Risk Factors--Relationship with and
Reliance on NSI; Potential Conflicts of Interest."

Experienced Management Team. The Company's senior management team, members
of which founded NSI, has been instrumental in successfully managing the growth
in revenue and net income experienced by the Company to date. The Company has
also attracted experienced local general managers or presidents to oversee local
operations. The local general managers are frequently recognized as industry
leaders and are experienced 1in dealing with governmental and regulatory
agencies.

Consideration of the Company's operating strengths should be made in
connection with various risks, including risks associated with the Company's
reliance on its independent distributors and the effect on the Company's
operations of adverse publicity regarding the Company and actions of
distributors, risks associated with product liability and government regulation
of the Company's products, marketing plan and direct selling generally, the
Company's reliance on NSI and on outside manufacturers, competition and the
adverse impact on net income of an increase in distributor compensation expense.
See "Risk Factors."

Growth Strategy

The Company's primary objective is to capitalize on its operating strengths
to become a leading distributor of premium quality consumer products in each of
its markets. Specifically, the Company's strategy to increase revenue and net
income is as follows:

Introduce New Products. Because new products tend to increase sales by
existing distributors and attract new distributors, the Company intends to
continue introducing existing and new Nu Skin personal care and IDN products.
The Company first introduced nutritional products, for example, in Japan in 1995
where they have grown to represent approximately 37% of revenue. In addition the
Company introduced LifePak in Taiwan, Hong Kong and South Korea in October 1996,
January 1997 and August 1997, respectively. The Company expects to launch a
number of other IDN products in South Korea by the end of 1997, subject to
regulatory approval. The Company also intends to introduce products tailored to
specific demographic and geographic market segments and will consider
introducing entirely new product categories in the future. See "Risk
Factors--Government Regulation of Products and Marketing."

Open New Markets. The Company will continue to pursue attractive new market
opportunities. In March 1997, the Company commenced operations in Thailand. The
Company has announced its intention to commence operations in the Philippines in
1998. The Company has conducted preliminary investigations on the feasibility of
commencing operations in Indonesia, Malaysia, the PRC, Singapore and Vietnam.
The Company believes that these countries may represent significant markets for
the future expansion of its operations, provided that the Company can secure the

required regulatory and business permits. See "--New Market Opportunities,"
"Risk Factors--Entering New Markets," "--Potential Negative Impact of
Distributor Actions," "--Government Regulation of Direct Selling Activities" and

"--Government Regulation of Products and Marketing."

Attract New Distributors and Enhance Distributor Productivity. To date, the
Company has enjoyed significant growth in the number of its executive
distributors (defined as those active distributors whose group of downline
distributors meet certain monthly qualification requirements). By leveraging its
operating strengths, the Company intends to continue to create and maintain a
business climate to promote the growth in the number of executive distributors
and to increase distributor retention, motivation and productivity. In addition,
the Company will pursue growth in the number of executive distributors by
continuing to work with NSI to enhance the Global Compensation Plan,
implementing an innovative distributor equity incentive program, opening two or
more new distributor walk-in centers by the end of 1997 to provide a local
presence 1in additional key cities, enhancing distributor training and
recognition programs, and targeting inactive distributors via direct marketing
who may still have a