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STATE OF TEXAS, '§  INTHEDISTRICT COURTOF S 3
Plaintiff, § £5
§ & 3
§ 20
Vs. § o %
§ ==
§  TRAVISCOUNTY, TEXAS £3
MANNATECH INCORPORATED; § '
MANNA RELIEF MINISTRIES; §
THE FISHER INSTITUTE; §
SAMUEL L. CASTER, Individually; and ~ §
REGINALD McDANIEL, Individually, §
§ @JUDICIAL DISTRICT

Defendants.
| PLAINTIFF’S ORIGINAL PETITION
TO THE HONORABLE JUDGE OF SAID COURT:

COMES NOW THE STATE OF TEXAS, acting by and through Attorney General Greg
Abbott (“State”), and files Plaintiff’s Original Petition, complaining of and against MANNATECH
INCORPORATED; MANNA RELIEF MINISTRIES, THE FISHER INSTITUTE, SAM CASTER,
Individually, and REGINALD McDANIEL, Individually, (“Defendants”), and would respectfully
show the court the following:

AUTHORITY
1. This action is brought by Attorney General Greg Abbott, through his Consumer
Protection and Public Health Division, fn the name of the STATE OF TEXAS and in the public
interest under the authority granted him by §431.060, §431.047, and §431.0585 of the Texas Food,
Drugand Cosmetic Act, TEX. HEALTH & SAFETY CODE ANN. §431.001 e seq. (“TFDCA”). Section

431.060 of the TFDCA specifically provides that the Attorney General, to whom the Commissioner
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of the Texas Department of State Health Services (“TDSHS”) reports a violation of the TFDCA,
shall initiate and prosecute appropriate proceedings. In addition, §431.047 authorizes the Attorney
General to seek injunctive relief under certain circumstances and recover any costs and attorney fees
incurred in obtaining that relief. This action is also brought pursuant to §431.0585, which authorizes
the Commissioner of Health to refer matters to the Attorney General to seek civil penalties in favor
of the State for violation of §431.021 of the TFDCA and regulations pursuant to that Act.

2. This action is also brought under the authority granted to the Attorney General by
§17.47 of the Texas Deceptive Trade Practices - Consumer Protection Act, TEX. Bus. & CoM. CODE
ANN. §17.41 et seq. (“DTPA”), upon the grounds that Defendants have engaged in false, misleading,
or deceptive acts or ’practices in the course of trade and commerce as, defined in, and declared
unlawful by, §§17.46(a) and (b) of the DTPA.

PARTY DEFENDANTS

3. Defendant MANNATECH INCORPORATED (“Mannatech™), a Texas corporation,
is doing business in Texas at 445 S. Royal Lane, Suites 200 and 800, Coppell, Texas, 75019, and
may be served with process through its registered agent, Corporation Service Company, 701 Brazos
St., Ste. 1050, Austin, Texas, 78701.

4. Defendant MANNA RELIEF MINISTRIES (“MannaRelief™), is a Texas corporation
doing business at 3017 Red Hawk Dr., Grand Prairie, Texas, and may be served with process through
its registered agent, George Reninger, at 530 South Carrier Parkway, Grand Prairie, Texas, 75051.

5. Defendant THE FISHER INSTITUTE, is a Texas corporation doing business at 580

Decker Dr., Irving, Texas, and may be served with process through its registered agent, John W.

McCuistion, at 580 Decker Dr., Ste 100, Irving, Texas, 75062.
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6. Defendant SAMUEL L. CASTER (“Caster”), is Chairman and Chief Executive
Officer of Defendant MANNATECH fNCORPORATED, and works at 445 S. Royal Lane, Suite
800, Coppell, Texas, 75019, and may be served with process at that address.

7. Defendant REGINALD McDANIEL (“McDaniel”), was formerly the “Medical
Director” of Defendant MANNATECH INCORPORATED, and currently holds a similar position
with Defendant MANNA RELIEF MINISTRIES. On information and belief, Defendant
MCcDANIEL also generally controls the operations of Defendant THE FISHER INSTITUTE.
Defendant McDANIEL resides at 4 Woodland Dr., Mansfield, Texas, 76063, and may be served with
process at this address. |

VENUE

8. Venue of this actiqn lies in Travis County pursuant to §431.047(c) and §431.0585(d)
of the TFDCA by virtue of the fact that Defendants are engaged in the business of manufacturing,
offering to sell, and selling unapproved new drugs and/or misbranded or adulterated foods in Texas.

PUBLIC INTEREST

9. Because Plaintiff STATE OF TEXAS has reason to believe that Defendants
MANNATECH INCORPORATED, MANNA RELIEF MINISTRIES, THE FISHER INSTITUTE,
SAM CASTER, Individually, and REGINALD McDANIEL, Individually, have engaged in, and will
continue to engage in, the unlawful -practices set forth below, Plaintiff STATE OF TEXAS has
reason to believe that Defendants have caused and will continue to cause injury, loss, and damage
to the STATE OF TEXAS, and its citizens, and will also cause adverse effects to legitimate business
enterprises which conduct their trade and commerce in a lawful manner in this State. Therefore, the

Attorney General of the STATE OF TEXAS believes and is of the opinion that these proceedings
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are in the public interest.
ACTS OF AGENTS

10. Whenever in this petition it is alleged that Defendants MANNATECH
INCORPORATED, MANNA RELIEF MINISTRIES, THE FISHER INSTITUTE, SAM CASTER,
Individually, or REGINALD McDANIEL, Individualiy, did any act or thing, it is meant that
Defendants performed or participated in such act or thing or that such act was performed by agents
or employees of Defendants and in each instance, the agents or employees of Defendants were then
aﬁthorized to and did in fact act on behalf of Defendants or otherwise acted under the guidance and
direction of Defendants.

TRADE AND COMMERCE

11.  Defendants MANNATECH INCORPORATED, MANNA RELIEF MINISTRIES,
THE FISHER INSTITUTE, SAM CASTER, Individually, and REGINALD McDANIEL,
Individually, have, at all times described below, engaged in conduct which constitutes “trade” and
“commerce” as those terms are defined by §17.45(6) of the DTPA.

NATURE OF DEFENDANTS’ CONDUCT

12.  Defendants MANNATECH INCORPORATED, MANNA RELIEF MINISTRIES,
THE FISHER INSTITUTE, SAM CASTER, and REGINALD McDANIEL operate an elaborate
scheme designed to promote the sales of Mannatech’s dietary supplements. Defendants market and
sell such dietary supplements as a way to cure, mitigate, treat, or prevent diseases, illnesses, or
serious conditions, despite Defendant Caster’s admission that the products do not cure any disease,
and despite the fact that this marketing violates both federal and state food and drug laws, as well

as the Texas Deceptive Trade Practice - Consumer Protection Act. Defendants are aware that such
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marketing techniques are illegal, and try to distance themselves from responsibility for these illegal
disease claims for their dietary supplements in numerous ways, including: substituting the word
“glyconutrients” for the name of Mannatech’s products; setting up alternate websites; claiming that
third parties who they have no control over are making the illegal claims in books, videos, and other
marketing materials; using testimonials to make claims that Defendants’ products cure, mitigate,
treat, or prevent diseases; and employing the facade of a disciplinary policy for associates making
illegal disease claims, all the while enabling the system under which the claims are made.

13.  Defendants’ products are dietary supplements under federal law and are regulated as
foods in Texas pursuant to Chapter 431 of the Health and Safety Code, known as the Texas Food,
Drug, and Cosmetic Act (“TFDCA”). By law, claims cannot be made that dietary supplements are
intended to cure, mitigate, treat, or prevent disease. Only drugs approved by the Federal Food and
Drug Administration (“FDA”) can be represented to have intended uses to cure, mitigate, treat, or
prevent disease.

14.  The FDA, by affidavit, states that it has not approved any new drug applications for
Defendant Mannatech. Moreover, the FDA further states that it has not approved any new drug
application for the products' marketed by Mannatech or its affiliates or for Manai)ol or
glyconutrients. Therefore, Defendants cannot legally market any of their products as drugs by

making claims that these products can cure, treat, mitigate, or prevent disease. (See Exhibit 1

attached).

| Ambrotose, Glycentials, Phytomatrix, CardioBalance, GI-Pro, GI-Zyme,
ImmunoSTART, Man-Aloe Classic, MannaCLEANSE, Ambrostart, Manna-C,
Mannatonin,Glyco-Bears, Manna-Bears
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15. Defendants know that their products are not approved as drugs and know that it is
illegal for them to make claims thaf these products are intended to cure, fnitigate, treat, or prevent
disease. Nevertheless, they continue to employ their deceptive scheme for monetary gain, earning
in excess of $460 million in 2006. In particular, to further their sales, Def.endants make disease
claims, directly or indirectly, at corporate events, on corporate or affiliated websites, and through
marketing material, websites, and sales presentations of Defendants’ associates.’

Corporate Events

16.  Defendants host at least four corporate conventions each year - the event in Texas is
called “MannaFest” - to promote fheir products. One essential element of each of the eventsis a
time set aside for testimonials, often referred to by Mannatech as “Life Experiences.” These
testimonials, which are generally made by Mannatech’s associates and their families and friends,
make numerous claims that Mannatech products have cured, mifigated, treated, or prevented
diseases. The whole purpose of ;he testimonials is to create a frenzy and motivate associates to sell
even more products, in large part through the relaying of deceptive claims set forth in the
testimonials. Moreover, as explained below, the testimonials are recorded on video so that
associates may later use them to assist in the sale of Mannatech’s products. Thé following
testimonials are just a few examples of the type ofillegal disease claims about Defendants’ products
that are made at these corporate events:

A. Testimonial 1: A woman testified that her four year old son was initially

?In addition to selling directly through its website, Mannatech also sells its products
through a Multi-Level Marketing structure, which utilizes thousands of affiliates - or associates -
around the country to sell Mannatech’s products.
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developing normally according to all the markers, but eighteen months after
his well-child check, he started presenting bizarre behavior. He soon lost
basically all language ability and all ability to make eye contact. In October,
2004, he was diagnosed with autism. In March, 2005, the woman testified
that he started on “the product” (i.e. Mannatech products). In threé days he
started talking. Today, according to the woman, he has normal eye contact,
social skills, and dramatically improved language. Now he has no sensory
issues, he eats well, and sleeps well.

B. Testimonial 2: A man testified that he was diagnosed with Non-Hodgkin’s
B-cell Lymphoma a little over one year ago. The oncologist told him cancer
had spread to eight places in his body and that they could not cure it, but with
treatment could give him as many years as he could. He started doing
research and a dear friend and chiropractor gave him some information about
“glyconutritionals” (i.e., Mannatech products), which he started taking. He
testified that after five months, his lab work started looking better. He
continued td improve, and in June the doctor told him that maybe he didn’t
have lymphoma after all. The last lab work indicated seven spots were
cancer-free, and the one remaining spot (originally the size of a racquetball)
was now size of a pea.

C. Testimonial 3: A woman shared a story about a friend of hers who had severe
chest pain at home and passed out and was rushed to the hospital. The

doctors told the family that she had to be put into a comatose state or she
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would die from a stroké or massive heart attack. They \put her into a
comatose state and sedated her heavily. She got pneumonia and then
developed staph in her lungs. After one week, the doctors told the family that
she wasn’t going to make it and took her off the medications. A friend of
hers that is a Mannatech associate finally got the doctors»to give her “the
product.” She started on products at 5:00 Wednesday night. By 5:00 on
Thursday morning she was making facial motions. At 8:00 that moming the
nurse called two of her sons in and they couldn’t believe what was going on
— she was blinking her eyes and she did it on command. On Friday she
started speaking a few words. In total, she was in ICU for one week, was in
the hospital on a regular floor for another week, and spent two weeks in
rehabilitation. She’s now back to work, she has her life back, and her family
and children have their mom back.

17.  In addition to the testimonials, at each of Defendants’ corporate conventions,
Defendants dedicate a large area of the convention facility to vendors and other persons to sell
promotional materials designed to help Mannatech’s associates promote Defendants’ products.
Defendants, who obtain a financial benefit from these vendors, know or have reason to know that
many of the marketing materials that are sold make illegal claims that Defendants’ products cure,
mitigate, treat, or prevent disease: A few examples of the illegal disease claims for Defendants’
products made in materials sold at Defendants’ MannaFest and similar conventions include the
following:

A. Defendants facilitated the offering for sale of a CD titled “Back from the
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Brink” by Michael Schlachter, M.D. This CD provides example after -
example of how “glyconutrients” (i.e. Mannatech’s products) cured, treated,
or'mitigated diseases, including but not limited to toxic shock syndrome,
heaﬁ failure, asthma, arthritis, Lou Gehrig’s Disease, Attention Deficit
Disorder, and lung inflammation. Examples of these claims include:

1. “We administered 25g of this glyconutrient at 9PM that third night. The
same amount was repeated four hours later. By eight o’clock the next
morning, without any change whatsoever in therapy except for the
addition of the special glyconutrient formula, Greg’s pulses returned.
Greg’s legs and arms were now warm. Only hours before, they were ice-
cold. By morning, the severe metabolic acidosis, which indicated dying
cells, had all but reversed. I had never seen anything like this. A few
hours earlier, Greg was at the point of death. Now, Greg was at the point

- of recovery. This formula had reversed what we had been told in medical
school would be an irreversible process.”

2. “My first introduction to this glyconutrient formula came from a
physician friend, Dr. Blaine Purcell, who had been telling me of some of
his patients with asthma, who no longer needed steroids for therapy.
These patients had been on lifelong steroids. Now, in my experience,
being a pulmonary specialist, when a person with asthma requires lifelong
steroids, they can’t function without them. They practically suffocate
without them. Dr. Purcell went on to say that his asthma patients were
eliminating the steroids largely due to this glyconutrient.”

3. “My second case was a gentleman who suffered from heart failure,
arthritis, and asthma. Scripps Clinic gave him the prognosis that he
would have to live with his illness and get ready to die. ... I put him on
a solid program of glyconutrients and scheduled an appointment to see
him in six weeks. Five and a half weeks later, this man practically burst
into my office to tell me he was feeling great and that he did not need to
see me. He proceeded to do a knee bend, and proclaimed that if he had
tried that six weeks ago, he would have fallen to the ground and not been
able to get up. A few weeks later when I rechecked his heart function, it
had improved from one-third normal to entirely normal. To add to this,
his asthma symptoms were also resolved.”

4, ThevBrink CD concludes with:
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“Thank you for listening to the “Back from the Brink” audio program.
This information you just heard could dramatically affect the quality of
your life as well as the lives of your loved ones. Since research shows
that these biological sugars are very likely missing from your diet, they
are now available to everyone through nutritional supplementation. You
may be wondering how to order this special glyconutrient formula for you
and your family. The same formula that Dr. Schlachter used and
continues to use with his patients. Since this formula has been patented,
it’s available through only one company only. To order, please get back
with the person who shared this important health breakthrough with you.
And remember, glyconutrients are for everyone, whether you feel great
and want to enhance your health even more, or whether you’re struggling
with a health condition. Your body depends on these glyconutrients.”

B. Defendants further endorse the making of a disease claim to cure, treat, or
mitigate Down syndrome for their products through a book offered at their
conventions titled, A Gift Called Michelle, which includes a forward by
Defendant Reginald McDaniel, who at the time the forward was written was
the Medical Director of Mannatech. At MannaFest 2006, Michelle, a Down
syndrome girl who is the subject of the book, was in attendance signing
copies of the above book. The book also includes “before and after” pictures
of Michelle, including an “after” picture of Michelle with Defendant Caster.
1. The McDaniel forward makes the following claims:

“I requested to hear from other parents with significant improvements in
children with Down syndrome which resulted in over 50 positive
responses with the addition of micronutrients to the diet...Each child’s
genes know what to do with elements and nutrients, if the right and
sufficient nutrients are added back into the diet. The same results were
reported from parents with children having: cerebral palsy,
leukodystrophy, fragile-X syndrome, autism, and a wide range of gene
caused malfunction and development based alterations in cellular
synthesis, physical damage to the brain and the neuromuscular system,

other organs that include types of muscular dystrophy and other rarer
enzyme or glycoprotein gene defects that include hemophilia.”
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2. Excerpts from the book, which has been endorsed by both Defendants
McDaniel and Caster, include:

a.

p. 9. “...we were introduced to glyconutritionals through a friend.
Almost immediately Michelle was transformed from a chronically
sick child to a well, asthma and ADHD-free child....In 2001 Las
Vegas Magazine ran a feature article called “Beating the Odds in
Vegas,” about a man who had a near-death experience from
streptococcal toxic-shock syndrome but who returned to health from
giving him aggressive amounts of glyconutitionals....Suddenly it
became evident that these supplements were changing more than
health. They were changing the features of a chromosomal disorder!”

p. 20. “When essential sugars are missing from our diets it weakens
our immune system and opens it up to cancer, diabetes, heard disease,
AIDS, allergies, asthma, hepatitis-C, fibromyalgia, ADHD, and
eighty-five other autoimmune diseases.”

p. 25. “I have witnessed first hand the body’s healing powers when
glyconutritionals were taken for someone who suffered from lupus,
cancer, autism and of course asthma and seizures....The person with
lupus had suffered for years with the disease. She was in the final
stages of the disease when someone introduced her to the product.
She has been symptom free now for years. The person with cancer
was diagnosed with an inoperable form of cancer. After taking the
product he shocked his doctors when the tumor shrank and
disappeared. Within two weeks of taking the product, the young man
with autism stopped his screaming, and started to engage in social
conversations.”

p. 26. “Michelle’s facial features had indisputably changed since
taking the supplement. The features associated with Down Syndrome
had dramatically softened and the folds on her lids had nearly

disappeared....In short, her appearance changed as much as her
health.”

3. Inaddition to the forward by Defendant McDaniel, Defendant Caster has
also endorsed the book. In a September 10, 2006 Fort Worth Star-
Telegram article, Defendant Caster is quoted as saying that he has read
the book and has no problem with its assertions because, “if you read the
document ... what [the mother] basically quantifies is all the quality-of-
life improvements that have come as a result of the intervention of
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glyconutfients.”

C. Another CD offered at Defendants’ convention was titled “The Road to
Recovery - A Cancer Survivor’s Story,” which tells Dr. Michael Currieri’s

story about his recovery from tongue cancer thanks to Mannatech’s products.
Excerpts from the CD include:

1.

“Glyconutrient” Sham

“ took home the material that they had offered me, some brochures and
some scientific data, some audio tapes...and read through the material,
listened to the tapes, decided to attend a meeting that a doctor was
hosting, a meeting about glyconutritional products...I went to a meeting,
found out how I could obtain the products, and began taking the products,
a fairly high dosage of it. I talked to the doctor who had hosted that
meeting, told him my situation, and he recommended the dosage that I
should take...About ten days after I started taking these products... I felt
a shift in my body...I continued taking the products and the following
month, when I got my new lab results in, came a wonderful surprise: that
the T-cells and B-cells were both in the mid-20's, which prior to that, they
had been around 1, and my natural killer cells, which had been around
300-500, were now above 56,000.”

“I recommend it to everyone...had I known abut a product like this and
been on it, I would not have had to go through this in the first place. So,
preventative maintenance, it’s a whole lot better to prevent in the first
place than to try to cure it afterward, and I would hightly recommend this
for everyone to protect yourself, protect your loved ones. It’s proven
science, I’'m living proof of that.”

. The CD concludes with

“Okay, after hearing that, if you’d like to have additional information on
the glyconutritionals, the phytochemicals, the plant steroids or anything,

get with the person who gave you this tape. Thank you very much for
listening.” ‘

18.  Theabove testimonials and promotional materials also demonstrate another sham that

Defendants continuously employ in an attempt to avoid liability. Defendants instruct their associates

not to refer to Mannatech’s products by name when making certain claims, but instead to refer to
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them generically as “glyconutrients.” The associates are taught that once they have peaked the
interest of potential customers with these illegal health claims, they c;m direct the customer to the
“only company that makes these patented glyconutrients” - Mannatech. Defendants created and
perpetuate this “glyconutrient” sham in the hopes of avoiding liability because Defendants know that
the disease claims that are being made for their dietary supplements are illegal and that such claims
make their products unapproved new drugs or misbranded foods.
Corporate Websites |

19.  Defendants also use multiple websites to further market their dietary supplements as
drugs in violation of federal and state law. For example, Mannatech maintains its corporate website
at www.mannatech.com. At this website, you can find information about Mannatech’s products and
can order the products. For the most part, the portion of www.mannatech.com that is accessible to
the general public avoids making illegal health c}aims. But this website includes a password
protected area, accessible only to Mannatech associates, that includes other information that enables
and assists associates' in promoting Mannatech’s products by making illegal disease claims. For
example, the www.mannatech.com backpages include links to videos of the testimonials that are
given at Mannatech’s corporate conventions, like those described above. Defendant Mannatech, at
the insistence of Defendant Caster, has even indexed the testimoqials and made them sortable by
disease, making it as easy as pﬁs‘sible for its associates to use the illegal testimonials to peddle
Mannatech’s products.

20.  Mannatech maintains another website at www.glycoscience.com which purports to
“provide information on nutritional saccharides - glyconutritionals - that form the scientific

underpinnings for Mannatech’s product line...” This website is accessible to the general public as
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well as to Mannatech associates, and confains a number of “scientific studies” and papers that
Defendants use to try to support their claim that “glyconutrients” (i.e. Mannatech’s products) can
cure, treat, mitigate, or prevent diseases. Defendants and their affiliates heavily rely on these studies
to give Mannatech’s products an air of legitimacy and to support the sale of their prbducts. The vast
majority of these studies and papers were prepared by Mannatech employees or affiliates, are not
peer reviewed, have not been published or are published by Mannatech or entities closely affiliated
with Mannatech, and have little, if any, scientific value. Some of the studies referenced on the
glycoscience.com website are legitimate studies that have been published in recognized journals.
Those studies, however, are generic studies that have been done in the field of glycobiology and
provide no support for the claims being made by Defendants. Many doctors in the field of
glycobiology have strenuously objected to Defendants using their work to mislead consumers into
Bélieving Mannatech’s products can cure diseases. Nevertheless, Defendants continue to encourage
associates to use the studies in order to convince their non-medical and unsophisticated customers
that Mannatech’s products have these incredible curative properties.

21.  Even if all of the studies were scientifically valid studies and supported the
proposition that Defendants’ prbducts could cure diseases, Defendants still cannot rely upon these
studies to support their claims that their products cure, mitigate, treat, or prevent any diseases
because their products are dietary supplements and not drugs. If Defendants want to rely on any of
these studies to make diséase claims for their products, Defendants must apply to the FDA for
approval of any drug prior to it being marketed for that intended use. Defendants have not done so.
Nevertheless, Defendants continue to promote and heavily rely on “studies” with titles like:

A. Glyconutritionals: Implications in Cancer;
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B. Glyconutritionals: Implications in Rheumatoid Arthritis; and
C. Glyconutritionals: Implications in Asthma.
Defendant’s Patent

22.  Defendants’ pate'nt‘ for its products, obtainéd in 2005, clearly demonstrates that
Defendants’ intended use for their products are to cure, mitigate, treat, or prevent diseases. The
patent identifies many diseases that Mannatech claims its products cure, mitigate, treat, or prevent.
Attached as Exhibit 2 is an excerpt from Defendants’ patent, which is a list of more than fifty
diseases or conditions that Defendants assert can be cured, mitigated, treated, or prevented by
Defendants’ products. These are generally the same diseases that Defendants and their associates
promote the use of their dietary supplements to cure, mitigate, treat, or prevent in violation of federal
and state law. The patent protection obtained by Mannatech is for products with intended uses that
would make the products drugs, and therefore have to be approved by FDA. Again, FDA has not
approved any drugs for marketing by Mannatech or any Defendant. Mannatech and its associates
heavily rely on its Mannatech’s patent for credibility and validation.

23.  Defendants purport to have a policy that prohibits associates from using the patent
in the marketing and promotion of Mannatech’s products. But Defendants are well aware that
associates continue to use the patent to support fheir illegal disease claims, yet Defendants refuse to
take any reasonable action to prevent such conduct.

Associate Websites

24.  Defendants also promote their products as drugs that can cure, treat, mitigate, or

prevent numerous diseases in violation of federal and state law by allowing Defendants’ associates

to make such claims at sales presentations and on their websites. Defendants, including Defendant
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Caster, are fully aware that associates are making illegal claims, yet they refuse to take any

reasonable enforcement action against the associates to get the associates to stop making such

claims. A couple of examples of illegal marketing claims made by Mannetech associates that has

gone unchecked include the following:

A. The website www.glycohealthservice.com, which belongs to a Mannatech

associate, and is used to promote Defendants’ products, includes:

1. A transcript of “Back from the Brink” (which, as discussed above

contains multiple illegal claims) and

2. An Open Letter by Dr. Rayburne W. Goen (a prominent Mannatech

Associate). Excerpts of the letter include:

a.

“Amazing to me was the dramatic response of Lupus by restoring
these glyconutrients. Lupus is a disease from an overactive immune
system, when the immune system actually attacks its “own” body
cells. (“mis-communication”) On the other hand, I have seen reports
that taking glyconutrients dramatically increases low immune
function as in AIDS or Cancer.”

“A few of the disorders which have been shown (in reports or
published articles in Medical and Scientific journals) to be benefitted
or restored to normal health, (without interfering with appropriate
drug therapy as indicated ) are: Asthma, Rheumatoid Arthritis,
Osteoarthritis, Systemic Lupus, Fibromyalgia, Chronic Fatigue
Syndrome, Multiple Sclerosis, Peripheral Neuropathies, Attention
Deficit-Hyperactivity Disorder, Down Syndrome, Diabetes, Muscular
Dystrophy, Cancer, Ulcerative Colitis, Crohn’s, Alzheimer’s,
Parkinsonism, Hepatitis C, and AIDS, as well as a whole host of

- others.”

Plaintiff’s Original Petition
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B. Another Mannatech associate website used to promote Defendants’ products, '
www.livingsugars.com, includes:

1. Numerous teétimonials with pictures and descriptions, including Down
syndrome, subglottic hemangioma, skin rash, severe burns, birthmarks,
cerebral palsy, severe allergies, anorexia, MS, and skin cancer. These
same pictures and testimonials are found on numerous other websites.

2. Statements that imply that the last four Nobel Prizes have been Won in
connection with the study of glyconutrients, including the 1999 Nobel

~ Prize which went to Dr. Gunter Blobel.‘ Dr. Blobel has previously sent
a cease and desist letter to Mannatech in 2004 to get the Defendanté to
stop using his name and research in the promotion of Defendants
products. Dr. Blobel, along with two other Nobel laureates, Dr. Paul
Greengard and Dr. Paul Nurse, filed a complaint with the New York
Attorney General’s Office over the use of their names by Mannatech.
C. The website of another associate, www.healthtestimonies.com, includes an
audio recording of four different marketing products which feature various
doctors. These recordings, all of which include multiple illegal testimonials,
are listed under a page titled “Dr Reports.” Combined, the four presentations,
each of which is approximately 30 minutes, are represented to contain
testimonials for a total of 24 conditions which are identified on the website

as: Arthritis, Asthma, Attention Deficit Disorder, Brain Aneurysm, Brest
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| Cancer, Cancer, Cataract, Cerebral Palsy, Diabetes, Diabetic Blind,
Fibromyalgia, Golf Ball Brain Tumor, Heart Failure, Lou Gehrig's Disease,
Low Back Pain, Micro Valve Prolapse, Muscular Dystrophy, Osteoarthritis,
Peripheral Neuropathy, Progeria, Prostate Cancer, Retinopathy, Rotor Cuff
Pain, Streptococcal Toxic-Shock Syndrome. The website has another page
titled “Products” which specifically includes the names and marketing
materials for> Mannatech’s products.
Third Party Marketing Materials
25.  As noted throughout, there are many individuals and companies who have produced
and sell promotional materials to be used as an aid to selling Mannatech’s products. Many of these
promotional materials can be found on associate websites, can be purchased at Mannatech corporate
events, and can be purchased from vendors over the Internet. For example, www.glycotools.com
is a website that is exclusively dedicated to selling Mannatech sales aids, including dozens of CDs,
DVDs, brochures, and other promotional materials. This website is owned and operated by Dupli-
Pack, which is also a prominent vendor at Mannatech’s corporate events. The same products that
are available over the Internet are generally available at Mannatech’s conventions. Many of the
products sold on the website include very specific and illegal disease claims. Some of the
promotional materials elven include descriptions or titles which in and of themselves consist of illegal
testimonials or disease claims. For example, the following promotional materials and descriptions
are available on the website:

A. How I Conquered Cancer — “After taking the nutrients for a short period of
time, his tumor started to shrink and it eventually disappeared altogether.”
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B. The Spectrum of Autism & Glyconutrients — “These 2-CDs contain
interviews with 11 experts. It also contains stories of children who have

recovered / are recovering, and the parent’s journey utilizing
Glyconutritionals.”

C. Pass It On — “It mentions over 30 major illnesses and catastrophic maladies.

It also contains 8 powerful testimonies, four of which have never been seen
before.” :

Defendants are well aware that these websites exist and are aware that they are selling marketing
materials that are illegal for Mannatech associates to use. This is evident by the fact that the
glycotools.com website includes a link to mannarelief.org and the mannarelief.org website (as
described below) includes a link to glycotools.com. Moreover, Defendant McDaniel is featured on
a number of the promotional materials sold on these websites, includiﬁg as a speaker on several CDs
or DVDs (including the “Pass It On” DVD) and has written forwards or introductions for written
materials. Despite their knowledge, Defendants have failed to take reasonable steps to prevent the
sale or use of these materials, and even encourage their use by allowing these companies to sell their
products at Mannatech sponsored conventions.
Defendant’s Compliance and Training Policies
26.  Defendants represent that they maintain strict training and compliance procedures to
ensure that no illegal claims are made about Mannatech’s products. For example, Mannatech has
written “Associate Policies and Procedures,” a copy of which Mannatech claims to give to each new
associate. The Associate Policies and Procedures include the following provisions:
A. Advertising (paragraphs 2.1.1-2.1.2) - The policies state that an associate may
only advertise on the Internet using the “MannaPage” which are provided by

Mannatech and may only utilize Mannatech-produced sales materials.
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B. Advertising (paragraph 2.7) - Associates are strictly prohibited from creating,
selling or distributing sales aids that are not Company—approved.materials for
use in the U.S.

C. Generic Materials (paragraph 2.10) - Associate may use generic materials that
do not mention or directly allude to Mannatech or its products.

D. Use Educational Materials (paragraphs 2.11.1-2.11.3) - The policies provide
that educational material (i.e. published scientific and peer-reviewed articles
or papers -approved by Mannatech) are strictly prohibited from being
mentioned, unless the American Nutraceutical Association or equivalent has
certified the presenting associate. The papers may NOT be discussed, but

“only mentioned if the specific disease condition is asked about or commented
on during the meeting and may be displayed if they are physically separate
from the dietary supplements.

E. Testimonials at Meetings (paragraph 2.12) - At opportunity meetings, the
host may allow attendees to make public statements concerning improved
health they have personally been witness to after use of Company products,
if certlainAwritten or spoken disclaimers are made. At educational meetings,
the policies provide that a testimonial segment is not allowed, but then allows
the “communicating” of only personal first-hand knbwledge of health
improvement.

F. Product Claims and Misrepresentations (paragraphs 2.25,2.25.5,2.25.6) An

Associate is prohibited from 1) making or alluding to any medical or other
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prohibited claims regarding the prevention, treatment, cure or mitigation of
any disease from the use of Company products; 2) using disease-specific
names or written testimonials in promotion of the Company or its products;
3) audio, video and written testimonials cannot be used when discussing the
opportunity or the products.

27.  Mannatech also represents that it has a disciplinary process that includes a
Compliance Committee that meets on a regular basis to decide cases of reported policy violations.
Mannatech reports that associates that are found to have violated one or more of Mannat_ech’s
Associate Policies and Procedures may be required to complete additional compliance training or
may be subject to probation, fines, suspension, or termination of their associate agreements.

28.  While Mannatech tries to create the appearance that it strictly prohibits illegal drug
claims through its written policies and procedures, Defendants’ conduct clearly tells a different story.
First, Mannatech’s policies and procedures outl\ined above specifically allow conduct that is
prohibited by the TFDCA. For example, Mannatech’s policies allow at least limited personal
testimonials at both opportunity meetings (i.e. meetings to sign up new associates) and educational
meetings (i.e. meetings designed to sell producfs). Such personal testimonials, even with‘ a
disclaimer, constitute false advertising and are prohibited by the TFDCA.

29.  Mannatech’s policies and procedures on the use of “educational materials” and
“generic materials” also directly facilitate and perpetuate the “glyconutrient” scam discussed above.
While Mannatech Associates are “prohibited from making or alluding to any medical or other
prohibited claims regarding the prevention, treatment, cure or mitigation of any disease from the use

of Company products,” this policy, like the policy on testimonials, provides the “stamp of approval”
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for associates to advertise and market Mannatech’s products using disease claims. For example, the
policies and procedures allow the “mention” and display of scientific papers with claims regarding
the treatment or cure of diseases, if the specific disease condition is asked about or commented on
during the meeting. The policies also allow all generic materials to be used, regardless of the claims,
as long as the name of the product or company is not mentioned (i.e. if “glyconutrients” is
supplemented for Mannatech’s product). But such representations, both orally and on display,
constitute false advertising under Texas law because the representations are being used to advertise
and sell Mannatech’s products.

30. Moreover, regardless ofits written policies and procedures, Defendants’ conduct actually
encourages associates to make illegal drug claims, rather than deterring illegal claims. For example,
many of the people brought in by Mannatech to “train” associates regarding Defendants policies and
procedures are the very same Mannatech associates that are known to make some of the most
egregious disease claims. Rather than training associates onhow to comply with the law, the trainers
often train new associates on how to try to avoid the law.

31.  Defendants’ compliance program is also ineffective, in part, because rather than
actively monitoring associates, Defendants rely on “self-regulation” (i.e. the reporting of violations
by other associates or consumers). Moreover, even when a complaint is reported, Defendants fail
to take any reasonable action to discipline violating associates, especially if the associates are high
ranking associates who make a lot of money for Defendants. On occasion, Defendants take
“disciplinary action” against Mannatech associates in the form of a written or verbal warning to stop
making illegal disease claims. But such disciplinary action is only illusory, intended to creaté. the

impression that Defendants take real enforcement action. In fact, Defendants fail to follow up on
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such warnings to ensure that the associate has stopped making illegal claims, or take any further
action to deter associates from making illegal health claims. Some associates have received multiple
warning letters from Mannatech, but continue to make illegal claims without repercussibn.

32.  Moreover, Defendant Caster refuses to allow any more serious enforcement action
to be taken against high ranking associates. For example, on at least two occasions, Defendants’
Compliance Committee has met and made a recommendation to terminate and/or suspend for a
significant period of time a high ranking associate because of egregious illegal disease clairhs. In
e