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Executive Summary

5REHUW�(��&RRSHU� -U��VXEPLWV�WKLV�DSSOLFDWLRQ�WR�VHUYH�DV�WKH�,QGHSHQGHQW�&RPSOLDQFH�

$XGLWRU� �³,&$´� SXUVXDQW� WR� WKH� 6WLSXODWHG� 2UGHU� IRU� 3HUPDQHQW� ,QMXQFWLRQ� DQG� 0RQHWDU\�

-XGJPHQW� HQWHUHG� LQ� WKH� FDVH� RI� Federal Trade Commission v. Herbalife International of 

America, Inc. et al. �³2UGHU´��� ZLWK� DVVLVWDQFH� IURP� VHOHFWHG DWWRUQH\V� DW� %DVV�� %HUU\� 	� 6LPV�

3/&��WKH�ODZ�ILUP�ZKHUH�KH�LV�D�SDUWQHU��*HQHUDO�&RRSHU�ZRXOG�DOVR�HQJDJH�WKH�DVVLVWDQFH�RI�D�

SURIHVVLRQDO�VHUYLFHV�ILUP�ZLWK�UHVRXUFHV�LQ�DFFRXQWLQJ DQG LQIRUPDWLRQ�WHFKQRORJ\�

*HQHUDO� &RRSHU� KDV� EURDG� H[SHULHQFH� LQ� FRQVXPHU� SURWHFWLRQ� DQG� FRPSOLDQFH�

PRQLWRULQJ�� +H� VHUYHG� HLJKW� \HDUV� DV� 7HQQHVVHH� $WWRUQH\� *HQHUDO



�

Personnel



�

WR� GHYHORS� DQG� H[HFXWH� DXGLW� SURFHGXUHV�� ,Q� RUGHU� WR� REWDLQ� WKH� DSSURSULDWH� ILUP� ZLWK� GXH�

FRQVLGHUDWLRQ� WR� FRVW�� *HQHUDO� &RRSHU� ZRXOG� VHOHFW� IURP� D� QXPEHU� RI� QDWLRQDO� DQG� UHJLRQDO�

SURIHVVLRQDO�VHUYLFHV�ILUPV�XVLQJ�DQ�LQWHUYLHZ�SURFHVV�VLPLODU�WR WKDW�EHLQJ�XVHG�E\�WKH�)7&�DQG�

+HUEDOLIH�LQ�VHOHFWLQJ�WKH�,&$��7R�UHVSRQG�DV�IXOO\�DQG�TXLFNO\�DV�SRVVLEOH�WR�WKH�)7&¶V�5HTXHVW�

IRU� $SSOLFDWLRQV�� *HQHUDO� &RRSHU� KDV� DOUHDG\� FRQIHUUHG� RQ� D� SUHOLPLQDU\� EDVLV� ZLWK� VHYHUDO�



�

&RQVXPHU� SURWHFWLRQ� VHWWOHPHQWV� LQYROYLQJ� ZHLJKW� PDQDJHPHQW� RU� QXWULWLRQDO�

VXSSOHPHQWV� WKDW� ZHUH� QHJRWLDWHG� DQG� HQIRUFHG� E\� WKH� 7HQQHVVHH� $WWRUQH\� *HQHUDO¶V� 2IILFH�

XQGHU�*HQHUDO�&RRSHU¶V OHDGHUVKLS�LQFOXGH�

Airborne� 7HQQHVVHH� DOOHJHG� WKDW� $LUERUQH� PDGH� XQVXEVWDQWLDWHG� DQG� XQODZIXO�

PDUNHWLQJ� FODLPV� WKDW� LWV� GLHWDU\� VXSSOHPHQW� VHUYHG� DV� D� FROG� SUHYHQWLRQ� UHPHG\� DQG�

WRRN� WKH� OHDG�DPRQJ����VWDWHV�DQG� WKH�'LVWULFW�RI�&ROXPELD� LQ�QHJRWLDWLQJ�D ���PLOOLRQ�

VHWWOHPHQW� LQ� ������ 7KH� FRPSDQ\� UHDFKHG� VHSDUDWH� VHWWOHPHQWV� ZLWK� WKH� )7&� DQG� D�

SULYDWH�FODVV�DFWLRQ�

Dannon� 7HQQHVVHH�DOOHJHG�GHFHSWLYH�DGYHUWLVLQJ�FRPSODLQWV�DJDLQVW�'DQQRQ�&RPSDQ\�

,QF��IRU�FODLPLQJ�LWV�$FWLYLD�\RJXUW�KHOSHG�UHJXODWH�WKH�GLJHVWLYH�V\VWHP�DQG�LWV�'DQ$FWLYH�

GDLU\�GULQN�SURGXFW�SURYLGHG�³LPPXQLW\´�DQG�FROG�DQG�IOX�SUHYHQWLRQ�EHQHILWV��7HQQHVVHH�

ZDV� FR�OHDGHU� DPRQJ� ��� VWDWHV� LQ� QHJRWLDWLQJ� D� ���� PLOOLRQ� VHWWOHPHQW� LQ� ������ 7KH�

VHWWOHPHQW�IROORZHG�D�FORVHO\�FRRUGLQDWHG�LQYHVWLJDWLRQ�ZLWK�WKH�)7&��ZKLFK�HQWHUHG�LQWR�

D�VHSDUDWH�VHWWOHPHQW ZLWK�'DQQRQ�
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UXOHV� DQG� IHGHUDO� VHFXULWLHV� ODZV�� DQG UHYLHZLQJ� PDQ\� RWKHU� FRPSRQHQWV� RI� WKH� 1<6(¶V�

UHJXODWRU\�DQG�FRPSOLDQFH�SURJUDP��
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UHJXODWRU\� FRQWUROV�� DQG� REVHUYDWLRQ� RI� WUDGLQJ� DFWLYLW\� RQ� WKH� 1<6(� IORRU�� 7KH� ILUP� SURYLGHG�

FRPSUHKHQVLYH��EL�DQQXDO�UHSRUWV�WR�WKH�6(&�DQG�1<6(��DV�ZHOO�DV�IUHTXHQW��LQWHULP�UHSRUWV�WR�

WKH�1<6(�DV� LW� FRPSOHWHG� LQGLYLGXDO�DXGLW�SURFHGXUHV��7ZR�RI� WKH� OHDG�SDUWQHUV� LQ� WKH�1<6(�

HQJDJHPHQW�� 0HVVUV�� (VTXLYHO� DQG� 6WXPSI�� ZRXOG� EH� SDUW� RI� WKH� OHJDO WHDP� IRU� WKLV�

HQJDJHPHQW�

American Stock Exchange. ,Q�6HSWHPEHU�������WKH�ILUP�ZDV�UHWDLQHG�E\�WKH $PH[��DQG�

FRQILUPHG�E\�WKH�6(&��WR�VHUYH�DV�WKH�WKLUG�SDUW\�DXGLWRU�WR�FRQGXFW�FRPSUHKHQVLYH�UHYLHZV�RI�

WKH�$PH[¶V�VXUYHLOODQFH��H[DPLQDWLRQ��LQYHVWLJDWLRQ��DQG�GLVFLSOLQDU\�SURJUDP�UHODWLQJ�WR�WUDGLQJ�

DSSOLFDEOH�WR�IORRU�PHPEHUV��7KH�DXGLW�ZDV�VLPLODU�LQ�VFRSH�DQG�SURFHVV�WR�WKH�FRQFXUUHQW�DXGLW�

WKH�ILUP�SHUIRUPHG�IRU� WKH�1<6(��$V�ZLWK�WKH�1<6(�DXGLW��WKH�ILUP�UHQGHUHG�LQWHULP�UHSRUWV�WR�

WKH�$PH[�DV�LW�FRPSOHWHG�LQGLYLGXDO�DXGLW�SURFHGXUHV�DQG�WZR�FR
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SURYLGHG� IRU� HDFK� RI� WKHVH� HQJDJHPHQWV�� KRZHYHU�� FDQ� VSHDN� JHQHUDOO\� WR� WKH� TXDOLW\� RI� WKH�

ZRUN�SURGXFW�SURYLGHG�WR�WKH�JRYHUQPHQW�DJHQFLHV�DQG�UHJXODWHG�HQWLWLHV�

Proposed Activities

7KH�,&$¶V�ZRUN�DV�UHTXLUHG�E\�WKH�2UGHU�IDOOV�LQWR�WKUHH�SKDVHV��7KH�QXPEHU�RI�KRXUV�IRU�

HDFK� SKDVH� DQG� WKH� SHUFHQWDJH� RI� ZRUN� FRQGXFWHG� RQ�VLWH DQG� RII�VLWH� DUH� GLVFXVVHG� LQ� WKH�

(VWLPDWHG�&RVWV�VHFWLRQ�RI�WKLV�DSSOLFDWLRQ��7KH�IROORZLQJ�LV�D�GHVFULSWLRQ�RI�SURSRVHG�DFWLYLWLHV�

WR�EH�FRQGXFWHG�LQ�WKH�ILUVW�ILIWHHQ�PRQWKV�RI�WKH�HQJDJHPHQW��OHDGLQJ�XS�WR�WKH�ILUVW�VHPL�DQQXDO�

UHSRUW�UHTXLUHG�XQGHU�WKH�2UGHU�LQ�1RYHPEHU������

Phase I – Preliminary Tasks (September 2016 to May 2017)

7KH� ILUVW� SKDVH� OD\V� WKH�JURXQGZRUN� IRU� WKH� VXEVWDQFH�RI� WKH�DXGLW��7KHVH�SUHOLPLQDU\�

WDVNV�ZRXOG�FRQVLVW�RI�WKH�IROORZLQJ�LWHPV��LGHQWLILHG�E\�JHQHUDO�FDWHJRU\�

(QJDJH� D� SURIHVVLRQDO� VHUYLFHV� ILUP� WR� SURYLGH� DFFRXQWLQJ DQG ,7 UHVRXUFHV�� *HQHUDO�

&RRSHU� DQG� KLV� OHJDO� WHDP� KDYH� DOUHDG\� EHJXQ� WKLV� SURFHVV� E\� WDONLQJ� ZLWK� VHYHUDO�

SURIHVVLRQDO�VHUYLFHV�ILUPV�DQG�ZRXOG�HQJDJH�D�ILUP�SURPSWO\�VR�LW�FDQ�SDUWLFLSDWH�LQ�WKH�

UHPDLQLQJ�SUHOLPLQDU\�WDVNV�

&RQVXOW� ZLWK� WKH� )7&� DQG� +HUEDOLIH� DERXW� VFRSH� DQG� H[SHFWDWLRQV� IRU� FRQGXFWLQJ� WKH�

DXGLW�

&RQGXFW�RULHQWDWLRQ�ZLWK�+HUEDOLIH�EXVLQHVV��DFFRXQWLQJ��FRPSOLDQFH� ,7��DQG DXGLW�DQG�

LGHQWLI\�NH\�SRLQWV�RI�FRQWDFW�DW�+HUEDOLIH�LQ�HDFK�RI�WKHVH�DUHDV�

5HYLHZ� DQG� DVVHV� DFFRXQWLQJ�� FRPSOLDQFH�� ,7�� DQG� DXGLW� IXQFWLRQV� XSRQ� ZKLFK� WKH�

FRPSOLDQFH�WHDP�PD\�UHO\�ZLWK�DSSURSULDWH�WHVWLQJ�DQG�YHULILFDWLRQ�

'HYLVH�D�GHWDLOHG�ZRUN�SODQ��VFRSH��DQG�EXGJHW��7KLV�ZLOO�LQFOXGH�FUHDWLQJ�VSHFLILF�DXGLW�

SURWRFROV�WKDW�LGHQWLI\�UHOHYDQW�LQIRUPDWLRQ�DQG�GRFXPHQWV�WR�EH�JDWKHUHG��WKH�QHHG�IRU�

LQWHUYLHZV� RU� PHHWLQJV� ZLWK� UHOHYDQW� +HUEDOLIH� SHUVRQQHO�� DQG� KRZ� WKH� UHOHYDQW�

LQIRUPDWLRQ� DQG� PDWHULDOV� ZLOO� EH� DQDO\]HG� LQ� RUGHU� WR� GHWHUPLQH� FRPSOLDQFH� ZLWK� WKH�

VXEVWDQWLYH�SURYLVLRQV�RI�WKH�2UGHU�

5HYLHZ�WKH�SURSRVHG�ZRUN�SODQ��VFRSH��DQG�EXGJHW�ZLWK�)7&�DQG�+HUEDOLIH�

Phase II – Execution of Audit Procedures (May 2017 to October 2017)

:KLOH� GHWDLOV� RI� WKLV� SKDVH� ZLOO� EH� IXUWKHU� GHYHORSHG� DQG� UHILQHG EDVHG� RQ� WKH�

LQIRUPDWLRQ�JDWKHUHG�LQ�3KDVH�,��*HQHUDO�&RRSHU�FXUUHQWO\�DQWLFLSDWHV�WKH�FRPSOLDQFH�WHDP�ZLOO�

GLYLGH�WKH�VXEVWDQWLYH�SURYLVLRQV�RI�WKH�2UGHU�VXEMHFW�WR�DXGLW�E\�WKH�,&$�LQWR�ILYH�VHSDUDWH�ZRUN�

VWUHDPV�� (DFK� ZRUN� VWUHDP� ZRXOG� FRQVLVW� RI� LQGLYLGXDO� DXGLW� SURWRFROV� WKDW� ZRXOG� UHIOHFW� WKH�
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VSHFLILF�UHTXLUHPHQWV�HPERGLHG�E\�WKH�UHOHYDQW�VXEVHFWLRQV�RI�6HFWLRQ�,�RI�WKH�2UGHU��7KH�ZRUN�

RQ�HDFK�VWUHDP ZRXOG�EH�VWDIIHG�ZLWK�UHVRXUFHV�IURP %DVV��%HUU\�	�6LPV�DQG�WKH�SURIHVVLRQDO�

VHUYLFHV� ILUP�� DV DSSURSULDWH� IRU� WKH� VNLOOVHW� UHTXLUHG� IRU� HDFK� ZRUN� VWUHDP�� (DFK� SURWRFRO� RU�

ZRUN� VWUHDP� ZRXOG� SURGXFH� SHUWLQHQW� REVHUYDWLRQV� DQG� UHFRPPHQGDWLRQV� IRU� LQWHULP� LQIRUPDO�

UHSRUWV� WR�+HUEDOLIH�DQG�WKH�)7&��DV�DSSURSULDWH��7KH�JRDOV�RI� LQWHULP�UHSRUWLQJ�ZRXOG�EH�� ����
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Potential Conflicts of Interest or Bias

1HLWKHU�*HQHUDO�&RRSHU�QRU�DQ\�RWKHU�OHJDO�WHDP�PHPEHU�IURP�%DVV��%HUU\�	�6LPV�KDV�

DQ� DFWXDO�� SRWHQWLDO�� RU� SHUFHLYHG� FRQIOLFW� RI� LQWHUHVW�� *HQHUDO� &RRSHU¶V� ILUP� KDV� QRW� EHHQ�

HQJDJHG�WR�UHSUHVHQW�+HUEDOLIH� 1HLWKHU�*HQHUDO�&RRSHU�QRU�DQ\�RWKHU�OHJDO WHDP�PHPEHU�KDV�

EHHQ�HPSOR\HG�E\�+HUEDOLIH�RU� WKH�)7&��FRQWUDFWV�RU�JUDQWV�ZLWK�WKH�)7&�RU�+HUEDOLIH��RU�KDV�

DQ\� FORVH�� IDPLOLDO�� RU� EXVLQHVV� UHODWLRQVKLS� ZLWK� +HUEDOLIH� RU� WKH� )7&�� RU� WKHLU� DJHQWV� RU�

HPSOR\HHV��1HLWKHU�*HQHUDO�&RRSHU�QRU�DQ\�RWKHU� OHJDO� WHDP�PHPEHU� LV�D�SUHYLRXV�+HUEDOLIH�

ERDUG�PHPEHU�RU�HPSOR\HH��RU�D�SUHYLRXV�)7&�&RPPLVVLRQHU�RU�%XUHDX�'LUHFWRU�������

Estimated Costs
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Robert E. Cooper, Jr.
0HPEHU

1DVKYLOOH

��������������� 7(/

��������������� )$;

UFRRSHU#EDVVEHUU\�FRP

%RE� &RRSHU�� IRUPHU�7HQQHVVHH� $WWRUQH\� *HQHUDO�� UHMRLQHG� WKH� ILUP� LQ�
$SULO������DIWHU���� \HDUV�RI�SXEOLF�VHUYLFH��$V�D�PHPEHU�RI� WKH� ILUP
V�
&RPSOLDQFH�	�*RYHUQPHQW�,QYHVWLJDWLRQV�3UDFWLFH�*URXS��%RE�DGYLVHV�
FOLHQWV� RQ� PDWWHUV� UHODWHG� WR� FRPSOLDQFH� DQG� HQIRUFHPHQW� LVVXHV� DQG�
DVVLVW�FOLHQWV�LQ�UHVSRQGLQJ�WR�LQWHUQDO�LQYHVWLJDWLRQV�IURP�IHGHUDO��VWDWH��
RU� ORFDO� JRYHUQPHQWV�� +H� KDV� VLJQLILFDQW� H[SHULHQFH� LQ� LQYHVWLJDWLRQV�
DQG�HQIRUFHPHQW�PDWWHUV�FRQGXFWHG�E\�WKH�)HGHUDO�7UDGH�&RPPLVVLRQ��
&RQVXPHU� )LQDQFLDO� 3URWHFWLRQ� %XUHDX�� VWDWHV
� $WWRUQH\V� *HQHUDO�
RIILFHV��DQG�RWKHU� IHGHUDO�DQG�VWDWH� UHJXODWRUV�� ,Q�6HSWHPEHU�������KH�
ZDV� DSSRLQWHG� WR� VHUYH� DV� WKH� &RPSOLDQFH� 0RQLWRU� IRU� WKH� FRQVHQW�


