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Special Note Regarding Forward-IL.ooking Statements

Certain disclosures and analysis in this Form 10-K, including information incorporated by reference, may include
forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the

“Securities Act”), Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and the Private
Securities Litigation Reform Act of 1995 that are subject to various risks and uncertainties. Opinions, forecasts,
projections, guidance, or other statements other than statements of historical fact are considered forward-looking
statements and reflect only current views about future events and financial performance. Some of these

forward-looking statements include statements regarding:

-management’s plans and objectives for future operations;
-existing cash flows being adequate to fund future operational needs;
future plans related to budgets, future capital requirements, market share growth, and anticipated capital projects and
' obligations;
-the realization of net deferred tax assets;
-the ability to curtail operating expenditures;
-global statutory tax rates remaining unchanged;
-the impact of future market changes due to exposure to foreign currency translations;
-the possibility of certain policies, procedures, and internal processes minimizing exposure to market risk;
-the impact of new accounting pronouncements on financial condition, results of operations, or cash flows;
-the outcome of new or existing litigation matters;
-the outcome of new or existing regulatory inquiries or investigations; and
-other assumptions described in this report underlying such forward-looking statements.

Although we believe that the expectations included in these forward-looking statements are reasonable, these
forward-looking statements are subject to certain events, risks, assumptions, and uncertainties, including those
discussed below and in the “Risk Factors™ section in Item 1A of this Form 10-K, and elsewhere in this Form 10-K and
the documents incorporated by reference herein. If one or more of these risks or uncertainties materialize, or if our
underlying assumptions prove to be incorrect, actual results and developments could materially differ from those
expressed in or implied by such forward-looking statements. For example, any of the following factors could cause
actual results to vary materially from our projections:

-overall growth or lack of growth in the nutritional supplements industry;
-plans for expected future product development;
-changes in manufacturing costs;
-shifts in the mix of packs and products;
-the future impact of any changes to global associate career and compensation plans or incentives;
-the ability to attract and retain independent associates and members;
-new regulatory changes that may affect operations or products;
the competitive nature of our business with respect to products and
pricing;
-publicity related to our products or network marketing; and
-the political, social, and economic climate.

Forward-looking statements generally can be identified by use of phrases or terminology such as “may,” “will,” “should,”
“could,” “would,” “expects,” “plans,” “intends,” “anticipates,” “believes,” “estimates,” “approximates,” “predicts,” “projects,”
“continues” or other similar words or the negative of such terms and other comparable terminology. Similarly,
descriptions of Mannatech’s objectives, strategies, plans, goals, or targets contained herein are also considered
forward-looking statements. Readers are cautioned when considering these forward-looking statements to keep in
mind these risks, assumptions, and uncertainties and any other cautionary statements in this report, as all of the
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forward-looking statements contained herein speak only as of the date of this report.

Unless stated otherwise, all financial information throughout this report and in the Consolidated Financial Statements
and related Notes include Mannatech, Incorporated and all of its subsidiaries on a consolidated basis and may be
referred to herein as “Mannatech,” “the Company,” “its,” “we,” “our,” or “their.”

Our products are not intended to diagnose, cure, treat, or prevent any disease and any statements about our products
contained in this report have not been evaluated by the Food and Drug Administration, also referred to herein as the
“FDA”.
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PART 1

Item 1. Business
Overview

Mannatech is a global wellness solution provider, which was incorporated and began operations in November 1993.
We develop and sell innovative, high quality, proprietary nutritional supplements, topical and skin care and anti-aging
products, and weight-management products that target optimal health and wellness. We currently sell our products in
three regions: (i) North America/South America (the United States, Canada, Colombia and Mexico); (ii) Europe/the
Middle East/Africa (“EMEA”) (Austria, the Czech Republic, Denmark, Estonia, Finland, Germany, the Republic of
Ireland, Namibia, the Netherlands, Norway, South Africa, Spain, Sweden and the United Kingdom); and (iii)
Asia/Pacific (Australia, Japan, New Zealand, the Republic of Korea, Singapore, Taiwan and Hong Kong). We conduct
our business as a single operating segment and primarily sell our products and packs through a network of
independent associates and members who occupy positions in our network. As of December 31, 2015, we had
approximately 219,000 active independent associate and member positions held by individuals in our network
associated with the purchase of our products and packs within the last 12 months.

We sell our products through network marketing, which we believe is the most cost-effective way to quickly and
effectively introduce our products and communicate information about our business to the global marketplace.
Network marketing minimizes upfront costs, as compared to conventional marketing methods, and allows us to be
more responsive to the ever-changing overall market conditions, as well as continue to research and develop high
quality products and focus on controlled successful international expansion. We believe the network marketing
channel also allows us to effectively communicate the potential benefits and unique properties of our proprietary
products to our consumers. In addition, network marketing provides our business-building independent associates with
an avenue to supplement their income and develop financial freedom by building their own business centered on our
business philosophies and unique products.

Our common stock is currently traded on the NASDAQ Global Select Market (“Nasdaq”) under the symbol “MTEX”".
Information for each of our two most recent fiscal years, with respect to our net sales, results of operations, and
identifiable assets is set forth in the Consolidated Financial Statements of this report.

Available Information

On our website (https://www.mannatech.com), we make available free of charge our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K, and certain other information filed or furnished with the
Securities and Exchange Commission (the “SEC”) as soon as reasonably practicable after electronically filing or
furnishing such material. The SEC maintains a website that contains reports, proxy and information statements, and
other information regarding issuers, including Mannatech, that electronically file with the SEC at http://www.sec.gov.
Additionally, such materials are available in print upon the written request of any shareholder to our principle
executive office located at 600 S. Royal Lane, Suite 200, Coppell, Texas 75019, Attention: Investor Relations, or by
contacting our investor relations department at (972) 471-6512 or IR @mannatech.com.

Business Segment, Products and Product Development

Business Segment. We conduct our business as a single operating segment — primarily through sales of nutritional
supplements, skin care and anti-aging products, and weight management and fitness products through network
marketing distribution channels in 25 countries. For more information with respect to the financial results and
conditions of our business segment, including financial information about geographic areas, see Note 16 to our
Consolidated Financial Statements, Segment Information.
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Products. Scientists have discovered that a healthy body consists of many sophisticated components working in
harmony to achieve optimal health and wellness and requires cellular communication to function at an optimal level.
Scientists also discovered that there are more than 200 monosaccharides that form naturally. Specific
monosaccharides are considered vital components for cellular communication in the human body. Furthermore,
scientists discovered that these monosaccharides attach themselves to certain proteins, which then form a molecule
called glycoprotein. Harper’s Biochemistry, a leading and nationally recognized biochemistry reference, has
recognized that these molecules are found in human glycoproteins, and are believed to be essential in helping to
promote and provide effective cell-to-cell communication in the human body.
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The history of our proprietary ingredients and products is as follows:

In 1994, we developed and began selling our first products containing Manapol® powder, an ingredient formulated to
support cell-to-cell communication.

In 1996, we enhanced our products based on the study of glycoproteins and our scientists developed our own
-proprietary compound, Ambrotose® complex, which we patented. Our Ambrotose® complex is a blend of
polysaccharides (composed of monosaccharides) that helps provide support for the immune system.

In 2001, we broadened our proprietary ingredients by developing the Ambroglycin® blend, a balanced food-mineral
-matrix which helps deliver nutrients to the body and which is used in our proprietary Catalyst™ and Glycentifls
vitamin/mineral supplements.

In 2004, we introduced our proprietary blend of antioxidant nutrients, MTech AO Blend® ingredient, which is used in
our proprietary antioxidant Ambrotose AO® product.

In 2006, we introduced a unique blend of plant-based minerals, natural vitamins, and standardized phytochemicals
for use in our proprietary PhytoMatrix® product. We also introduced a compound used in reformulated Advanced
" Ambrotose® complex. This compound allows a more potent concentration of the full range of mannose-containing

polysaccharides occurring naturally in aloe to be produced in a stable powdered form.

In 2007, we introduced into the United States market our skin care and anti-aging line of products that
supports skin’s natural texture, beauty, and elasticity. We also launched our PhytoMatri® caplets, Advanced
Ambrotose® capsules and MannasBear&upplement into international markets.

In 2008, we introduced a proprietary proteolytic enzyme and phytosterol dietary supplement that supports the body’s
natural recovery processes associated with physical activity in our BounceBack® capsules. We also introduced a
“proprietary version of whey protein peptide technology that assists targeted fat loss when combined with exercise and
a healthy diet in our OsoLean'Powder.

In 2009, we introduced our Omega-3, which features EPA/DHA essential acids, PhytoBurst'Nutritional Chews
formulated with vitamins, minerals, and phytonutrients from food-sourced ingredients, and GI-ProBalance'Slimstick,
“which is a synbiotic digestive product containing probiotics, prebiotics, and digestive enzymes. In addition, we
improved our Ambrotose® products to include beta-Carotene.

In 2010, we launched our Mannatech LIFT'Skin Care System, which is paraben-free and formulated to give skin a
more natural youthful appearance.

In 2011, we introduced our reformulated version of our Omega-3 supplement, which now includes Vitamin D5 and
-features EPA/DHA essential acids. We expanded several previously launched products from our domestic line to our
international markets.

In 2012, we launched our NutriVerus'Bowder, a single product that features all of our core scientific technologies at a
-very affordable price. This unique, ground-breaking product combines our core glyconutrient technologies with
vitamins, minerals, antioxidants and stabilized rice bran, all based on Real Food Technology solutions.

In 2013, we launched @¥kin cream, a breakthrough in anti-aging that incorporates Mannatech’s glyconutrient
-technology along with a microsphere delivery system that supports more thorough delivery of the active ingredients
to all levels of the skin.
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In 2014, we launched GlycoBOOM™ Advanced Immune Support Supplement, packed with nutrients that are designed
to support the body’s natural defenses.

In 2015, Mannatech introduced a new brain supplement, Cognitate™, featuring a proprietary blend of natural
ingredients to aid memory, recall and cognition.

Mannatech offers products based on Real Food Technology solutions, an approach that offers standardized amounts of
nutrients sourced from real foods and plants. We focus on producing products that are from all-natural sources. There
are three major categories of our products:

Health, which offers a variety of nutritional supplements that aid in optimizing overall health and wellness. This
category includes a variety of daily nutritional supplements, health solutions for children, and additional nutrients
designed to help keep specific body systems at optimal levels.

3
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Weight and Fitness, which offers products designed to curb appetite and burn fat, build lean muscle tissue, and
support recovery from overexertion.

Skin Care and Anti-Aging, which offers several products formulated with more than 30 botanical ingredients that are
designed to give the skin a more natural, youthful appearance by moisturizing, hydrating and reducing the appearance
of fine lines and wrinkles. In addition, we added our ¥"§kin rejuvenation créme to our skin care and anti-aging line.

The following table summarizes our products by category:

Product

Representative Products
Category

Ambrotose® complex, Ambrotose AO®, Advanced Ambrotose®, PhytoMatrix®, MannasBear$"
Catalyst,"PLUS;*"Manna-C;'CardioBALANCE®, InmunoSTART®, BounceBack®,

Health MannaCLEANSE; PhytAloe®, GI-Zyme®, Omega-3 with Vitamin D5, PhytoBurst'Nutritional
Chews, NutriVerus™, Optimal Support Packets, GI Pro Balan&imstick, GlycoBOOM™
Slimsticks, Manapol® powder, and Cognitate™,

Ei]frfg and OsoLean, GlycoSlim®, AmbroStart®, SPORT;*and EM-PACT®.
Skin Care and Emprizone®, FIRM with Ambrotose®, LIFT™ Multiphase Serum, LIFT™ Night Repair Créme, LIFT™
Anti-Aging Body Lotion, U"Cleanser, ¥"Skin Rejuvenation Creéme, W™Moisturizer, FreshDen™, Gel Mask, and

Organt.

A significant portion of our revenue is derived from NutriVerus, PLUS."#'8kin Rejuvenation, and our core
Ambrotose® complex products which include the Ambrotose® products and Advanced Ambrotose® products. Product
revenue from these products were as follows for the years ended December 31, 2015 and 2014 (in thousands, except
percentages):

2015 2014
% of % of
Sales by total Sales by total
product net product  net
sales sales
Advanced Ambrotose® $59,026 32.7 % $63,791 33.6%
Ambrotose® 9,686 54 % 10,895 5.7 %
NutriVerus™ 8,541 47 % 10530 55 %
PLUS™ 8,239 46 % 8,923 47 %
&'8kin Rejuvenation 5,394 3.0 % 13,431 71 %
Total $90,886 50.4% $107,571 56.6 %

Product Development. Our product committee continues to focus on potential new products and compounds that help
target or promote overall health and wellness. When considering new products and compounds, our product
committee considers the following criteria:

-marketability and proprietary nature of the product;

-demand for the product;

-competitors’ products;

10
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-regulatory considerations;
-availability of ingredients; and
-data supporting claims of efficacy and safety.

4
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To maintain a flexible operating strategy and the ability to increase production capacity, we contract with third-parties
to manufacture all of our products, which allows us to effectively respond to fluctuations in demand with minimal
investment and helps control our operating costs. We believe our suppliers and manufacturers are capable of meeting
our current and projected inventory requirements over the next several years. However, as a safety measure, we
continue to identify and approve alternative suppliers and manufacturers to ensure that our global demands are met in
a timely manner and to help minimize any risk of business interruption.

Industry Overview

Nutrition Industry

We operate in the nutritional supplement industry and distribute and sell our products through our own global network
marketing channel. The nutritional supplement industry is fast-paced, highly fragmented, and intensely competitive. It
includes companies that manufacture and distribute products that are intended to enhance the body’s performance and
well-being. Nutritional supplements include vitamins, minerals, dietary supplements, herbs, botanicals, and
compounds derived therefrom. Prior to 1990, all dietary supplements in the United States were tightly regulated by the
FDA and only included essential nutrients such as vitamins, minerals, and proteins. In 1990, the Nutrition Labeling
and Education Act expanded the category to include “herbs or similar nutritional substances”, but the FDA maintained
control over pre-market approval. However, in 1994, the Dietary Supplement Health and Education Act of 1994
(“DSHEA”) was passed in the United States, drastically changing the dietary supplement marketplace. The DSHEA was
instrumental in expanding the category of dietary supplements to further include herbal and botanical supplements and
ingredients such as ginseng, fish oils, enzymes, and various mixtures of these ingredients. Under DSHEA, vendors of
dietary supplements are now able to educate consumers regarding the effects of certain component ingredients.

Nutritional supplements are available through mass-market retailers, drug stores, supermarkets, discount stores, health
food stores, mail order companies, and direct sales organizations. Direct selling, of which network marketing is a
significant segment, has grown significantly and has been enhanced in the past decade as a distribution channel due to
advancements in technology and communications resulting in improved product distribution and faster dissemination
of information.

Direct Selling/Network Marketing Channel

Since the 1990s, the direct selling and network marketing sales channel has grown in popularity and general
acceptance, including acceptance by prominent investors and capital investment groups who have invested in direct
selling companies. This has provided direct selling companies with additional recognition and credibility in the
growing global marketplace. In addition, many large corporations have diversified their marketing strategy by
entering the direct selling arena. Several consumer-product companies have launched their own direct selling
businesses with international operations often accounting for the majority of their revenues. Consumers and investors
are beginning to realize that direct selling provides unique opportunities and a competitive advantage in today’s
markets. Businesses are able to quickly communicate and develop strong relationships with their customers, bypass
expensive ad campaigns, and introduce products and services that would otherwise be difficult to promote through
traditional distribution channels such as retail stores. Direct selling is a channel of distribution with healthy cash flow,
high return on invested capital, and long-term prospects for global expansion. According to the worldwide direct sales
data published by the World Federation of Direct Selling Association, in 2014 approximately 99 million global direct
sellers collectively generated annual retail sales of $182.8 billion.

Operating Strengths

1. High-Quality. Innovative. Proprietary Products. We base our product concept on the scientific belief that certain
glyconutrients, also known as monosaccharides, are essential for maintaining a healthy immune system. We believe

12
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the addition of effective nutritional supplements to a well-balanced diet, coupled with an effective exercise program,
will enhance and help maintain optimal health and wellness. We focus on producing products that are from
all-natural sources with no synthetic or chemically derived additives. We formulate our products with predominately
naturally-occurring, plant-derived, carbohydrate-based, safe ingredients that are designed to use nutrients working
through normal physiology to help achieve and maintain optimal health and wellness, rather than developing
common synthetic, carbohydrate-based products.

We believe that our patented blends and formulas distinguish us as a leader in the global nutritional supplements
industry. We also believe the use of unique compounds found in our products allows us to effectively differentiate and
distinguish our products from those of our competitors.

5
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Research and Development Efforts. We are steadfast in our commitment to quality-driven research and
development. We use systematic processes for the research and development of our unique proprietary product
2.formulas, as well as the identification of quality suppliers and manufacturers. Our research and quality assurance
programs are outlined on our corporate websites www.mannatechscience.org, www.mannatech.com, and
www.allaboutmannatech.com.

Mannatech’s team of experienced researchers and scientists continually reviews the latest published research data,
attends scientific conferences, and draws upon its vast knowledge and expertise to develop new products and support
existing ones. In addition, this team works in collaboration with other research firms, universities, institutes, and
scientists. Our products have been the focus of numerous pre-clinical and clinical studies.

To support our research and development efforts, we have strategic alliances with our suppliers, consultants, and
manufacturers that allow us to effectively identify and develop high-quality, innovative, proprietary products that
increase our competitive advantage in the marketplace.
These efforts include developing and maintaining quality standards, supporting development efforts for new
ingredients and compounds, and improving or enhancing existing products or ingredients. In addition, our research
and development team identifies other quality-driven suppliers and manufacturers for both our global and regional
needs.
Research and development costs — relating to new product development, enhancement of existing products, clinical
studies and trials, FDA compliance studies, general supplies, internal salaries, third-party contractors, and consulting
fees — were approximately $1.7 million for the year ended December 31, 2015 and $1.6 million for the year ended
December 31, 2014.
Quality Assurance Program. Mannatech uses only qualified manufacturing contractors to produce, test, and package
our finished products. These contractors must be compliant and current with required certifications and they must
“strictly adhere to our own quality standards for all markets. Certifications and guidelines that our contract

manufacturers are required to carry and/or follow include:

_the FDA’s current Good Manufacturing Practices for manufacturing, packaging, labeling, and holding of dietary
supplements;

-the FDA’s Good Manufacturing Practices for human food;

-the requirements of the Natural Health Products Directorate of Canada;

-the Korean Food and Drug Administration;

-certification by the Therapeutic Goods Administration of Australia, when necessary;

_the European Union’s Food Supplement Directive and Nutrition and Health Claims Regulations, as well as individual
member state legislation;

-the Taiwan Food and Drug Administration;
-the Japan Ministry of Health Labor and Welfare;

-the Singapore Health Sciences Authority;

14
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-the South African Department of Health and Medicines Control Council; and
-the Hong Kong Food and Environmental Hygiene Department and Department of Health Drug Office.

We have an established quality assurance program designed to ensure our manufacturers’ compliance with these
certifications and guidelines, and to ensure that proper controls are maintained during the manufacturing, evaluation,
packaging, storage, and distribution of our products. These controls include a comprehensive supplier audit and
surveillance program, third-party certifications, and continuous product monitoring.

A team of professionals, many of whom have extensive experience in the pharmaceutical industry, leads our in-house
quality assurance program and continually monitors the quality of our products, including the production process. In
addition, they work with suppliers and manufacturers to develop quality standards for raw material components and
products, and perform tests and inspections to ensure that finished products are safe and of high quality prior to
release.

15
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We require our dietary supplements to be packaged with seals to help minimize the risk of tampering. We also
perform stability studies under both controlled ambient and accelerated temperature storage conditions to ensure label
claims throughout the shelf life of our products.

To further ensure product quality, we seek qualified independent organizations to conduct further product testing. To
date, numerous products have been tested, and:

ten products are certified according to the NSF/ANSI 173 Dietary Supplement Standard—the only American
National Standard for dietary supplements. This certification ensures that this product contains only the
ingredients indicated on the label and is free of impurities, and that Good Manufacturing Practices were
used in the manufacturing facility; and

-twenty-six products have been tested and confirmed to be gluten-free by Covance Laboratories.

Global Scientific Advisory Board. A charter for an advisory board has been established and will be filled
by a combination of independent scientists and doctors from multiple disciplines, along with two members
of Mannatech staff. Members of the Global Scientific Advisory Board (GSAB) will review each new and
reformulated product to ensure ingredients and products are up to Mannatech’s high standards and are in
line with the latest, viable research. GSAB may also make ingredient and product suggestions for new
products.

High-Caliber. Industry-L.eading Independent Associates. Our global team of independent associates is comprised of
dedicated, hard-working, high-caliber individuals, many of whom have been associated with the network marketing
industry for decades and have been loyal to us since our beginning in 1993. To capitalize on their wealth of
knowledge and experience, we sponsor a panel of independent associates, called the “North American Associate

5.Advisory Council” (the “Advisory Council”), which helps identify and effectively relay the needs of our independent
business-building associates to us. The members of the Advisory Council are elected by their peers and serve a
three-year term. The Advisory Council meets periodically with our team of senior management to recommend
changes, discuss issues, and provide new ideas or concepts, including a full spectrum of innovative ideas for
additional quality-driven nutritional supplements aimed at maintaining optimal health and wellness.

Support Philosophy for Our Independent Associates and Members. We are fully committed to providing the highest
6.level of support services to our independent associates and members and believe that we meet expectations and

build customer loyalty through the following:
-offering highly-personalized and responsive customer service;
-offering a satisfaction guarantee product return policy;
providing comprehensive corporate websites (www.mannatech.com, www.allaboutmannatech.com,
www.mannatechscience.org, www.library.mannatech.com, www.events.mannatech.com, www.mannafest.com and
www.mannatechlive.com), that provide instant access to Internet ordering, marketing, technical and educational

information, and unique and innovative marketing tools;

maintaining an extensive web-based downline management system called Success Tracker'that provides access to
web conferencing and downline organization reporting for our independent associates at minimal costs;

~offering, in the United States and Canada, an effective compilation of online marketing and training tools, including
MannaSocial, and our Navig8 Global Business System;

16
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-offering updated training/orientation and compliance programs for our independent associates;

providing strategically based distribution fulfillment centers to ensure products are shipped on time and at minimal
cost; and

sponsoring marketing events, designed to provide information, education, and motivation for our dedicated
business-building associates and to help stimulate business development. These events provide an interactive venue
“for introducing new products and services and allow interaction between our management teams, outside researchers,
and independent associates.

7
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Flexible Operating Strategy. We believe efficiency, focus, and flexibility are paramount to our operations. For more
than a decade, we have contracted with third parties to supply and manufacture our proprietary raw materials and
products, which we believe allows us to minimize capital expenditures, capitalize on such parties’ expertise, and
build additional resources for strategic alliances in the areas of distribution and logistics, product registration, and
export requirements. By contracting with various suppliers and manufacturers and by outsourcing distribution for all
“of our operations, we believe we can quickly adapt operations to current demands in a timely, efficient, and
cost-effective manner. We monitor the performance of our third party contractors to ensure they maintain a high
quality of service. In addition, we identify alternative sources for our raw materials suppliers and finished goods
manufacturers to help prevent any risk of interruption in production should any existing contractors become unable
to perform satisfactorily.

Experience and Depth of Our Management Team and Board of Directors. We believe that our team of executives
has extensive experience in every aspect of business operations and is highly focused on our success. At December
31, 2015, our Board of Directors is composed of seven directors, including five independent directors. We believe
“our board members have a wealth of knowledge and experience in most aspects of our business operations and are
especially well versed in network marketing, finance, nutritional products, regulatory matters, and corporate
governance. Our entire management team is committed to delivering high-quality products and superior service.

Business Strategy

Our long-term goal is to be one of the world’s leading network marketing companies founded on the best
science-based proprietary products by incorporating a powerful global independent network distribution model into
our social entrepreneur consumption program. To achieve our goal, we believe we must focus on the following
business priorities:

Strengthening our Financial Results and Adding Value to Our Shareholders and Independent Associates. We focus
-on improving financial results by striving to increase our revenues in both our domestic and foreign operations and to

control our operating costs.

Attracting New Independent Associates and Retaining Existing Independent Associates. We continually examine our
global associate career and compensation plan and periodically offer incentives in order to attract, motivate, and

retain independent associates. We believe our global associate career and compensation plan encourages greater
associate retention, motivation, and productivity.

Carefully Planning and Executing New Market Entries. In order to expand efficiently around the globe, we must
-continue to present maximum opportunity to our current independent associates as well as those who will join us in
the future.

Developing New Products and Enhancing Existing Products. We continue to focus on new areas for future product
development. We continue our research efforts and strive to ensure that all of our products are made from high
-quality, effective ingredients that contain one or more of our proprietary compounds, which we believe supports our
goal to be a cutting-edge industry leader. We expect that any future products we develop will further complement and
enhance our existing products.

Intellectual Property
Trademarks. We pursue registrations for various trademarks associated with our key products and branding initiatives.
As of December 31, 2015, we had 29 registered trademarks in the United States and six trademark applications

pending with the United States Patent and Trademark Office. As of December 31, 2015, we had 328 registered
trademarks in 38 countries and 32 trademark applications pending in 14 foreign jurisdictions. Globally, the protection
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available in foreign jurisdictions may not be as extensive as the protection available to us in the United States. Where
available, we rely on common law trademark rights to protect our unregistered trademarks, even though such rights do
not provide us with the same level of protection as afforded by a United States federal trademark registration.
Common law trademark rights are limited to the geographic area in which the trademark is actually used. A United
States federal trademark registration enables us to stop infringing use of the trademark by a third party anywhere in
the United States provided the unauthorized third party user does not have superior common law rights in the
trademark within a specific geographical area of a particular state or region prior to the date our mark federally
registers. In the United States (and in many foreign jurisdictions) a registered trademark is valid for ten years and may
be renewed subject to the trademark owner demonstrating continued use of the mark in commerce.

8
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Patents. The Company applies for patent protection in various countries for the technology related to our product
formulations. As of December 31, 2015, we had 54 patents for technology related to our Ambrotose® formulation,
five of which are in the United States and the remainder of which are in 34 foreign jurisdictions. Overall, as of
December 31, 2015, 118 patents have been issued, granted and validated to Mannatech in major global markets for the
technology relating to our Ambrotose®, Ambrotose AO®, GI-ProBalance™, PhytoMati®x NutriVerus™, and
PhytoBurst® product formulations, as well as in the field of biomarker assays. Currently, we have 40 patent
applications pending in various jurisdictions relating to the technology supporting the above listed products. Patent
protection means that the patented invention cannot be commercially made, used, distributed or sold without the
patent owner's consent. These patent rights are usually enforced in a court, which, in most jurisdictions, holds the
authority to stop patent infringement. The protection is granted for a limited period, generally 20 years. In most
jurisdictions, renewal annuities or maintenance fees must be paid regularly during the term of the patent to keep the
patent in force.

Associate Distribution System

Overview. Our sales philosophy is to distribute our products through network marketing channels where consumers
purchase products for personal consumption or resale. Members purchase our products for personal use at a
discounted retail value, but do not participate in our global associate career and compensation plan. Independent
associates purchase our products at a discounted wholesale value and are eligible to participate in our global associate
career and compensation plan. All of our associates are independent contractors. We provide each new independent
associate with our policies and procedures that require the independent associates to comply with regulatory
guidelines and act in a consistent and professional manner.

Our revenues are heavily dependent upon the retention and productivity of independent associates who help us
achieve long-term growth. We believe the introduction of new innovative incentives, such as travel incentives, will
continue to motivate our independent associates and help expand our global purchasing base. We remain actively
committed to expanding the number of our independent associates through recruitment, support, motivation, and
incentives. We had approximately 219,000 active independent associate and member positions held by individuals
purchasing our products or packs during the 12 months ended December 31, 2015, and we had approximately 230,000
active independent associate and member positions held by individuals purchasing our products or packs during the 12
months ended December 31, 2014. We have a loyalty program through which consumers earn loyalty points from
qualified automatic orders, which can be applied to future purchases.

Independent Associate Development. Network marketing consists of enrolling individuals who build a network of
independent associates, members, and retail customers who purchase products. We support our independent associates

by providing an array of support services that can be tailored to meet individual needs, including:

offering educational meetings and corporate-sponsored events that emphasize business-building and compliance
related information;

-sponsoring various informative and science-based conference calls, web casts, and seminars;

_providing automated services through the Internet and telephone that offer a full spectrum of information and
business-building tools;

-maintaining an efficient decentralized ordering and distribution system;
providing highly personalized and responsive order processing and customer service support accessible by multiple

communication channels including telephone, Internet, or e-mail;
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-offering 24-hour, seven days a week access to information and ordering through the Internet;

offering Success Tracker™, a customized business-building genealogy system, which contains graphs, maps, alerts,
reports, and web video conferencing for our independent associates;

_offering, in the United States and Canada, a compilation of online marketing and training tools, including
MannaSocial, and our Navig8 Global Business System; and

providing a wide assortment of business-building and educational materials to help stimulate product sales and
simplify enrollment.

We provide product and network marketing training and education for new independent associates. This includes a
unique global training/orientation program that uses audio, video and web components to familiarize new associates
with the Company, and includes short, segmented trainings on how to succeed as part of the sales force. We also
regularly provide training on using online tools such social media and our own suite of web marketing tools
specifically designed for associates to use. We also offer a variety of brochures, monthly newsletters, and other
promotional materials to associates to assist in their sales efforts, training, and continuing education. We continually
update our training and promotional materials to provide our associates with the most current information and
motivational tools.

9

21



Edgar Filing: MANNATECH INC - Form 10-K

Table of Contents

Our global associate career and compensation plan consists of ten independent associate achievement levels; from
lowest to highest, these include regional, national, senior national, executive, senior executive, presidential, bronze,
silver, gold, and platinum. These achievement levels are determined by the growth and volume of the independent
associates’ direct and indirect commissionable net sales, as well as expanding their networks, which are all assigned a
point volume. Promotional materials and training aids are not assigned a point volume. This point volume system,
referred to as our global seamless downline structure, allows independent associates to build their network by
expanding their existing downlines into all international markets. Our global associate career and compensation plan
is intended to comply with all applicable governmental regulations that govern the various aspects of payments to
independent associates in each country.

Based upon our knowledge of industry-related network marketing compensation plans, we believe our global
associate career and compensation plan remains strong in the industry and is currently among the most financially
rewarding plans offered. Together, our commissions and incentives range approximately from 39% to 43% of our
consolidated net sales.

Our global associate career and compensation plan pays various types of commissions and incentives based upon a
point system that calculates a percentage of the independent associate’s commissionable direct and indirect net product
sales and the attainment of certain associate achievement levels. All payments to our independent associates are made
after they have earned their commissions. We believe our global associate career and compensation plan fairly
compensates our independent associates at every stage of building their business by quickly rewarding an independent
associate for both the breadth and depth of their global seamless downline structure.

Our global associate career and compensation plan identifies and pays 18 types of commissions to our qualified
independent associates, which are based on the following:

-generating product sales from an independent associate’s global downline to earn certain achievement levels;
-enrolling new independent associates or members who place a product order;

-obtaining certain achievement levels and enrolling other independent associates who place qualifying orders;
obtaining and developing certain achievement levels within their downline organizations to qualify for additional
'bonuses; and

-various other incentive programs.

Management of Independent Associates. We actively monitor our independent associates’ activities related to sales of
our products and the promotion of certain business opportunities by requiring our independent associates to abide by
our policies and procedures. However, we have limited control over the actions of our independent associates. To aid
in our monitoring efforts, we provide each independent associate with a copy of our policies and procedures prior to
or upon signing up as an independent associate. We also use various media formats to distribute changes to our
mandatory policies and procedures, including our corporate website, conference calls, educational meetings, corporate
events, seminars, and webcasts.

Our legal/compliance department, in cooperation with other departments and associates, periodically evaluates the
conduct of our independent associates and the need for new or revised policies and procedures. Our monitoring efforts
include reviewing associates’ websites, promotional materials, and meetings. Our legal/compliance program assists in
maintaining high ethical standards among our independent associates, which helps our independent associates in their
sales efforts.

To help manage our associates, our legal/compliance department periodically monitors independent associates’
websites for content. In addition, associates may use our anonymous compliance reporting system to report
non-compliant websites to the compliance department, which then further investigates such websites. In an effort to
decrease the number of independent websites owned by our independent associates and to preserve and protect our
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trademarks, we offer standardized personal web pages to our associates that help them with their sales efforts and
provides consistent, standardized information, and education. We also offer our independent associates and members a
free standardized website through our Navig8 Global Business System service.
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Our legal/compliance program also provides our independent associates with a standardized and anonymous
complaint process. When a complaint is filed against an independent associate, our legal/compliance department
conducts a mandatory investigation of the allegations, if warranted. Depending on the nature of the violation, we may
suspend or terminate the non-compliant associate’s agreement or we may impose various sanctions, including written
warnings, probation, withholding commissions, and termination of associate status. We will terminate any associate’s
agreement for making claims that our products can treat, cure, mitigate or prevent any disease, unless such claim is de
minimus and isolated.

Product Return Policy. We stand behind our packs and products and believe we offer a reasonable and
industry-standard product return policy to all of our customers. We do not resell returned products. Refunds are not
processed until proper approval is obtained. All refunds must be processed and returned in the same form of payment
that was originally used in the sale. Each country in which we operate has specific product return guidelines.
However, we allow our independent associates and members to exchange products as long as the products are
unopened and in good condition. Our return policies for our retail customers and our independent associates and
members are as follows:

Retail Customer Product Return Policy. This policy allows a retail customer to return any of our products to the
original independent associate who sold the product and receive a full cash refund by the independent associate for
-the first 180 days following the product’s purchase, if located in the United States and Canada, and for the first 90
days following the product’s purchase in the remaining countries. The independent associate may then return or
exchange the product based on the independent associate product return policy.

Independent Associate and Member Product Return Policy. This policy allows the independent associate or member
to return an order within one year of the purchase date upon terminating his/her account. If an independent associate
or member returns a product unopened and in good condition, he/she may receive a full refund minus a 10% fee. We
may also allow the independent associate or member to receive a full satisfaction guarantee refund if they have tried
-the product and are not satisfied for any reason, excluding promotional materials. This satisfaction guarantee refund
applies in the United States and Canada, only for the first 180 days following the product’s purchase, and applies in
the remaining countries for the first 90 days following the product’s purchase; however, any commissions earned by
an independent associate will be deducted from the refund. If we discover abuse of the refund policy, we may
terminate the independent associate’s or member’s account.

Information Technology Systems

Our information technology and e-commerce systems include a transaction-processing database, financial systems, an
associate management system, and comprehensive management tools that are designed to:

-minimize the time required to process orders and distribute products;

-provide customized ordering information;

quickly respond to information requests, including providing detailed and accurate information to independent
“associates about qualification and downline activity;

-provide detailed reports about paid commissions and incentives;

-support order processing and customer service departments; and

-help monitor, analyze, and report operating and financial results.

To complement our transaction database, we developed a comprehensive management tool called Success Tracker™
that is used both internally and by our independent associates to manage and optimize their business organizations.
With this tool, independent associates have constant access to graphs, maps, alerts, and reports on the status of their
individual organizations, which helps to optimize their earnings.
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We also maintain a written service continuity disaster recovery plan, which was developed using the guidelines
published by the National Institute of Standards of Technology to minimize the risk of loss due to any interruption in
business. Our disaster recovery plan encompasses all critical aspects of our business and identifies contacts and
resources. Additionally, we perform daily backup procedures and proactively monitor various software, hardware, and
network infrastructure systems. We also perform routine maintenance procedures and periodically upgrade our
software and hardware to help ensure that our systems work efficiently and effectively and to minimize the risk of
business interruption. Although we maintain an extensive disaster recovery plan, a long-term failure or impairment of
any of our information technology systems could adversely affect our ability to conduct day-to-day business. Please
see “Risk Factors — If our information technology system fails, our operations could suffer.”
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We continue to enhance our information technology, websites, and e-commerce platforms to remain competitive and
efficient.

Government Regulations

Domestic Regulations. In the United States, governmental regulations, laws, administrative determinations, court
decisions, and similar legal requirements at the federal, state, and local levels regulate companies such as ours and
network marketing activities. Such regulations address, among other things:

direct selling and network marketing

systems;
-transfer pricing and similar regulations affecting the amount of foreign taxes and customs duties paid;
-taxation of independent associates and requirements to collect taxes and maintain appropriate records;
-how a company manufactures, packages, labels, distributes, imports, sells, and stores products;
-product ingredients;
-product claims;
-advertising; and
-the extent to which companies may be responsible for claims made by independent associates.

The following governmental agencies regulate various aspects of our business and our products in the United States:

-the Food and Drug Administration (the “FDA”);

-the Federal Trade Commission (the “FTC”);

-the Consumer Product Safety Commission;

-the Department of Agriculture;

-the Environmental Protection Agency;

-the United States Postal Service;

-state attorney general offices; and

-various agencies of the states and localities in which our products are sold.

The FDA regulates the formulation, manufacturing, packaging, storage, labeling, promotion, distribution, and sale of
foods, dietary supplem