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Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange Act.
Yes © No x

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Sections 13 or 15(d) of the Securities Exchange
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subject to such filing requirements for the past 90 days. Yes x No ~
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Indicate by check mark if the Registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes © No x

At June 29, 2007, the aggregate market value of the common stock held by non-affiliates of the Registrant was $248,908,111, based on the
closing sale price of $15.89, as reported on the NASDAQ Global Market.

The number of shares of the Registrant s common stock outstanding as of March 7, 2008 was 26,460,788 shares.
Documents Incorporated by Reference

Mannatech incorporates information required by Part III (Items 10, 11, 12, 13, and 14) of this report by reference to its definitive proxy
statement for its 2008 annual shareholders meeting to be filed pursuant to Regulation 14A no later than 120 days after the end of its fiscal year.

Table of Contents 2



Edgar Filing: MANNATECH INC - Form 10-K

Table of Conten
TABLE OF CONTENTS
Special Note Regarding Forward-L.ooking Statements
Part I

Item 1.
Item 1A.
Item 1B.
Item 2.
Item 3.
Item 4.

Item 5.
Item 6.
Item 7.
Item 7A.
Item 8.
Item 9.
Item 9A.
Item 9B.

Item 10.
Item 11.
Item 12.
Item 13.
Item 14.

Item 15.
Signatures

Business

Risk Factors

Unresolved Staff Comments

Properties

Legal Proceedings

Submission of Matters to a Vote of Security Holders

Part I1

Market for Registrant s Common Equity. Related Shareholder Matters and Issuer Purchases of Equity Securities
Selected Financial Data

Management s Discussion and Analysis of Financial Condition and Results of Operations

Quantitative and Qualitative Disclosures About Market Risk

Financial Statements and Supplementary Data

Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
Controls and Procedures

Other Information

Part 111

Directors. Executive Officers. and Corporate Governance

Executive Compensation

Security Ownership of Certain Beneficial Owners and Management
Certain Relationships and Related Transactions. and Director Independence
Principal Accountant Fees and Services

Part IV
Exhibits and Financial Statement Schedules

Table of Contents

Page

23
32
32
33
37

38
41
42
68
69
70
70
73

73
73
73
73
73

73
74



Edgar Filing: MANNATECH INC - Form 10-K

Table of Conten
Special Note Regarding Forward-Looking 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, or the Securities Act, Section 21E of the Securities Exchange Act
of 1934, as amended, or 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:
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overall expected 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 and/or products;

any impact of competition, competitive products, and pricing;

any impact related to media or publicity; and

the political, social, and economic climate.
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Forward-looking statements generally can be identified by use of phrases or terminology such as may, will, should, could, would, expects,
intends, anticipates, believes, estimates, approximates, predicts, projects, potential, and continues or other similar words or the n

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 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 I

Item 1. Business
Overview

Mannatech, Incorporated is a global wellness solution provider, which was incorporated and began operations in November 1993. We currently
sell our products in the United States, Canada, Australia, the United Kingdom, Japan, New Zealand, the Republic of Korea, Taiwan, Denmark,
and Germany. We develop and sell innovative, high-quality, proprietary nutritional supplements, topical and skin care products, and
weight-management products that target optimal health and wellness. We operate as a single business segment and primarily sell our products
and starter and renewal packs through a network of independent associates and members, also called current independent associates and
members. As of December 31, 2007, we had approximately 575,000 independent associates and members who have purchased our products
within the last 12 months.

We sell our products through network-marketing, which we believe is a unique and very effective communication channel for both our business
and our products. Today there are thousands of products that can be purchased by consumers through a vast array of channels including retail
centers, mass marketing, the Internet, or network-marketing. We believe the network-marketing channel allows us to effectively communicate
the potential benefits and unique properties of our proprietary products to our consumers. We also believe network-marketing effectively
accelerates new product introduction into the global marketplace at a lower cost than other more conventional marketing methods such as
expensive ad campaigns. 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 businesses centered around our business philosophies and unique products.

Since our initial public offering in February 1999, our common stock has traded on the NASDAQ Global Market (formerly the NASDAQ
National Market) under the symbol MTEX . Information for each of our five most recent fiscal years, with respect to our net sales, results of
operations, and identifiable assets is set forth in Item 6. Selected Financial Data of this report.

Available Information

We make available free of charge, through our Internet website (www.mannatech.com), our annual reports on Form 10-K, quarterly reports on
Form 10-Q, current reports on Form §-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as soon as reasonably practicable after electronically filing such material with, or furnishing it to, the SEC. The SEC
maintains an Internet site that contains reports, proxy and information statements, and other information regarding issuers, including Mannatech,
Incorporated, 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 operate as a single business segment primarily as a seller of nutritional supplements through network-marketing
distribution channels in ten countries. See below for product information. 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.
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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 accurate cellular communication to function at an optimal level. In its most basic form, a body s internal
communication occurs at the cellular level and is referred to as cell-to-cell communication. Scientists also discovered that there are over 200
monosaccharides, also called sugar molecules, which form naturally. Eight of these specific monosaccharides, or sugar molecules, are
considered vital components for cellular communication in the human body. Furthermore, scientists discovered that these monosaccharides, or
sugar molecules, attach themselves to certain proteins, which then form a molecule called glycoprotein. Harper s Biochemistry, a leading and
nationally-recognized biochemistry reference source, recognizes that these eight sugar 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. These eight
monosaccharides, or sugar molecules, are:

fucose;

galactose;

glucose;

mannose;

N-acetylgalactosamine;

N-acetylglucosamine;

N-acetylneuraminic acid; and

xylose.
The history of our proprietary ingredients is as follows:

In 1994, we developed and began selling our first products containing Manapol®, an ingredient that supports 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. Ambrotose® complex is a blend of specific monosaccharides, also called glyconutrients
(sugar), that help provide support for the immune system.

In 2001, we broadened our proprietary ingredients by developing Ambroglycin®, a balanced food-mineral matrix which helps deliver
nutrients to the body and which is used in our proprietary Catalyst and Glycentials® products.

In 2004, we introduced our proprietary blend of antioxidant nutrients, called MTech AO Blend®, which is used in our proprietary
antioxidant product, Ambrotose AO®.
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In 2006, we introduced a unique blend of plant-based minerals, natural vitamins, and standardized phytochemicals for use in our
proprietary product, PhytoMatrix .

In 2006, we introduced a compound used in reformulated Advanced Ambrotose . 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 line of products that supports skin s natural texture, beauty, and

elasticity. We also launched PhytoMatrix , Advanced Ambrotose capsules and Manna Bears into international markets.
Currently, we offer two dozen different nutritional products, three topical products, seven different skin care products, and a weight-management
system consisting of four different products. We also offer a full spectrum of sales aids for our independent associates including various
enrollment and renewal packs, orientation and
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training programs, brochures, audio and videotapes, DVDs, web-based data management tools, and personalized website development.

Our product philosophy focuses on a full spectrum of products aimed at helping to promote and maintain optimal health and wellness including
the following:

Optimal Health, which offers a variety of nutritional supplements that aid in optimizing overall health and wellness and includes Plus, Classic
Plus, Advanced Plus, Glycentials® Vitamin and Mineral Supplement, Ambrotose AO®, Advanced Ambrotose , PhytoMatrix , Undaria, and
Catalyst.

Wellness Management. which concentrates on specialized nutrients to help support and maintain specific areas of the body and includes
Ambrotose® complex, CardioBalance®, ImmunoStart®, Ambrotose ® Bulk, MannaCleanse , PhytAld®, PhytAloe® Bulk, GI-Pro®, GI-Zyme®,
and Ambrotose Classic.

Lifestyle Solution, which is specifically designed to further support distinct physiological functions that may need additional nutritional support
and includes Manna-C , AmbroStaft, Mannatonin , MannaBar , and Wellness Water Bottle.

Sports Performance Nutrition, which targets an active lifestyle, helps provide nutrition to support optimal physical performance and maintain
muscle mass, and includes Sport and Empact®.

Weight-Management, called GlycoLEAN® BODY System that concentrates on certain aspects of nutrition and weight management and
includes Accelerator 3 , FiberSlim , and GlycoSIeal Replacement Drinks in Vanilla and Chocolate.

Skin Care, which is designed to help improve and strengthen the skin s own natural texture, softness and elasticity including damaged areas, as
well as help deliver vital antioxidants to the skin and includes three topical products: AmbroDerm®, Emprizone®, and Firm. In 2006, we
introduced seven additional skin care products into Japan and Republic of Korea, which include: Optimal Face Cleansing Cream, Optimal Skin
Lotion, Optimal Skin Serum, Optimal Eye Cream, Optimal Aftershave Milk, Optimal Cleansing Oil, and Optimal Skin Cream.

Children s Growth Essentials, which target nutrition for children to help optimize overall health and wellness and includes Glyco-Beaf8 and
MannaBears .

No one product accounted for more than ten percent of our net sales for the years ended December 31, 2007, 2006, and 2005.

In 2008, we are continuing our plans to launch additional skin-care products into the United States, Canada, Australia, New Zealand, Taiwan,
the United Kingdom, Denmark, and Germany. In addition, we plan to introduce our Optimal Health System and PhytoMatrix into South Africa
in the second quarter of 2008. We also plan to launch PhytoMatrix into other international markets and phase out Glycential.

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;

regulatory considerations;
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availability of ingredients; and

existence of data supporting claims of efficacy and safety.
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To maintain a flexible operating strategy and the ability to increase production capacity, we contract with third-parties to produce 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 have also identified and approved 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 highly fragmented and intensely competitive. It includes companies that manufacture and distribute products
that are generally 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 Food & Drug Administration ( 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 sold through mass market retailers, including mass merchandisers, drug stores, supermarkets, and 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.

The Nutrition Business Journal is a research, publishing and consulting company serving the nutrition, natural products, and alternative health
care industries. According to the Nutrition Business Journal, Supplement Business Report 2007, the United States supplement sales to
consumers in 2006 were $22.5 billion, which represented sales growth of 5.4% in 2006. The report also forecasts a 4-6% compound annual
growth rate in sales for 2007 through 2010. Historical sales for 2006 and 2005, and growth forecasts for 2007 from the different sectors within
the United States nutrition industry were as follows:

Projected
Nutrition Industry Sector 2007 2006 2005
Functional foods 36% 37% 35%
Nutritional supplements 26% 26% 28%
Natural and organic foods 29% 28% 28%
Natural personal care 9% 9% 9%
Total nutrition industry 100 % 100 % 100 %
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Of the total reported annual revenues from the United States nutrition industry, sited above, the percentage of total annual revenues by sales
outlet type for 2006 and 2005, and projected 2007 were as follows:

Projected

Nutrition Industry Sales Outlet 2007 2006 2005

Grocer, drug, mass merchandise or club 54% 54% 52%
Specialty retail 33% 33% 35%
Mail order 2% 2% 2%
Multi-level marketing/direct selling 8% 8% 8%
Practitioner 2% 2% 2%
Internet 1% 1% 1%
Total sales by sales outlet 100 % 100 % 100 %

The Nutrition Business Journal also reported that global nutritional industry sales for 2006 were $228.3 billion and that on average, the global
nutritional industry grew 8.3%. Predictions for 2007 are that the global nutritional industry will grow 7.5%. The expected growth rate for the
global nutrition industry is largely attributed to the following:

the wide acceptance of the Internet and increased access to information by consumers;

the rising cost of traditional health care;

the growing acceptance and study of the concept of natural-based alternatives;

the general aging of the population; and

the passage of regulatory acts in foreign markets similar to those in the United States, such as the DSHEA.

Direct Selling/Network-Marketing Channel

Since the 1990 s, the direct selling or 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, by-pass 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 an industry with steady annual growth, 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, through 2006 there were approximately 59.4 million sales people around the world who
generated annual retail sales of $109.4 billion.

Operating Strengths
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1.  High-Quality, Innovative, Proprietary Products. Our product concept is based on the scientific belief that certain monosaccharides,
or sugar molecules, are essential for maintaining a healthy immune system. We believe 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. Our products are formulated with predominately naturally-occurring, plant-derived, carbohydrate-based safe ingredients
that are designed to use nutrients working through normal physiology to help achieve
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and maintain optimal health and wellness, rather than developing synthetic, carbohydrate-based products, as other companies are
doing.
We believe that our patented proprietary blend of Ambrotose® complex found in the majority of our products distinguishes us as a leader in the
global nutritional supplements industry and that no other combination of vitamins, minerals, amino acids, or herbals can replace the
glyconutrients, also known as monosaccharides or sugar molecules, found in our Ambrotose® complex. 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.

2. 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 formulas, as well as the identification of
quality suppliers and manufacturers. Our research and quality assurance programs are outlined on our corporate website,
www.mannatech.com.

Dr. Robert Sinnott, who was employed in August 2005, leads our team of well experienced researchers and scientists. Our team of researchers
continually reviews the latest published research data, attends scientific conferences, and draws upon its vast knowledge and expertise. In
addition, our research team works in collaboration with other research firms, universities, institutes, and scientists. Our products have been the
focus of various clinical studies and research programs. Some of the more recent research agreements include a research agreement signed in
June 2006, with Hyperion Biotechnology, Inc., to fund a research study related to Ambrotose® complex and a third agreement signed in
December 2006, with St. George s Hospital & Medical School, in London, England to help fund a three-year clinical trial related to a dosing and
optimization study on our Ambrotose® complex technology.

We have strategic alliances with our suppliers, consultants, and manufacturers, which allow us to effectively identify, develop, and market
high-quality, innovative, proprietary products that increase our competitive advantage in the marketplace.

Our research and development 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. In 2007 and 2006, we invested approximately $6.6 million
and $6.5 million, respectively, in research and development efforts and projects and plan to spend approximately $7.6 million in 2008.

3. Quality Assurance Program. We use qualified manufacturing contractors to produce, test and package our finished products. These
contractors must strictly adhere to our quality assurance program and when necessary be certified by the Therapeutic Goods
Administration of Australia ( TGA ). The TGA requires companies that manufacture complementary medicines to comply with its
good manufacturing practices regulations. Our quality assurance program complies with the following regulations:

the FDA s current Good Manufacturing Practice ( GMP ) in manufacturing, packaging, labeling, or holding operations for
dietary supplements, as described in the Federal Register: June 25, 2007 (Volume 72, Number 121);

the FDA s GMP for human food, as described in 21 CFR part 110 of the Federal Code of Regulations; and

the requirements of the Natural Health Products Directorate of Canada.
We have established a quality assurance program, designed to ensure compliance with regulatory requirements and to ensure that proper controls
are maintained in the manufacturing, evaluation, packaging, storage; and distribution of our products. These controls include a comprehensive
supplier quality program that requires frequent audits and surveillances, third-party certifications, and product monitoring.
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Our in-house quality assurance program is led by a team of professionals, many of whom have extensive experience in the pharmaceutical
industry and continually monitor the quality assurance aspects of our products, including the production process. Our quality assurance
professionals develop quality standards and testing methods for ingredients and finished products and perform tests and inspections to ensure
that products are of high quality and safe. Products and ingredients that fail to meet our strict standards are rejected by our quality assurance
department.

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

4.  High-Caliber, Industry-Leading Independent Associates. Our global team of independent associates are comprised for the most part
of very dedicated, hard working, high-caliber compliant individuals, many of whom have been associated with the
network-marketing industry for decades and have been loyal to Mannatech 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 Advisory Council ,
and a panel of international independent associates, called the Global Advisory Council (collectively called the Advisory Council ),
which help identify and effectively relay the needs of our independent business-building associates to us. Each member of the
Advisory Council is elected by their peers and serves 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.

5. Support Philosophy for Our Customers. We are fully committed to providing the highest level of support services to our customers
and believe that we meet expectations and build customer loyalty through the following:

providing efficient order processing centers to support our operations;

offering highly-personalized and responsive customer service;

offering a 100% satisfaction guarantee product return policy for the first 180 days following the product s purchase ;

providing a comprehensive corporate website, which allows instant access to Internet ordering, marketing and educational
information, and unique and innovative marketing tools;

offering free personalized website development for our independent associates;

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

providing strategically based distribution fulfillment centers to ensure our products are shipped on time and at minimal cost;
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sponsoring comprehensive training about our products and promotional materials, and offering a full spectrum of
comprehensive educational materials; and

sponsoring several corporate events, which are designed to provide information, education, and motivation for our dedicated
business-building associates and to help stimulate business development. These events provide an inter