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please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. ~

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier of the effective registration statement for
the offering. ~

If this is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box
and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. ~

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box. ~

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until this Registration Statement shall become effective on such date as the Commission, acting
pursuant to said Section 8(a), may determine.



Edgar Filing: EYI INDUSTRIES INC - Form SB-2/A
PRELIMINARY PROSPECTUS SUBJECT TO COMPLETION, DATED DECEMBER 27, 2004

EYI INDUSTRIES INC.
83,646,847 SHARES OF COMMON STOCK

This Prospectus relates to the sale of up to 83,646,847 shares of EYI Industries’ common stock by certain
persons, who are, or will become, stockholders of EYI Industries.

Please refer to “Selling Stockholders” beginning on page 18.

EYI Industries is not selling any shares of common stock in this offering and therefore will not receive
any proceeds from this offering. We will, however, receive proceeds from the sale of common stock under the
Standby Equity Distribution Agreement. All costs associated with this registration will be borne by us.

The shares of common stock are being offered for sale by the selling stockholders at prices established on
the Over-the-Counter Bulletin Board during the term of this offering. These prices will fluctuate based on the demand
for the shares of common stock. On December 6, 2004, the last reported sales price of our common stock was $0.11
per share.

Cornell Capital Partners is an “underwriter” within the meaning of the Securities Act of 1933 in connection
with the sale of common stock under the Standby Equity Distribution Agreement. Pursuant to the Standby Equity
Distribution Agreement, Cornell Capital Partners will pay EYI Industries 98% of the market price of our common
stock. In addition, Cornell Capital Partners is entitled to retain 5% of the proceeds raised by us under the Standby
Equity Distribution Agreement. Further, pursuant to an agreement between EYI Industries and Source Capital Group,
Inc., EYI Industries is obligated to pay Source Capital Group from any proceeds we receive from sources introduced
to us by Source Capital Group, a cash amount equal to 4.5% of such proceeds and warrants to purchase shares of our
common stock equal to 6% of such proceeds. Source Capital Group introduced us to Cornell Capital Partners.

Brokers or dealers effecting transactions in these shares should confirm that the shares are registered
under applicable state law or that an exemption from registration is available.

Our common stock is quoted on the Over-the-Counter Bulletin Board under the symbol “EYIIL.”

These securities are speculative and involve a high degree of risk. Please refer to “Risk Factors”
beginning on page 5.

With the exception of Cornell Capital Partners, which is an “underwriter” within the meaning of the
Securities Act of 1933, no other underwriter or person has been engaged to facilitate the sale of shares of common
stock in this offering. This offering will terminate 24 months after the accompanying registration statement is declared
effective by the Securities and Exchange Commission. None of the proceeds from the sale of stock by the selling
stockholder will be placed in escrow, trust or any similar account.

The Securities and Exchange Commission and state securities regulators have not approved or
disapproved these securities, or determined if this prospectus is truthful or complete. Any representation to the
contrary is a criminal offense.

The date of this Prospectus is December 27, 2004
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PROSPECTUS SUMMARY

The following Prospectus Summary contains the most material information on EYT Industries Inc. You
should read the entire Prospectus carefully, including “Risk Factors” and our Financial Statements and the notes to the
Financial Statements before making any investment decision.

OUR COMPANY

We are in the business of selling, marketing, and distributing a product line consisting of approximately
35 nutritional products in two categories, dietary supplements and personal care products. Currently, our product line
consists of: (i) 24 dietary supplement products; and (ii) 11 personal care products consisting primarily of cosmetic and
skin care products. Our products are primarily manufactured by Nutri-Diem, Inc. a related party, and sold by us under
a license and distribution agreement with Nutri-Diem, Inc. Certain of our own products are manufactured for us by
third party manufacturers pursuant to formulations developed for us. Our products are sold in all 50 states, the District
of Columbia and Canada. Our products are marketed through a network marketing program in which independent
business associates purchase products for resale to retail customers as well as for their own personal use. We have a
list of over 400,000 independent business associates, of which approximately 11,000 we consider “active”. An “active”
independent business associate is one who purchased our products within the preceding 12 months.

Our independent auditors have added an explanatory paragraph to their audit issued in connection with
the financial statements for the period ended December 31, 2003, relative to our ability to continue as a going concern.
We have negative working capital of approximately $562,000 and an accumulated deficit incurred through September
30, 2004, which raises substantial doubt about our ability to continue as a going concern. Our ability to obtain
additional funding will determine our ability to continue as a going concern. Accordingly, there is substantial doubt
about our ability to continue as a going concern. Our financial statements do not include any adjustments that might
result from the outcome of this uncertainty.

We have a history of losses. We have incurred an operating loss since inception and had an accumulated
deficit of $5,521,026 as of September 30, 2004. For the nine months ended September 30, 2004 and 2003, we incurred
a net loss 2,898,616 and $1,367,781, respectively. For the six months ended December 31, 2003 and for the year
ended June 30, 2003, we incurred a net loss of $969,987 and $1,644,456, respectively. Consequently, we will in all
likelihood, have to rely on external financing for all of our capital requirements. Future losses are likely to continue
unless we successfully implement our business plan, which calls for us to secure both debt and equity financing while
pursuing acquisitions and/or joint ventures with companies in the nutritional supplement industry.

The independent business associates in our network are encouraged to recruit interested people to become
new distributors of our products. New independent business associates are placed beneath the recruiting independent
business associates in the “network™ and are referred to as being in that independent business associates’ “down-line”
organization. Our marketing plan is designed to provide incentives for independent business associates to build,
maintain and motivate an organization of recruited distributors in their down-line organization to maximize their
earning potential. Independent business associates generate income by purchasing our products at wholesale prices
and reselling them at retail prices. Independent business associates also earn commissions on product purchases
generated by their down-line organization.

We believe that our network marketing system is suited to marketing dietary supplement and personal
care products, because sales of such products are strengthened by ongoing personal contact between independent
business associates and their customers. Our network marketing system appeals to a broad cross-section of people,
particularly those looking to supplement family income or who are seeking part-time work. Independent business
associates are given the opportunity, through our sponsored events and training sessions, to network with other
distributors, develop selling skills and establish personal goals. We supplement monetary incentives with other forms
of recognition, in order to motivate independent business associates.
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ABOUT US

Our principal place of business is located at 3960 Howard Hughes Parkway, Suite 500, Las Vegas,
Nevada 89109, and our telephone number at that address is (604) 502-5131.
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THE OFFERING

This offering relates to the sale of common stock by certain persons who are, or will become, our
stockholders. The selling stockholders consist of:

e Cornell Capital Partners, which intends to sell up to an aggregate amount of 81,001,701 shares of common
stock, which includes 71,382,289 pursuant to a Standby Equity Distribution Agreement, 1,266,589 shares of
common stock issued as a commitment fee pursuant to the Standby Equity Distribution Agreement and
8,269,295 shares underlying convertible debentures.

e Newbridge Securities Corporation, an unaffiliated broker-dealer retained by EYI Industries in connection with
the Standby Equity Distribution Agreement, which intends to sell up to 33,411 shares of common stock issued
as a placement agent fee.

e Other selling stockholders, who intend to sell up to 83,528 shares of common stock underlying convertible
debentures.

e Other selling stockholders, who intend to sell up to 2,611,735 shares of common stock previously issued.

Pursuant to the Standby Equity Distribution Agreement, we may, at our discretion, periodically issue and
sell to Cornell Capital Partners shares of our common stock for a total purchase price of $10 million. Cornell Capital
Partners will purchase the shares of common stock for 98% of the lowest volume weighted average price of our
common stock during the 5 trading days immediately following notice of our intent to make a draw down under the
Standby Equity Distribution Agreement. Cornell Capital Partners intends to sell any shares purchased under the
Standby Equity Distribution Agreement at the then prevailing market price. In addition, pursuant to a verbal
amendment to an agreement dated May 25, 2004 between EYI Industries and Source Capital Group, Inc., we are
obligated to pay to Source Capital Group from any proceeds we receive from sources introduced to us by Source
Capital Group, a cash amount equal to 4.5% of such proceeds received by us and warrants to purchase shares of our
common stock equal to 6% of such proceeds received by us. Source Capital Group introduced us to Cornell Capital
Partners.

Based on our recent stock price of $0.11, we would have to issue to Cornell Capital Partners 92,764,379
shares of our common stock in order to draw down the entire $10 million available to us under the Standby Equity
Distribution Agreement. We are only registering 71,382,289 shares of common stock under the Standby Equity
Distribution Agreement in the accompanying registering statement. As of December 14, 2004, we had 162,553,041
shares of common stock issued and outstanding.

Common Stock Offered 83,646,847

Offering Price Market price

Common Stock Outstanding 162,553,041 shares

Before The Offering(

Common Stock Outstanding 242,288,153

After The Offering?®

Use Of Proceeds We will not receive any of the proceeds from the sale of stock by the selling
stockholder. Any proceeds we receive from the sale of common stock under the
Standby Equity Distribution Agreement will be used to finance acquisitions and
general working capital purposes. See “Use of Proceeds.”

Risk Factors The securities offered hereby involve a high degree of risk and immediate

substantial dilution and should not be purchased by investors who cannot afford

8
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the loss of their entire investment. See “Risk Factors” and “Dilution.”

Dividend Policy We do not intend to pay dividends on our common stock. We plan to retain any
earnings for use in the operation of our business and to find future growth.

Over-The-Counter EYII
Bulletin Board Symbol

(D) Based on shares outstanding as of December 14, 2004.

2) Assumes that all 71,382,289 shares, which are offered under this Prospectus in connection with our Standby
Equity Distribution Agreement, are issued as well as the 8,352,823 shares which are offered under this
Prospectus in connection with the conversion of convertible debentures, are issued.

3
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SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The following is a summary of our Financial Statements, which are included elsewhere in this Prospectus.
You should read the following data together with the “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” section of this Prospectus as well as with our Financial Statements and the notes therewith.

For the Nine For the Nine For the Six For the Six
Months Months Months Months
Ended Ended Ended Ended
December
September 30, September 30, December 31, 31,
2004 2003 2003 2002

STATEMENT OF OPERATION DATA: (Unaudited) (Unaudited) (Audited) (Unaudited)
Revenue 4,873,988 $ 9,232,642 $ 4,313,579 $ 7,472,349
Cost Of Goods Sold 2,976,005 6,455,563 2,845,800 5,676,878
Gross Profit 1,897,983 2,777,079 1,467,779 1,795,471
Operating Expenses

Consulting fees 823,989 601,232 394,200 385,500

Legal and professional 277,286 202,293 145,001 -

Customer service 303,720 864,845 488,944 663,727

Finance and administration 1,591,332 646,809 324,853 769,926

Sales and marketing 144,599 161,970 92,834 481,167

Telecommunications 378,701 420,046 231,318 -

Wages and benefits 885,110 801,820 547,076 -

Warehouse expense 417,572 429,596 221,882 381,816

Total Operating Expenses 4,822,309 4,128,612 2,446,108 2,682,136

Operating Loss (2,924,326) (1,351,532) (978,329) (886,665)
Other Income (Expenses) (33,445) (16,249) (7,928) (3,803)
Net Loss Before Taxes (2,957,771) (1,367,781) (986,257) (890,468)
Provision For Taxes -- - - -
Net Loss Before Allocation To Minority Interest (2,957,771) (1,367,781) (986,257) (890,468)
Allocation Of Loss To Minority Interest 59,155 -- 16,270 17,809
Net Loss (2,898,616)$ (1,367,781)$ (969,987)% (872,659)
Basic And Diluted Net Loss Per Common Share 0.02)$ 0.0 $ nil $ nil
Weighted Average Number Of Common Stock

Shares Outstanding 159,022,567 118,045,603 128,090,625 118,045,603

4
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BALANCE SHEET DATA:

Current Assets
Cash
Restricted cash
Accounts receivable
Related party receivables
Prepaid expenses
Inventory

Total Current Assets

Property, Plant and Equipment, Net
Deferred Offering Costs

Deposit

Intangible Assets

Total Assets

Current Liabilities
Bank indebtedness
Accounts payable and accrued liabilities
Accounts payable — related parties
Convertible debt-related party, net of discount
Customer deposits
Total Current Liabilities

Commitments And Contingencies
Minority Interest in Subsidiary

Stockholders’ Equity (Deficit)
Common stock
Discount on common stock
Additional paid-in capital
Stock warrants
Subscription Receivable
Accumulated deficit
Total Stockholders’ Equity (Deficit)

Total Liabilities And Stockholders’ Equity
(Deficit)

September 30,
2004
(Unaudited)

$ 43,711 $
210,946
48,497
4,996
974,290
205,274
1,487,714

79,039
341,250

17,101

$ 1,925,104 $

$ 13,361 $
1,000,819
612,193
415,000
8,250
2,049,623

376,419

162,103
(53,598)

2,784,814

2,141,768
(15,000)
(5,521,026)
(500,938)

$ 1,925,104 $

December 31,
2003
(Audited)
(Restated)

52,075 $
223,682
52,323
5,465
28,600
254,367
616,512

143,439

19,801
779,752 $
259,977 $
836,751

779,367

6,250
1,882,345

468,877

148,181
(53,598)
827,972
128,385

(2,622,410)
(1,571,470)

779,752 $

June 30,
2003
(Audited)

16,184
223,682
26,596
6,162
36,484
302,604
611,712

160,611

10,407
19,801

802,531

274,880
554,830
545,075

46,292
1,421,077

485,148

118,046
(53,598)
484,281

(1,652,423)
(1,103,694)

802,531

12
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RISK FACTORS

WE ARE SUBJECT TO VARIOUS RISKS THAT MAY MATERIALLY HARM OUR
BUSINESS, FINANCIAL CONDITION AND RESULTS OF OPERATIONS. YOU SHOULD CAREFULLY
CONSIDER THE RISKS AND UNCERTAINTIES DESCRIBED BELOW AND THE OTHER
INFORMATION IN THIS FILING BEFORE DECIDING TO PURCHASE OUR COMMON STOCK. IF
ANY OF THESE RISKS OR UNCERTAINTIES ACTUALLY OCCUR, OUR BUSINESS, FINANCIAL
CONDITION OR OPERATING RESULTS COULD BE MATERIALLY HARMED. IN THAT CASE, THE
TRADING PRICE OF OUR COMMON STOCK COULD DECLINE AND YOU COULD LOSE ALL OR
PART OF YOUR INVESTMENT.

RISKS RELATED TO OUR BUSINESS
We Have Historically Lost Money And Losses May Continue In The Future

We have a history of losses. We have incurred an operating loss since inception and had an accumulated
deficit of $5,521,026 as of September 30, 2004. For the nine months ended September 30, 2004 and 2003, we incurred
a net loss of $2,898,616 and $1,367,781, respectively. For the six months ended December 31, 2003 and for the year
ended June 30, 2003, we incurred a net loss of $969,987 and $1,644,456, respectively. Consequently, we will in all
likelihood, have to rely on external financing for all of our capital requirements. Future losses are likely to continue
unless we successfully implement our business plan, which calls for us to secure both debt and equity financing while
pursuing acquisitions and/or joint ventures with companies in the nutritional supplement industry. Our ability to
continue as a going concern will be dependent upon our ability to draw down on our Standby Equity Distribution
Agreement that we have established with Cornell Capital Partners. If we incur any problems in drawing down our
Standby Equity Distribution Agreement, we may experience significant liquidity and cash flow problems. If we are
not successful in reaching and maintaining profitable operations, we may not be able to attract sufficient capital to
continue our operations. Our inability to obtain adequate financing will result in the need to curtail business operations
and will likely result in a lower stock price.

We Have Been Subject To A Going Concern Option From Our Independent Auditors

Our independent auditors have added an explanatory paragraph to their audit issued in connection with
the financial statements for the period ended December 31, 2003, relative to our ability to continue as a going concern.
We have negative working capital of approximately $562,000 and an accumulated deficit incurred through September
30, 2004, which raises substantial doubt about our ability to continue as a going concern. Our ability to obtain
additional funding will determine our ability to continue as a going concern. Accordingly, there is substantial doubt
about our ability to continue as a going concern. Our financial statements do not include any adjustments that might
result from the outcome of this uncertainty.

If We Are Unable To Raise Additional Capital To Finance Operations, We Will Need To Curtail Or Cease Our
Business Operations

We have relied on significant external financing to fund our operations. As of September 30, 2004, we
had $43,711 in cash and our total current assets were $1,487,174. Our current liabilities were $2,049,623 as of
September 30, 2004. We will need to raise additional capital to fund our anticipated operating expenses and future
expansion. Among other things, external financing may be required to cover our operating costs. Unless we obtain
profitable operations, it is unlikely that we will be able to secure financing from external sources other than our
Standby Equity Distribution Agreement with Cornell Capital Partners. As of December 6, 2004, we estimate that we
will require $1,800,000 to fund our anticipated operating expenses for the next twelve months, which include, but are
not limited to, payroll, sales and marketing and telecommunications expenses. In the event we do not obtain the
necessary financing to fund our anticipated operating expenses, we will be forced to reduce our personnel and curtail

13
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our telecommunications and mailout expenses. The sale of our common stock to raise capital may cause dilution to
our existing shareholders. Our inability to obtain adequate financing will result in the need to curtail business
operations. Any of these events would be materially harmful to our business and may result in a lower stock price.
Our inability to obtain adequate financing will result in the need to curtail business operations and you could lose your
entire investment.

14
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Our Common Stock May Be Affected By Limited Trading Volume And May Fluctuate Significantly

Our common stock is traded on the Over-the-Counter Bulletin Board. Prior to this offering, there has been
a limited public market for our common stock and there can be no assurance that an active trading market for our
common stock will develop. As a result, this could adversely affect our shareholders’ ability to sell our common stock
in short time periods, or possibly at all. Our common stock is thinly traded compared to larger, more widely known
companies in the nutritional supplement industry. Thinly traded common stock can be more volatile than common
stock traded in an active public market. The average daily trading volume of our common stock in October 2004 and
November 2004 was 447,185 and 335,647 shares, respectively. We are registering 71,382,289 shares of our common
stock in connection with our Standby Equity Distribution Agreement in the accompanying registration statement. The
number of shares we are registering pursuant to this financing compared to our average daily volume will put
significant downward pressure on our stock price if these shares are eventually sold in the market. The lower our stock
price, the more shares we will have to issue in connection with advances we may request under our Standby Equity
Distribution Agreement. The high and low bid price of our common stock for the last two years has $0.45 and $0.05,
respectively. Our common stock has experienced, and is likely to experience in the future, significant price and
volume fluctuations, which could adversely affect the market price of our common stock without regard to our
operating performance. In addition, we believe that factors such as quarterly fluctuations in our financial results and
changes in the overall economy or the condition of the financial markets could cause the price of our common stock to
fluctuate substantially.

We Are Currently Dependent On Our Standby Equity Distribution Agreement With Cornell Capital Partners;
We May Not Be Able To Access Sufficient Funds When Needed; The Price Of Our Common Stock Will Affect
Our Ability To Draw Down On The Standby Equity Distribution Agreement

Currently, we are dependent upon external financing to fund our operations. Our financing needs are
expected to be provided, in large part, by our Standby Equity Distribution Agreement. Therefore, we are dependent on
our Standby Equity Distribution Agreement with Cornell Capital Partners to fund our operations. The amount of each
advance under the Standby Equity Distribution Agreement is subject to a maximum amount equal to $250,000. We
may not request an advance under the Standby Equity Distribution Agreement less than six trading days after a prior
advance request. Because of this maximum advance restriction, we may not be able to access sufficient funds when
needed. In addition, pursuant to the Standby Equity Distribution Agreement, in order to receive advances we must
have filed with the Securities and Exchange Commission in a timely manner, all reports, notices and other documents
required of a “reporting company” under the Securities Exchange Act of 1934, as amended.

In addition, there is an inverse relationship between the price of our common stock and the number of
shares of common stock which will be issued under the Standby Equity Distribution Agreement. Based on our recent
stock price of $0.11, we would have to issue to Cornell Capital partners 92,764,379 shares of our common stock in
order to draw down the entire $10 million available to us under the Standby Equity Distribution Agreement. We are
registering 71,382,289 shares of our common stock under the Standby Equity Distribution Agreement in the
accompanying registration statement. Based on our recent stock price of $0.11 and that we are only registering
71,382,289 shares of our common stock under the Standby Equity Distribution Agreement in the accompanying
registration we could only draw down $7,695,011 under the Standby Equity Distribution Agreement. Our Articles of
Incorporation currently authorize EYI Industries to issue 300,000,000 common shares and, as of December 14, 2004,
we had [162,553,041 shares of common stock issued and outstanding. In the event we desire to draw down any
available amounts remaining under the Standby Equity Distribution Agreement after we have issued the 71,382,289
shares being registered in the accompanying registration statement, we will have to file a new registration statement to
cover such additional shares that we would issue for additional draw downs on the Standby Equity Distribution
Agreement. As we draw down on our Standby Equity Distribution Agreement and more shares of our common stock
are sold, our stock price could decrease significantly and make further advances impractical or impossible during time
periods in which we may need financing. Unless we obtain profitable operations, it is unlikely that we will be able to
secure additional financing from external sources other than our Standby Equity Distribution Agreement. Therefore, if
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we are unable to draw down on our Standby Equity Distribution Agreement, we may be forced to curtail or cease our
business operations.
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Our Common Stock Is Deemed To Be “Penny Stock,” Which May Make It More Difficult For Investors To Sell
Their Shares Due To Suitability Requirements

Our common stock is deemed to be “penny stock” as that term is defined in Rule 3a51-1 promulgated under
the Securities Exchange Act of 1934. Penny stocks are stock:

e With a price of less than $5.00 per share;

¢ That are not traded on a “recognized” national exchange;

® Whose prices are not quoted on the Nasdaq automated quotation system (Nasdaq listed stock must still have a
price of not less than $5.00 per share); or

e In issuers with net tangible assets less than $2.0 million (if the issuer has been in continuous operation for at
least three years) or $5.0 million (if in continuous operation for less than three years), or with average
revenues of less than $6.0 million for the last three years.

Broker/dealers dealing in penny stocks are required to provide potential investors with a document
disclosing the risks of penny stocks. Moreover, broker/dealers are required to determine whether an investment in a
penny stock is a suitable investment for a prospective investor. These requirements may reduce the potential market
for our common stock by reducing the number of potential investors. This may make it more difficult for investors in
our common stock to sell shares to third parties or to otherwise dispose of them. This could cause our stock price to
decline.

The Issuance Of Preferred Stock May Entrench Management Or Discourage A Change Of Control

Our Articles of Incorporation authorize the issuance of up to 10,000,000 shares of preferred stock that
would have designations rights, and preferences determined from time to time by our Board of Directors.
Accordingly, our Board of Directors is empowered, without stockholder approval, to issue preferred stock with
dividends, liquidation, conversion, voting, or other rights that could adversely affect the voting power or other rights
of the holders of our common stock. In the event of issuance, the preferred stock could be used, under certain
circumstances, as a method of discouraging, delaying or preventing a change in control of the company or,
alternatively, granting the holders of preferred stock such rights as to entrench management. Current members of our
management that are large stockholders may have peculiar interests that are different form other stockholders.
Therefore, conflicting interests of certain members of management and our stockholders may lead to stockholders
desiring to replace these individuals. In the event this occurs and the holders of our common stock desired to remove
current management, it is possible that our Board of Directors could issue preferred stock and grant the holders thereof
such rights and preferences so as to discourage or frustrate attempts by the common stockholders to remove current
management. In doing so, management would be able to severely limit the rights of common stockholders to elect the
Board of Directors. In addition, by issuing preferred stock, management could prevent other shareholders from
receiving a premium price for their shares as part of a tender offer.

Mr. Jay Sargeant, our President and Chief Executive Officer Controls Approximately 57% Of Our Common
Stock On A Fully Diluted Basis And Such Concentration Of Ownership May Have The Effect Of Delaying Or
Preventing A Change Of Control Of Our Company

Mr. Jay Sargeant, our President, Chief Executive Officer and a Director, beneficially owns approximately
57% of EYI Industries’ currently issued and outstanding common stock. As a result, Mr. Sargeant will have significant
influence in matters requiring stockholder approval, including the election and removal of directors, the approval of
significant corporate transactions, such as any merger, consolidation or sale of all or substantially all of EYI Industries’
assets, and the control of the board of directors and affairs of EYI Industries. Accordingly, such concentration of
ownership may have the effect of delaying, deferring or preventing a change in control of EYI Industries, impeding a
merger, consolidation, takeover or other business combination involving EYT Industries or discouraging a potential
acquirer from attempting to obtain control of EYI Industries.
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We May Not Be Able To Compete Effectively Against Our Competitors

Many of our competitors have significantly greater name recognition, financial resources and larger
distribution channels. In addition, our industry is characterized by low barriers to entity, which means we may face
more competitors in the future. If we are not able to compete effectively against our competitors, we will be forced to
curtail or cease our business operations. Our main competitors are Usana Health Sciences, Reliv International and
Mannatech Incorporated based on product offerings and sales pay structure. Our market share in the nutrition
supplement industry is very small at this time.

We May Not Be Able To Identify And Successfully Consummate Any Future Acquisitions; Future Acquisitions
May Disrupt Our Business And Deplete Our Financial Resources

We lack significant experience in identifying acquisition candidates in our industry and may not be able
to identify future acquisition candidates. Further, even if we are able to identify potential acquisition candidates, we
may have difficulty convincing such candidates to sell their businesses to us and consummating such acquisition
transactions given our financial condition and operating history. Our failure to successfully consummate any
acquisitions in the future may hinder our ability to grow our business, which could force us to curtail or cease our
business operations.

Future Acquisitions May Disrupt Our Business And Deplete Our Financial Resources

Any future acquisitions we make could disrupt our business and seriously harm our financial condition.
We intend to consider investments in complementary companies, products and technologies. We believe that any
future success of our company will depend, in part, on our ability to anticipate changes in consumer preferences and
either acquire or develop new products that adequately address such changes. Therefore, we may need to consider
acquisitions of businesses, products and/or technologies even though we lack experience in identifying and
consummating acquisitions and face business disruption with such acquisitions. While we have no current agreements
to do so, we anticipate buying businesses, products and/or technologies in the future in order to fully implement our
business strategy. In the event of any future acquisitions, we may:

e issue stock that would dilute our current stockholders’ percentage ownership;
e incur debt;

e assume liabilities;

® incur amortization expenses related to goodwill and other intangible assets; or
¢ incur large and immediate write-offs.

The use of debt or leverage to finance our future acquisitions should allow us to make acquisitions with
an amount of cash in excess of what may be currently available to us. If we use debt to leverage up our assets, we may
not be able to meet our debt obligations if our internal projections are incorrect or if there is a market downturn. This
may result in a default and the loss in foreclosure proceedings of the acquired business or the possible bankruptcy of
our business.

Our operation of any acquired business will also involve numerous risks, including:

e integration of the operations of the acquired business and its technologies or products;
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® unanticipated costs;

e diversion of management’s attention from our core business;

e adverse effects on existing business relationships with suppliers and customers;

¢ risks associated with entering markets in which we have limited prior experience; and
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e potential loss of key employees, particularly those of the purchased organizations.
Investors Should Not Rely On An Investment In Our Stock For The Payment Of Cash Dividends

We have not paid any cash dividends on our capital stock and we do not anticipate paying cash dividends
in the future. Investors should not make an investment in our common stock if they require dividend income. Any
return on an investment in our common stock will be as a result of any appreciation, if any, in our stock price.

There Are No Conclusive Studies Regarding The Medical Benefits Of Nutritional Products

Many of the ingredients in our current products, and we anticipate in our future products, will be
vitamins, minerals, herbs and other substances for which there is not a long history of human consumption. Although
we believe all of our products to be safe when taken as directed by us, there is little experience with human
consumption of certain of these product ingredients in concentrated form. In addition, we are highly dependent upon
consumers’ perception of the safety and quality of our products as well as similar products distributed by other
companies, we could be adversely affected in the event any of our products or any similar products distributed by
other companies should prove or be asserted to be harmful to consumers. In addition, because of our dependence upon
consumer perceptions, adverse publicity associated with illness or other adverse effects resulting from consumers’
failure to consume our products as we suggest or other misuse or abuse of our products or any similar products
distributed by other companies could have a material adverse effect on the results of our operations and financial
condition.

Potential Effect Of Adverse Publicity

In the future, scientific research and/or publicity may not be favorable to the nutritional product market or
any particular product, or may be inconsistent with any earlier favorable research or publicity. Future reports of
research that are unfavorable to nutritional products could force us to curtail or cease our business operations. Because
of our dependence upon consumer perceptions, adverse publicity associated with illness or other adverse effects
resulting from the consumption of our products or any similar products distributed by other companies could have a
material adverse effect on our operations. Such adverse publicity could arise even if the adverse effects associated
with such products resulted from consumers’ failure to consume such products as directed. In addition, we may not be
able to counter the effects of negative publicity concerning the efficacy of our products. Any such occurrence could
have a negative effect on our operations and force us to curtail or cease our business operations.

Any Future Acquisitions Will Have To Develop New Products In Order To Keep Pace With Changing
Consumer Demands

The dietary supplement industry is highly competitive and characterized by changing consumer
preferences and continuous introduction of new products. Our goal is to expand our portfolio of dietary supplement
products through acquisition of existing companies and/or products serving niche segments of the industry. New
products must be introduced in a timely and regular basis to maintain distributor and consumer interest and appeal to
varying consumer preferences.

We believe that any future success of our company will depend, in part, on our ability to anticipate
changes in consumer preferences and acquire, manage, develop and introduce, in a timely manner, new products that
adequately address such changes. If we are unable to develop and introduce new products or if our new products are
not successful, our sales may be adversely affected as customers seek competitive products. In the past, we have
engaged in very limited research and development with respect to the development of new products, as indicated by
our lack of research and development expenses. Our lack of experience in developing and introducing new products
combined with our limited financial resources may prevent us from successfully developing and introducing any new
products in the future. Any reduction in purchases or consumption of our existing products could force us to curtail or
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We Are Dependent On Our IBAs For Our Product Marketing Efforts

Our success and growth depend upon our ability to attract, retain and motivate our network of IBAs who
market our products. IBAs are independent contractors who purchase products directly from us for resale and their
own use. IBAs typically offer and sell our products on a part-time basis and may engage in other business activities,
possibly including the sale of products offered by our competitors. Typically, we have non-exclusive arrangements
with our IBAs which may be canceled on short notice and contain no minimum purchase requirements. While we
encourage IBAs to focus on the purchase and sale of our products, they may give higher priority to other products,
reducing their efforts devoted to marketing our products. Also, our ability to attract and retain IBAs could be
negatively affected by adverse publicity relating to us, our products or our operations. In addition, as a result of our
network marketing program, the down-line organizations headed by a relatively small number of key IBAs are
responsible for a significant percentage of total sales.

The loss of a significant number of IBAs, including any key IBA, for any reason, could adversely affect
our sales and operating results, and could impair our ability to attract new IBAs. The loss of any IBAs could
potentially reduce our sales and force us to curtail or cease our business operations. There is no assurance that our
network marketing program will continue to be successful or that we will be able to retain or expand our current
network of IBAs.

Government Regulation By The Food And Drug Administration And Other Federal And State Entities Of Our
Products Can Impact Our Ability To Market Products

The manufacturing, processing, formulation, packaging, labeling and advertising of nutritional products
are subject to regulation by one or more federal agencies, including the Food and Drug Administration, the Federal
Trade Commission, the Consumer Product Safety Commission, the United States Department of Agriculture, the
United States Postal Service, the United States Environmental Protection Agency and the Occupational Safety and
Health Administration. These activities are also regulated by various agencies of the states and localities, as well as of
foreign countries, in which our products may be sold. We may incur significant costs in complying with these
regulations. In the event we cannot comply with government regulations affecting our business and products, we may
be forced to curtail or cease our business operations.

We market products that fall under two types of Food and Drug Administration regulations: dietary
supplements and personal care products. In general, a dietary supplement:

¢ is a product (other than tobacco) that is intended to supplement the diet that bears or contains one or more of
the following dietary ingredients: a vitamin, a mineral, a herb or other botanical, an amino acid, a dietary
substance for use by man to supplement the diet by increasing the total daily intake, or a concentrate,
metabolite, constituent, extract, or combinations of these ingredients.

¢ is intended for ingestion in pill, capsule, tablet, or liquid form.
® is not represented for use as a conventional food or as the sole item of a meal or diet.
¢ is labeled as a “dietary supplement.”
Personal care products are intended to be applied to the human body for cleansing, beautifying, promoting
attractiveness, or altering the appearance without affecting the body’s structure or functions. Included in this definition
are products such as skin creams, lotions, perfumes, lipsticks, fingernail polishes, eye and facial make-up preparations,

shampoos, permanent waves, hair colors, toothpastes, deodorants, and any material intended for use as a component of
a cosmetic product. The Food & Drug Administration has a limited ability to regulate personal care products.
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Dietary supplements must follow labeling guidelines outlined by the FDA. Neither dietary supplements
nor personal care products require FDA or other government approval or notification to market in the United States.

Under the Dietary Supplement Health and Education Act of 1994, companies that manufacture and
distribute dietary supplements are limited in the statements that they are permitted to make about nutritional support
on the product label without FDA approval. In addition, a manufacturer of a dietary supplement must have
substantiation for any such statement made and must not claim to diagnose, mitigate, treat, cure or prevent a specific
disease or class of disease. The product label must also contain a prominent disclaimer. These restrictions may restrict
our flexibility in marketing our product.
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We believe that all of our existing and proposed products are dietary supplements or personal care
products that do not require governmental approvals to market in the United States. Our key products are classified as
follows:

Dietary Supplements
¢ Calorad®
e Agrisept-L®
e Oxy-Up™
® Triomin
® Noni Plus™
¢ [so-Greens™
® Definition® (drops)
¢ Essential Omega™
¢ Prosoteine™
Personal Care Products
® Definition ®(cream)

The processing, formulation, packaging, labeling and advertising of such products, however, are subject
to regulation by one or more federal agencies, including the FDA, the Federal Trade Commission, the Consumer
Products Safety Commission, the Department of Agriculture and the Environmental Protection Agency. Our activities
also are subject to regulation by various agencies of the states and localities in which our products are sold. Among
other things, such regulation puts a burden on our ability to bring products to market. Any changes in the current
regulatory environment could impose requirements that would make bringing new products to market more expensive
or restrict the ways we can market our products.

No governmental agency or other third party makes a determination as to whether our products qualify as
dietary supplements, personal care products or neither. We make this determination based on the ingredients contained
in the products and the claims we make for the products.

If The Federal Trade Commission Or Certain States Object To Our Product Claims And Advertising We May
Be Forced To Give Refunds, Pay Damages, Stop Marketing Certain Products Or Change Our Business
Methods

The Federal Trade Commission and certain states regulate advertising, product claims, and other
consumer matters, including advertising of our products. In the past several years the Federal Trade Commission has
instituted enforcement actions against several dietary supplement companies for false or deceptive advertising of

certain products. We provide no assurance that:

e the Federal Trade Commission will not question our past or future advertising or other operations; or
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e a state will not interpret product claims presumptively valid under federal law as illegal under that state’s
regulations.
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Also, our IBAs and their customers may file actions on their own behalf, as a class or otherwise, and may
file complaints with the Federal Trade Commission or state or local consumer affairs offices. These agencies may take
action on their own initiative or on a referral from IBAs, consumers or others. If taken, such actions may result in:

e entries of consent decrees;

e refunds of amounts paid by the complaining IBA or consumer;
e refunds to an entire class of IBAs or customers;

e other damages; and

e changes in our method of doing business.

A Complaint Based On The Activities Of One IBA, Whether Or Not Such Activities Were Authorized By Us,
Could Result In An Order Affecting Some Or All IBAs In A Particular State, And An Order In One State
Could Influence Courts Or Government Agencies In Other States

Our IBAs act as independent sales people and are not closely supervised by EYI Industries or supervised
by us at all. We have little or no control or knowledge of our IBAs’ actual sales activities and therefore, we have little
or no ability to ensure that our IBAs comply with regulations and rules regarding how they market and sell our
products. It is possible that we may be held liable for the actions of our IBAs. Proceedings resulting from any
complaints in connection with our IBAs’ marketing and sales activities may result in significant defense costs,
settlement payments or judgments and could force to curtail or cease our business operations.

If our network marketing program is shown to violate federal or state regulations, we may be unable to
market our products. Our network marketing program is subject to a number of federal and state laws and regulations
administered by the Federal Trade Commission and various state agencies. These laws and regulations include
securities, franchise investment, business opportunity and criminal laws prohibiting the use of “pyramid” or “endless
chain” types of selling organizations. These regulations are generally directed at ensuring that product sales are
ultimately made to consumers (as opposed to other IBAs) and that advancement within the network marketing
program is based on sales of products, rather than investment in the company or other non-retail sales related criteria.

The compensation structure of a network marketing organization is very complex. Compliance with all of
the applicable regulations and laws is uncertain because of:

¢ the evolving interpretations of existing laws and regulations, and

e the enactment of new laws and regulations pertaining in general to network marketing organizations and
product distribution.

We have not obtained any no-action letters or advance rulings from any federal or state securities
regulator or other governmental agency concerning the legality of our operations. Also, we are not relying on a formal
opinion of counsel to such effect. Accordingly there is the risk that our network marketing system could be found to
be in noncompliance with applicable laws and regulations, which could have a material adverse effect on us. Such a
decision could require modification of our network marketing program, result in negative publicity, or have a negative
effect on IBA morale and loyalty. In addition, our network marketing system will be subject to regulations in foreign
markets administered by foreign agencies should we expand our network marketing organization into such markets.

The Legality Of Our Network Marketing Program Is Subject To Challenge By Our IBAs
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We are subject to the risk of challenges to the legality of our network marketing organization by our
IBAs, both individually and as a class. Generally, such challenges would be based on claims that our network
marketing program was operated as an illegal “pyramid scheme” in violation of federal securities laws, state unfair
practice and fraud laws and the Racketeer Influenced and Corrupt Organizations Act. An illegal pyramid scheme is
generally a marketing scheme that promotes “inventory loading” and does not encourage retail sales of the products and
services to ultimate consumers.
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Inventory loading occurs when distributors purchase large quantities of non-returnable inventory to obtain the full
amount of compensation available under the network marketing program. In the event of challenges to the legality of
our network marketing organization by our IBAs, there is no assurance that we will be able to demonstrate that:

e our network marketing policies were enforced and

¢ the network marketing program and IBAs’ compensation thereunder serve as safeguards to deter inventory
loading and encourage retail sales to the ultimate consumers.

Proceedings Resulting From Claims Could Result In Significant Defense Costs, Settlement Payments Or
Judgments, And Could Have A Material Adverse Effect On Us

One of our competitors, Nutrition for Life International, Inc., a multi-level seller of personal care and
nutritional supplements, announced in 1999 that it had settled class action litigation brought by distributors alleging
fraud in connection with the operation of a pyramid scheme. Nutrition for Life International agreed to pay in excess of
$3 million to settle claims brought on behalf of its distributors and certain purchasers of its stock.

We believe that our marketing program is significantly different from the program allegedly promoted by
Nutrition for Life International and that our marketing program is not in violation of anti-pyramid laws