IN THE CQURT OF COMMON PLEAS OF LYCOMING COUNTY, FENNSYLVANTA

ERIC SCHEIBELER, : No. 00-01,338

Plaintitf :

: CIVIL ACTION - LAW
Vs, t Motion for Prelimimary Injunction
filed by Scheibeler & Petition to Stay

QUIXTAR, INC. and : and Compel Arbitration filed by
AMIWAY CORPORATION, 1 Quixtar, Inc. & Amway Corporation

Defendant :

QPINION AND ORDER

i Statement of Facts

: ( Plaintiff Eric N. Scheibeler filed a Motion for Preliminary Injunction

and a Civil Complaint in Law and Fquity with three counts: Count I, Declaratory

Judgment; Count I1, Harassment and Count TIL, Invasion of Privacy, on or about Junc 30,
2006, Defendant 1s Quuixtar, [nc., a parent company Amway Corporation. Ddefendants
Quixtar and Amway, on or about July 24,2006, liled a Pelition te Stay und Compel
Arbitration pursuant to Q@ U.8.C. Section 3 and 42 Pa. C.5.A Section 7314(d)

Hearings on these matters were held on September 28, 2000 and October
24,2006, With agreement by the parties, the Court hearings were to decide and resolve
the Plaintiff’s Preliminary Injunetive request and Declaratory Judgment action {Count [
in his Complaint) and Defendants’ PetiGon 10 Stuy and Compel Arbitration.

The issue presented in the above matter is & conmumon issue raised by all
parties and revolves around whether Plaintiff, who was a former Amway product
distributor, is restricted to litigating any matter relating to his past association with
Amway in the Amway Arbitration system.

The relevant facts follow:




Plaintiff was recruited in 1989 to become a distributor of Amway
products. Plaintiff signed a distributor agreement on November 15, 1989. By 1997, the
profits from Plaintiff’s distribution of Amway products were Plaintiff’s sole income.

On or about October 4, 1997, Plaintiff renewed his distribution agreement
and he signed an acknowledgment of distribution changes. See Plaintiff Exhibit 1. The
acknowledgment contained a significant change to the distribution agreement which
included an agreement to submit any disputes to binding arbitration. Plaintiff testified he
had to sign the acknowledgment of this change and if he would not have signed, he
would have lost his sole income because he would not have been able to distribute
Amway products.

Plaintiff’s Exhibit 1, the “Acknowledgment of Distributor Changes”,
purports to require arbitration of “any claim or dispute arising out of or relating to any
Amway Distributorship, or the Amway Sales and Marketing Plan or Rules of Conduct”.
The binding arbitration rules contain a provision, 11.5.31, entitled “Confidentiality of
Proceedings and hearings,” which indicates that the arbitration process shall remain
confidential and that no party to a claim should disclose to any third party the substance
of or basis for a claim on any matters involved in the dispute subject to the arbitration.
See Plaintiff’s Complaint, Exhibit 1.3, Section 11.5.31.

Plaintiff continued to work as an Amway Distributor until March 1999
when he went inactive. Plaintiff testified he went inactive and gave up his distributorship
because he discovered massive systemic fraud in the Amway business system and that all

the people he recruited lost money in the Amway process.” Plaintiff reported the alleged
g

" The Court is reporting the claims of Plaintiff to develop the history behind the events in question. This
opinion does not seek to determine the veracity of the allegations.




fraud to the President of Amway, Dick Devois. Plaintiff testified that the response of
Amway was to shut off his income and that he was told not to make disparaging remarks
about his up-line distributor. Plaintiff testified that he and his family received death
threats from his Amway king pin distributor. Plaintiff testified that as a result of
Amway’s actions he suffered serious economic hardship and he ultimately had to file for
bankruptcy. Plaintiff formally terminated his distributorship on August 8, 2003. See
Plaintiff Exhibit 1. Plaintiff claimed he did this because he had discovered deceptive
trade practices by Amway, which resulted in an almost 100% loss rate for consumers
recruited into the Amway scheme.

Plaintiff testified that subsequent to his departure from Amway he
became a vocal public critic of Amway business practices. He wrote a book about his
experiences entitled, “Merchants of Deceptions” Plaintiff’s Exhibit 5. Plaintiff works pro
bono as a consumer advocate for alleged victims of Amway—Quixtar fraud.” Plaintiff has
also given several interviews to the media about the purported business practices of
Amway-Quixtar. Plaintiff collects what he calls victim testimonials by email and
telephone. Plaintiff is also on the Board of Directors of several consumer protection
organizations. Plaintiff feels he has a public obligation to expose what he feels are the
corrupt and deceptive business practices of Amway-Quixtar.

On November 1, 2000 Mr. Scheibeler filed a civil action in Lycoming
County against Amway Corporation, et al to case No. 00-01,715. As in this case,
Defendants Amway and Quixtar filed a Petition to stay the action pending arbitration. A

hearing on this issue was scheduled by this Court on February 9, 2001. However, that

2 Amway changed its name domestically from Amway to Quixtar in 1999. The Court believes the Amway
name is still used overseas. There was significant domestic litigation against Amway when they changed
their corporate name.
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