


potential customers who visit the Avon website can search for and locate a local independent
sales Representative. This practice facilitates product sales — though the portion of a
Representative’s customers that is derived in this manner is minimal. Avon does not
guarantee that Representatives will receive customers by reference or that any potential
customers referred will translate into actual sales. The system is aimed at helping potential
customers find Representatives, rather than helping Representatives find potential
customers.

Similarly, the inclusion of internet outlets creates a risk that the section might
extend to legitimate companies like Avon that offer Representatives optional business tools —
like website capabilities — to facilitate product sales. In Avon’s program, once an individual
becomes a Representative, she/he can chose to become an eRepresentative and conduct
business through a website in addition to other traditional direct selling means. This sales
capability, whereby the Representative pays $7.50 per campaign to use certain intellectual
property rights, services and ongoing maintenance of Avon’s website template, is optional
and does not guarantee customers or sales. The website itself does not constitute the earnings
opportunity, but instead is an optional sales tool available to Avon’s independent sales
Representatives.

The definition of “business opportunity” should be clarified to avoid sweeping
companies like Avon and its approximately 500,000 U.S. independent sales Representatives
into the ambit of the Rule based on useful referral practices and business tools. Avon
recognizes that the FTC included potential customers in its definition to protect consumers
from unscrupulous sellers that promise customers to potential distributors, attempting to
minimize the perceived risk of the venture. To keep this protection without inadvertently
including companies that provide helpful referral services, § 437.1(c)(3)(ii) should be revised
to read “The seller, expressly or by implication, orally or in writing, as part of offering the
business opportunity, represents that the seller or one or more designated persons will...”
This revision will focus the definition on the potentially misleading representations sellers of
“business opportunities” make to convince prospective distributors to sign up — while leaving
legitimate direct selling companies outside the Rule’s coverage.

Additionally, the definition of “providing locations, outlets, accounts, or
customers” in subsection (1) should be clarified to explicitly exclude referral services and
website capabilities like those offered by Avon. Avon therefore suggests adding the
following language to the end of § 437.1(1): “Providing locations, outlets, accounts, or
customers does not include services a seller may provide that refer interested parties to
a purchaser or optional website capabilities the seller may offer to a purchaser,
provided that the seller does not represent that either will guarantee customers or
sales.”

Conclusion
Avon appreciates this opportunity to work with the FTC as it develops a rule

that protects consumers from fraudulent business opportunity schemes without overly
burdening the operations of legitimate direct selling companies. As the FTC recognized in



its RNPR, Section 5 1s the best way to target any unfair and deceptive practices of MLLMs and
direct selling companies. However, if the Rule is not carefully worded it could be interpreted
to unnecessarily sweep in those legitimate companies like Avon. With this in mind, Avon is
proposing changes that may appear minor, but are critical for executing the FTC’s stated
intention not to harm legitimate direct selling companies.

Avon looks forward to discussing these proposed changes with you.





