Fuly 14, 2006

Foderal Trade Commission

Office of the Secretary, Room H-135 (Antiox W)
B Pﬁr‘m}fivanm Avenne, NW

Washington, DO 20580

R Bosiness Qpﬁcrmnii? Rale, R311993
“Prear Sir o Madan:

We are witting this letier to oppose dnd to object to the “Business Opportunity Role
RS119%3" which members of the Commission Staff have proposed. We haveno guwrel
with the mission of the. Federal Trade Commission to protest fie public from losg duste
“wfair and decepiive acts or practices.” In fact, we Taud and support {hat standard dnd’
want it erforced. However, the Ruke as proposed would not serve that end, bl wmﬁd
inflict severe {Xam%e to.our-business, the businesses of thousands ofour distributors, 48
well as e businesses of fiterally millions of other companies and distributors ﬂﬁgawﬁ
Ipgithmetely In direct selling:

Retie Infernational, Ine, is e%ag@f% in thﬁ development, production and sale, through 2
network of mﬁi&;{}mé@m distributors, of a proprietary. ine of nutritional supplements
addressing basic nafrition, specifie wellness needs, Wv&xg}ai ;mmﬂamuﬂ and sporls
mulriion: {i.?jm supplements ate packaged in powdered form and are intended {6 be mixed
with watér, juice or other Tiguid, We also offera line of skin cave prodiels:

We began operalions in the United States in 1988 and now arket our products in the
Ummd &mm and elevon mtmmuomi markets, Asof March 31,2006, our hetwork
consisted of 64,700 distributors; 52,360 i the United States and 12 340 acvoss our
titerriational markets, During 2005, out fiel revenues were $113.6 miltion.

Our coments. regarding, and cﬁbémiﬁimm to, ihie proposed Rule are as Tollows:

» @‘ppimm&n of T&a Yes $500 Threshold, For a sumber of vears, the RIC
Franchise Rule exceptod business ag;pmmmﬂms ivalving a required pavment of
fess than $300. That exeeption recoghized that, when the required purchase arid
financial risk of prospective purchasers is small, the costs and burdens of
compliance with a rale of this sort outweigh the potential benefits. That
clreuinitancs rsniaiss. frae wdaga and i is even more significant in fight ofthe
extreme cost, zmpmt and burdens which would be Imposed by the proposed Rula.



Tadividuals who ropister to beoome Reliv distributors pay about S40fora
distributor k5t and ate not reguired 16 make any purchase of Reliv nrodust.
Distribustors can {erminate af any time. In sccordance with the DSA standards,
Retiv offiers & 90% refund of product and mateddals purchased within the
preceding 12 months to all distributors who choose to tenninate their
dismhawrsmp As a result, at Reliv, as is the case with most Tegitimate direct
sales mmpmws, the firancial risk for anyone choosing (o becomé a distributor, ot
associate, is very small,

Patientarty in i;gh{ of the very limited financial risk posed to distribuators for
legitimate mmpmm:& there is ample other regulation and protection in placetn
agp’iy tey those peing frandulent m{% deceptive practices. Enforcemmnt at both the
state and federal level is aciwm and private litigation afso provides significant
profesiion.

Compare this limited risk and adequate existing remedies with the burden and
inipract the §3£ﬁpQS@d Rule would impose on legitimate disect sefling compantes,
The burdens whicls the proposed Rule would irbpose would be crashing; there
would be severe damage 1o the business of diroct sales companies sud teir
distribuiors and the benefits would be minimal. Lagmmam companies would be
huirt by this proposed Ruole while those who Qparaiez in & frandulent and decsptive
marmer would continue 1o -do so.

The burdens, costs and damages of this propesed Rule would inchude of least the
following:

o The documentation and record keeping requirements of the Rule would be
massive and compliance would be sext to impossible. By the torms of the
proposed Rule, these aiﬁrga‘imm would seem to be imposed not only on
the principal company ! biit alse on sach of its independent distributors who
offer the business opportunity o ofhers,

& The additional sdninistrative burdens imposed would result in
substantislly increased staffing requirements and expense,

o Imposition of the obligations of the proposed Rule would have a chilling
effiect on the efforts of our {mmbmw& and onthe Tesponses of prospects,

resulting in a reduction in révenues and profits. Both the company and owy
distributors would suffer (his loss.,

Waiting Period.  The proposed Rule would require any %eifer to deliver the
required written disclosure information to a prospest seven days ;mcu fo the time
the prospect would sign any agreement of make any payment. This provision
would (i) have a sigaificant egative effect on sales for those legitimate
companies which would compﬁy {i1) impose a substantial administrative and
record reténtion burden on both the company and its distributors and (i) provide
viominal, it tmy, benefit {o the consumer.



&

As Is the case with many other iegmmam direct selling companics, Reliv (1)
requires only a minimal payment for registration and distributor materials, {13}
does not require any product purchase by a prospect who registers as a distributor,
and {1if) affords a distributor the eppi:zﬂwﬂty o cance] the dlstribammhxp and
obtain a return of 90% of the purchase price of whatever they have pumhmeﬁi in
the past year. So, virtually no regulatory “bencfit” is achioved by requiring the
prospect to wait a full week to register. Bven if compaties were required to
;arwme certain disclosure mformation to prospects, they would be pratected by
their existing right fo terminate and recover substantially all of wihat they had
paid.

However, this provision, if implemented, would do greal damage to the business:
of Refiv and its distribators and that of other divect seflérs, The requirements
would interfere and put a pall on the normal course of (:tm'imumcatimm hetween
distributors and prospects, ereate an m&pimamn of the exigtence of an isie or

problem in the mind of the prospect and fmpose a formality to the dealings, all

resulting inevitdbly in 4 reduction in the levels of irew distributor régistration.

For both Reliv, and its distebutors, {here would be 4 significant fiew ‘
admintstrative and doéwment retention burden in order to show timely delivery of
the proper disclosure information to all prospects.

"This proposed obligation, more than any other, will have less utility and value,
and will result in more demage thar sny othér element of the proposed Rate.

While we do not E}@Em:w: any pre-delivery of disclosure information is necessary
under these sitoumstances 10 ;ara::st@;ei CONSNELS, aly guostion regar ding it could
tie simpl y resolved by requiring direct sellers to offor prospects thevight to
rescind for a full refund of products and. mat»rmis purchased within a lmited
perfod of time aftér registering.

Disclosures Reguired,

o Litigatien. The proposed Rule would require “disclosue”™ of a broad
range of litigation {regardless of outcomey over & 10-year period priof o
the date of the delivery of the disclosurs document, This obligation would
not lead to the provision of meaningful information [0 prospects sinee, in.
many cases, litigation was (i) not material, (fiy was dismissed or (i1} gid
not resull in any finding of wrongdoing.

o ldentity of Other Parchasers, The obligations of this provision, as
written, are stmpdy nol practicable. A with many divect sellers, Reliv has
many thousands of distributors, Pinpointing the 10 closest distributors
eepgraphicatly fo each prospect of a distribufor, as that prospect is
identified and in time to provide such a list to the distributor, would be a.
virfually impossible task. But, even if companies could find sway to do #




at all, the burden and impact would be conpletely unwarranied,
Distributors would have to confact the compauy about a prospect they
intended to contact and then wait for the company @ identify and provide
a list of the 10 closest distribudors. The administrafive and document
setention burden of such an effort would be boggling.

Printitig, providing to all distributors and disseminating widely a list of all
distribulors of a company would alse be mitramely burdensome and
difficult, would viclste the privacy of distributors and would require
conipanies to make public disclosure of, and to lose, one of their most
vaitable assels and piclected trade scerets - the identity and contact
information for their distributors,

s  Earnings Claims. The proposed Rule would require “sellers™ to furnish w
prospects s ® aamiﬁgs claim statement™ if any “earnings claim”™ is made. Thig
provision, as written, is fraught with *ambmmw Complisnce would be difficale if
not imposmbl& Some of the issues raised by the proposal sve:

o What is an “’%mmg;s claim®” If a distributor reveals his or her i neome as o
distributer is that an garnings claim? By whom?

o Who'ls the “seller” Does it nm}.ude both flic company and the distributor?

Dows the distributor have to make # separate disclosure?
& The reguirements for disclosure regarding eatnings are overly broad,
ambigiious and confusing.

Reliv, amd mwy other direct selling fzompamé:s currently publishes a disclosure
regarding carnings by its distributors at various distributor achievement levels, [F
deerved necessary, a clear and spv::mﬁc income disclosure méfgmremem would be
managedble. As drafied, the provision of the Rule relating o camings only
creates more questions and problems.

We appreciate the opportanity to comment on flis proposed Rﬁifi‘;. thie we support
appropriawe regulation giﬁsagned 1o protect the ntersst of consumers, we do not believe
the Rule, a8 proposed; would irapose undue burdens on participants in the market place
and would nat pmwée intended protections or benefits,

VeryTruly Yours,

ﬁ;bmﬁ L. Montgomery
Chiel Executive Officer



