March 9, 2018

The Honorable Paul Ryan The Honorable Nancy Pelosi

Office of the Speaker Office of the Democratic Leader

United States House of Representatives United States House of Representatives
H-232, The Capitol H-204, The Capitol

Washington, D.C. 20515 Washington, DC 20515

RE: Public interest opposition to including Moolenaar pyramid scheme rider
in the omnibus appropriations bill

Dear Speaker Ryan and Leader Pelosi,

Last year, the undersigned consumer advocacy organizations, civil rights groups, and
academic experts wrote you to express our strong opposition to an amendment! sponsored
by Congressman John Moolenaar (R-MI) which was included in the Financial Services and
General Government appropriations bill.i In addition to the undersigned organizations, the
Moolenaar amendment is opposed by a broad and bipartisan coalition, including current
and former FTC chairmen, commissioners, and bureau chiefs!iV and leading members of
the direct selling industry itself.v Vi Vi We understand that this amendment may now be
considered for possible inclusion in the FY18 omnibus spending bill. We urge you to
oppose its inclusion.

The Moolenaar amendment, modeled after H.R. 3409, the so-called “Anti-Pyramid Scheme
Promotion Act of 2016,"Viii would severely weaken the Federal Trade Commission’s ability
to police pyramid scheme activity in the multi-level marketing (MLM) industry. Under the
guise of consumer protection, the amendment would blur the line between legitimate
direct selling opportunities and illegal pyramid schemes.

For more than forty years, the courts have consistently stated that the critical difference
between a legitimate MLM business and a pyramid scheme is that a legitimate MLM’s
revenues must come primarily from the sale of products and services to retail customers
unaffiliated with the business opportunity. By contrast, a pyramid scheme generates its
revenue primarily from the recruitment of new members into an endless chain business
opportunity. The FTC recently reiterated this concept to the MLM industry in an updated
guidance report.* As the FTC has clearly communicated to Congress, the agency already has
sufficient legislative authority to effectively protect consumers from pyramid schemes
operating in the MLM industry. As Commissioner McSweeny has pointed out, the



Moolenaar amendment would fundamentally weaken the FTC’s ability to police fraudulent
conduct by MLMs.x

Given these serious concerns, we urge you to oppose the inclusion of this language in the
appropriations bill when it is considered by the House of Representatives.

Sincerely,

Consumer Action

Consumer Federation of America

Consumers Union

Consumer Watchdog

MANA, A National Latina Organization

National Association of Consumer Advocates

National Consumer Law Center (on behalf of its low income clients)
National Consumers League

U.S. PIRG

William W. Keep, PhD, The College of New Jersey School of Business
Peter ]. Vander Nat, PhD, Senior Economist (retired), Federal Trade Commission

cc: The Honorable Rodney Frelinghuysen
The Honorable Nita Lowey
The Honorable Tom Graves
The Honorable Mike Quigley
The Honorable Greg Walden
The Honorable Frank Pallone
The Honorable Bob Latta
The Honorable Jan Schakowsky
The Honorable Mitch McConnell
The Honorable Charles Schumer
The Honorable Thad Cochran
The Honorable Patrick Leahy
The Honorable Shelley Moore Capito
The Honorable Christopher Coons
The Honorable Bill Nelson
The Honorable Jerry Moran
The Honorable Richard Blumenthal
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