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MARKET AMERICA, INC. -

YIA UPS OVERNIGHT
Tracking # 1Z3909E90198734638

July 11, 2006

Federal Trade Commission/Office of the Secretary, Room H-135 (Annex W) -
600 Pennsylvania Avenue, NW
Washington, DC 20580

RE: Business Opportunity Rule 511993
Dear Sir or Madam:

Please accept this letter on behalf of Market America, Inc. Market America is a direct
selling company based in Greensboro, North Carolina. I am Market America’s General
Counsel for U.S. Operations.. I have been practicing law in the direct selling industry
for nine years. Market America is concerned about Business Opportunity Rule 511993.
If adopted in its present form, this rule would have a dramatic, negative impact on
Market America’s operations. It can be said, without hyperbole, that this rule has the
potential to put our company out of business.

Market America was founded in 1992. The company has been in the direct selling
business for more than fourteen years. More precisely, Market America is a product
brokerage and Internet marketing company specializing in one-to-one marketing and
mass customization. Market America is committed to high-quality, market-driven
products, retail product sales to end consumers, and strict accountability to established
policies and procedures. The company has more than 125,000 independent distributors
worldwide. These distributors buy over $200 million in products at wholesale annually
from Market America, and they generate retail sales to the end consumer of
approximately $360 million each year.

Market America is a good corporate citizen. The company has contributed generously
in cash, products, and employee time to charities such as the American Red Cross, the
Salvation Army, the Make-A-Wish Foundation, and the American Cancer Society. The
company has funded endowments at The University of North Carolina at Chapel Hill
and The University of North Carolina at Greensboro totaling more than $325,000.
These endowments will fund graduate student scholarships and entrepreneurial
programs.

Market America is a low-risk opportunity to pursue the “American Dream” of business
ownership. The cost of the sales kit is only $99.95. This is the only purchase required
for someone to become an independent distributor and give the business a try. If a new
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distributor decides within 30 days not to continue, he or she can receive a full refund of
the ¢ost of the sales kit by returning the distributor manual is good condition. If the
distributor tries a little longer than 30 days and then decides to quit, he or she can still
receive a partial refund of $39.95 up to 90 days after signing the Independent Distributor
Application and Agreement. |

Market America also has a product buyback policy which gives distributors who are
quitting the business the right to receive a 90% refund on all products purchased during
the previous twelve months. This buyback policy applies whenever a distributor
decides not to do the business anymore. It could be a week, a month, a year, or even ten
years after he or she started. The only restriction is that the products must be returned
in resalable condition.

The Market America business opportunity is presented to prospective distributors
thousands of times each year, and the company has an admirable record on consumer
protection issues. Consumers don’t complain about Market America because our |
business has a low cost-of-entry, and our refund and buyback policies work. The FTC is
proposing to regulate Market America under Rule 511993 the same way it regulates
franchises. However, consumers typically pay tens or hundreds of thousands of dollars
to buy a franchise business. Putting Market America’s direct selling opportunity in the
same category as a franchise is simply not justified by the risk to consumers.

Disclosure of Ten Prior Purchasers

Rule 511993 would require Market America’s distributors to disclose the name,
address, and telephone number of a minimum of the ten prior purchasers nearest to the
prospective purchaser. With identity theft becoming more common, many people are
wary of giving out their personal data. The following statement, required by Rule
511993, would b?e especially chilling to prospects considering our business:

“If you buy a business opportunity from the seller, your contact information can be
disclosed in the future to other buyers.”

If this vague, open-ended term appeared in the privacy policy of an internet shopping
site, who would feel comfortable entering their personal data? Why would anyone be.
more willing to provide the information in relation to a business opportunity?

In addition to the chilling effect on people considering our business, the disclosure
requirement of Rule 511993 would be an administrative burden. In order to generate
the list of ten prior purchasers, Market America would need to obtain the address of the
prospective purchaser and search our database of existing distributors for close matches.
If the prospect lives in a densely populated area, a simple zip code search could return
tens or even hundreds of current distributors. The company would have to use Google
Maps or an alternative software program to confirm which are the closest.




