
All fifty states have pyramid scheme laws on the books, and 27 of those are grounded in model legislation 
recommended by the Council of State Governments (CSG) that clearly defines schemes and discusses 
enforcement. Case law from state and federal judicial decisions adds additional clarity, helping prosecute 
illegitimate companies, which protects consumers. 
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State Statutes
In 2004, the CSG recommended that every state adopt 
model legislation that defines and prosecutes pyramid 
schemes. In the last 30 years, 27 states have passed 
legislation consistent with components from the CSG 
model or similar legislation. 

Federal
n Section 5 of Federal Trade Commission (FTC) Act 

n The Securities and Exchange Commission prosecutes  
 pyramids as unregistered securities and frauds. 

n The US Postal Service prosecutes pyramids as unlawful 
 lotteries and frauds.

Prosecution of Pyramid Schemes
States and federal governments have prosecuted and shut down dozens of pyramid schemes in the past by establishing 
that the frauds primarily compensate parties for recruitment rather than sales to actual users.

In the following cases, state and federal agencies successfully took action against pyramid schemes; these will continue  
to provide guidance to regulatory bodies and law enforcement.
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