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INTRODUCTION

I, the Chairman of the Committee on Subordinate idlaon,
having been authorized by the Committee to pretentReport on its
behalf, do hereby present this Two Hundred andyFhith Report of
the Committee.

1.2 The Committee considered and adopted the Repistmeeting
held on March 28, 2021.

1.3 The matter arises out of the examination & onsumer
Protection (e-Commerce) Rules, 2020 and relate@sarghich was
discussed by the Committee in consultation with thBnistry
of Consumer Affairs, Food and Public DistributioBepartment of
Consumer Affairs. The observations and recommeowsitiwvhich in the
opinion of the Committee, should be brought tonbé&ce of the House,
are contained in the succeeding paragraphs of ¢perR

Shri Partap Singh Bajwa
Chairman
th !
24" March, 2021 Committee on Subordinate Legislation,
Rajya Sabha

NEW DELHI;

(ii)



REPORT

THE CONSUMER PROTECTION (E-COMMERCE) RULES, 2020

.  BACKGROUND

“A customer is the most important visitor on oueprises. He is not dependent on us. We are

dependent on him. He is not an interruption in wark — he is the purpose of it. We are not

doing him a favor by serving him. He is doing udaor by giving us the opportunity to serve
him.”

—Mahatma Gandhi

The Information Technology revolution at the begny of the new century brought about a
transformation in the way in which Commerce andiBess are conducted throughout the
world. The new terminologies like ‘dot com’ and-\&rsion companies over-shadowed the old
brick-and-mortar business industries. Technology &usiness are becoming inextricably
interwoven and this has fostered the growth of ex@erce Industry. e-Commerce means
application of electronics in Commerce. The inflixthe Internet and World Wide Web has
made it possible to communicate and transact odmrspace and made the whole world into a
'Global village'. This transformation has also lgiasiua number of challenges like cyber crimes,
guality issues, and payment related frauds an@ssprg need for its regulation has emerged as
a prime concern for the authorities. At the pacéthwvhich the e-Commerce industries are
growing, regulation of this sector along with edirtga consumers about their rights has
become vital for healthy growth of e Commerce indes.

2. The emergence of global supply chains, risaternational trade and the rapid development
of e-Commerce have led to new delivery systemgymds and services and have provided
new opportunities for consumers. The e-Commercesing has been the backbone in the fight
against the Covid-19 pandemic in the Country anbs because of this industry that the basic
needs of the people could be met with. Consumerssadthe world are waking up to the true
potential of the e-Commerce Industry and acceptimdhole-heartedly. On the other-hand, the
development of e-Commerce has rendered the conswafegrable to new forms of unfair
trade and unethical business practices and aldatioio of personal data and information
secrecy. Misleading advertisements, tele-marketmgti-level marketing, direct selling and e-
tailing pose new challenges to consumer protecton.redressal of such issues, the Consumer
Protection (E-Commerce) Rules, 2020 (Rules her&naivere notified by the Government of
India on 23.07.2020. These Rules were framed utideConsumer Protection Act, 2019 and
are intended to complement the said Act by regujatall e-Commerce activities and
transactions. The Rules have sought to goverrual &-Commerce activities by laying down
duties and liabilities to be adhered to by e-Conumeentities, marketplace e-Commerce
entities, sellers on marketplace, and inventoryoei@erce entities. The Act defines ‘e-
Commerce’ under Section 2(16), duying or selling of goods or services includingitl
products over digital or electronic networkThe Rules are made applicable to (i) an e-
Commerce entity operating in India and also (ii)ea@ommerce entity which ‘systematically
offers’ goods and services to consumers in Indize Rules are expected to deter the e-



Commerce companies from indulging in unfair tradecpces while protecting the rights of the
consumers at the same time.

Il. GENESIS OF CONSUMER PROTECTION LAWS IN INDIA

3. The e-Commerce platform is operating all othex world; however, laws governing e-
Commerce are not globally uniform. With the eveoleing nature of the Telecommunication
and Trade & Commerce, the old set of rules andtigesc governing communication and
trading is largely incompatible with the emergingstem of communication and trading
practices in a borderless world created by therriete Thus, in order to pave the way for the
development of internationally uniform and complatie-Commerce rules and practices, the
United Nations Commission on International TradevL@JNCITRAL) established by the
United Nations General Assembly in 1996 has adoptesl Model Law of Electronic
Commerce in 1996. The UNCITRAL Model Law on e-Comoeewas drafted in order to serve
as a document that the various countries of thddnemuld use and evaluate and amend their
own laws. On the basis of these Model Laws, India énacted the Information Technology
(IT) Act 2000. In India various offences relatingIhternet are enumerated in the Information
Technology Act, 2000 and the Information Technologymendment) Act, 2008. The
Information Technology Act, 2000 deals with contuat aspects of use of electronic records.
Another Act viz. Consumer Protection Act, 1986 (G5, which is considered as the magna
carta of consumer protection in India, was an Ad¢he Parliament of India enacted in 1986 to
protect the interests of consumers in India. It wegdaced by the Consumer Protection Act,
2019, which provides for the establishment of comsucouncils and other authorities for the
settlement of consumer's grievances and mattersected therewith. Section 94 of the Act
provides that, for the purposes of preventing urtfade practices in e-Commerce, and also to
protect the interest and rights of consumers, tbeti@l Government may take such measures
in the manner as may be prescribed. Section 10bws1s the Central Government to make
rules to prevent unfair trade practices in e-Conugeln the light of this background that the
Consumer Protection (E-Commerce) Rules, 2020 has hetified on 2% July, 2020, in an
attempt to create more uniformity and transpardacypuyers.



lll. VARIOUS THREATS TO CONSUMER ON E-COMMERCE PLA TFORM

4. Before the features of the Rules and its divjes are discussed, it is important to
understand the risks that e-Commerce Consumersxaased to and the various types
of threats they could encounter at each level sfher online shopping process. The
following table illustrate some of the most populamm of threats encountered by the e-
Consumers: -

SI.NoJActivities of e{Common threat at each level of
Consumer Consumer activity
Information Sharing Unwanted Program- Adwar&pyware

Browser Parasites

Cyberstalking. Risk tobehavioural patte
data.

Il. Ordering of ProdugRisk of misuse of thebehavioural patte
data, malicious recommender sys

algorithm.

lll.  Payment Phishing, Pharming attacl&alami attack
and Risk to transaction related data.

V. [Delivery Breach of contract of sale e.dg?rodug
Quality, delivery time ete.

V.  [Support Processing of cancellation amafundg

request, Service related issues

Table: Showing various stages in e-Commerce purchiag and threats associated at each
stage




V. SALIENT FEATURES OF THE CONSUMER PROTECTION (E-
COMMERCE) RULES, 2020

5. The Consumer Protection (E-Commerce) Rule202tas been brought to regulate all
goods and services bought and sold over digitaklectronic network including digital
products; all models of e-Commerce, including migoleee and inventory models of e-
Commerce; all e-Commerce retail, including multachel single brand retailers and single
brand retailers in single or multiple formats; aibdforms of unfair trade practices across all
models of e-Commerce. However, these rules do pyliydo any activity of a natural person
carried out in a personal capacity not being parary professional or commercial activity
undertaken on a regular or systematic basis. Funitve, these rules also apply to an e-
Commerce entity, which is not established in Inbiat, systematically offers goods or services
to consumers in India.

6. The Rules specify the duties of e-Commercttiesy liabilities of marketplace e-
Commerce entities, duties of sellers on marketpiau duties and liabilities of inventory e-
Commerce entities. The Rules also clarify the ditstiscope of responsibilities between the
marketplace platform and the sellers on the malke#s. This clarity will help in effective
enforcement of the provisions of the Rules andttrgaa congenial business atmosphere. In
order to understand the mandate of the Rules,ahens features of these rules given by the
nodal ministry are as under :

(Appointment of nodal person:Every e-Commerce entity is to appoint a nodal qersf
contact or an alternate senior designated funatyomeho is resident in India, to ensure
compliance with the provisions of the Act or théerumade thereunder.

(i) Providing certain information:

a. Every e-Commerce entity is to provide on its platfoinformation on legal
name, principal geographic address of its headexsadnd all branches; name and
details of website; and contact details like e-naaldress, fax, landline and mobile
numbers of customer care as well as of grievanioeeof

b. Marketplace e-Commerce entity is to provide detalt®ut the sellers including the
name of their business, whether registered or thety geographic address, customer
care number, any rating or other aggregated fe&didaaut such seller.

c. Both Marketplace and Inventory e-Commerce entita@e to provide information
relating to return, refund, exchange, warranty godrantee, delivery and shipment,
modes of payment, and grievance redressal mechamfmmmation on available
payment methods, the security of those paymentadsthany fees or charges payable
by users, the procedure to cancel regular paymendsr those methods, charge-back
options, if any, and the contact information of tekevant payment service provider.

(iif) Grievance redressal mechanism:
a. Every e-Commerce entity shall establish an adeqgaévance redressal mechanism

and shall appoint a grievance officer for consugresvance redressal, and shall display
the name, contact details, and designation of stfater on its platform.



. The grievance officer is to acknowledge the recefpiny consumer complaint within
forty-eight hours and redress the complaint withie month from the date of receipt of
the complaint.

* Cancellation charges:No e-Commerce entity shall impose cancellation gasuon
consumers cancelling after confirming purchase sasml@milar charges are also
borne by the e- Commerce entity, if they cancelghechase order unilaterally for
any reason.

* Recording consent of consumerEvery e-Commerce entity shall only record the
consent of a consumer through an explicit andrafftive action for the purchase
of any good or service offered on its platform ad automatically, including in
the form of pre-ticked checkboxes.

Effecting payments towards accepted refund requestEvery e-Commerce entity
shall effect all payments towards accepted refuequests of the consumers as
prescribed by the Reserve Bank of India or any rotieenpetent authority under any
law for the time being in force, within a reasorabpleriod of time, or as prescribed
under applicable laws.

No manipulation of price: No e-Commerce entity shall manipulate the pricehef
goods or services offered on its platform in sughamner as to gain reasonable profit
by imposing on consumers any unjustified price hgviegard to the prevailing market
conditions, the essential nature of the good ariserany extraordinary circumstances
under which the good or service is offered, and ather relevant consideration in
determining whether the price charged is justifi€kllers have also been strictly
warned against “manipulating the price” of the g®odnd services offered on
their platforms to gain unreasonable profit.

Record of sellers:Every marketplace e-Commerce entity shall takeomasle efforts
to maintain a record of relevant information allagifor the identification of all sellers
who have repeatedly offered goods or services hthae previously been removed or
access to which has previously been disabled uhdeCopyright Act, 1957, the Trade
Marks Act, 1999 or the Information Technology A2000.

Prohibition of fake reviews These rules prohibit inventory e-Commerce entiéied
the sellers from posting fake customer reviews altloeir own goods or services, or
misrepresent their qualities or features.

. Advertisements for marketing of goods or service€very inventory e-Commerce
entity and seller on marketplace are to ensurettigabdvertisements for marketing of
goods or services are consistent with the actuaragcieristics, access and usage
conditions of such goods or services.

Importer/country of origin. Where an e-Commerce entity offers imported goods or
services for sale, the name and details of the itapbave to be mentioned. A seller on
a marketplace has also to provide all relevantildetdoout the goods and services
offered for sale including country of origin whicire necessary for enabling the
consumer to make an informed decision at the prehaise stage.

Taking back defective goods/deficient servicetn case of defective or spurious
goods, or deficient services, or goods/servicescoaforming to characteristics as
advertised, or late delivery of the goods/servioesinventory e-Commerce entity shall
refuse to take back such goods, or withdraw orodiBoue such services or refuse to
refund consideration, if paid.



V. ORAL EVIDENCE TENDERED BY THE MINISTRY AND OBSE RVATIONS OF
THE COMMITTEE THEREON.

7. The Consumer Protection (e-Commerce) Rules),20l2ced aAnnexure |, was taken up
for examination by the Committee and a questioenai the subject was forwarded to the
Ministry of Consumer Affairs, Food & Public Distiibon on the subject. The Ministry
furnished their comments/clarification on each ¢oes a copy of which has been included as
Annexurell of the Report. During the examination of the ruteg Committee held a meeting
on the 18 August, 2020 to deliberate upon the subject matérutes of which has also been
provided in the Report. The Committee heard theedaiy, Department of Consumer Affairs
alongwith other officials of the Department and théject was examined and discussed in
depth. The following points raised by the Commitheel the Ministry’s comments-thereon are
given below:-

« Protection of Personal Data

8. The Committee, first took up the issue of prbten of personal data of the consumers,
which has become a burning topic during the retiemés. The Committee raised concerns
over the leakage of consumer data by the e-Comnuatteentres and the lack of law to deal
with this leakage. The e-Commerce service provider,initiating the payment on their
platform tends to save the details of credit/ dedaitds of the customer. The Committee
enquired about the safety of the transaction/ paymelated data of the consumers. The
Committee also enquired about the steps that aregldaken to address the issue of data
security. The Secretary informed the Committee tthet provisions of the Information
Technology Act, 2000 are fully applicable to addrésese kind of issues. She further informed
that a Central Consumer Protection Authority (CCPA}$ been set up under the Consumer
Protection Act, 2019, whose mandate includes iyguito such kinds of leakages of data
privacy and also to recommend appropriate penaraeigainst the culprits. On a query raised
by the Committee regarding safety of the finandiaia like credit card details and payment
related information of customers, the Ministry fe@dlthat issues in relation to the protection of
personal data of an individual is governed gengralider data protection laws wherein, these
financial data of the customer are included witthia definition of ‘sensitive personal data or
information’ under the Information Technology (Reaable Security Practices and Procedures
and Sensitive Personal Data or Information) Ru2€4,1. The Committee then enquired about
the number of cases of violation of personal ddtandow. The Ministry informed that the
Consumer Protection Act, 2019, itself was enforoed20th July 2020 and the CCPA was
constituted only on 24th July, 2020 and hence,uoh €ases have been reported as yet.



Recommendation:

9. The Committee felt that the privacy of users andheir data security are of utmost
importance and the citizen’s ‘right to be forgotteri online are paramount. The Committee
appreciates that these rules have provision mandaiy the record of the consent of a
consumer through an explicit and affirmative actionfor the purchase of any good or
service offered on its platform and not automaticdl, e.g., in the form of pre-ticked
checkboxes. However, the Committee feels that thitself is not sufficient for protecting
the users' personal data. The Committee, thereforeecommends that user’'s personal
data may be categorized as per their level of setigity and appropriate protection level
may be assigned for each level. The Committee furtn recommends that the Ministry
should ensure that a secured and robust system oayment gateway is made available to
the Consumers so that the transaction related dataf the users is not compromised in any
way.

10. Further, the Committee felt that all major e-marketplace entities should establish
their data centre in India, so that the Consumer dta are not hosted in a server located
beyond the borders of the Country, which may be missed by an enemy Country. The
Committee also felt that Hyperscale Data Centres, mich are data centre hubs, can be
established in India that can empower India as a ®@bal IT hub in near future. In view of
this, the Committee recommends innovating new econoc models that promote
establishment of global hyperscale data centres imdia and it also recommends to make
all major e-marketplace entities to establish theidata centres locally.

11. The Committee recommends that a provision maye given in the Consumer
Protection Rules itself stating that the protectionto the personal data of the consumers
using e-marketplace, will be given under the Pers@h Data Protection Bill, 2019.

. Unfair Trade Practices/ Monopolies

12. The Committee observed from International eepees that the e-Commerce platforms
initially offer a good discount and sell goods akeap prices. However, after destroying all
smaller retailers/ MSMEs in the market, they malafithe prices of commodities; employ

unfair trade practices and monopolies. The Commigiequired whether this price advantage
remains there in the long term or is it only a metlof inducing the customers or getting him
hooked so that they can charge whatever they é&itex lon, which is also popularly called as
"Predatory Pricing" and whether such unfair tradsectices be identified and dealt with under
the present Rules. The Secretary clarified that ithia crucial element in the entire legislation
and through the new Consumer Protection Act, 2€i®Ministry has tried to define what the

unfair trade practices are. The Ministry furtheiormed the Committee that the Competition
Act, 2002 defines that offering products or sersie¢ an unfair or discriminatory price either



directly or indirectly constitutes abuse of domihgwosition and prohibits the abuse of
dominant position under Section 4 of the Act. Thimistry also informed that Clause (ix) of
Press Note 2(2018) issued by DPIIT on FDI policyee@ommerce sector, stipulates that an e-
Commerce entity providing marketplace will not,editly or indirectly, influence the sale price
of goods or services. The Secretary assured thatMmistry will certainly study and
incorporate the lessons learnt in the implemematiothe Act so that while going forward, the
Ministry will come out with exhaustive explanatioh what practices could constitute Unfair
Trade Practices and the Consumer Redressal Coromsssr the CCPA are able to identify
any unfair trade practices and how to deal with it.

13. The Committee noted that exclusive sales pg-of seller and the e-marketplace has
become a new upcoming trend. The exclusive tiethp$ are happening can be broadly
classified into two categories, totally exclusivedaexclusive only online. This considerably
reduces the choices available to consumers, apparemreating a situation of monopoly.
Exclusive agreements are not per se anti-competitidowever, they raise potential
competition concern when used as an exclusionatig @ foreclose competition to rivals. The
Committee is of considered view that such practlmgshe e-marketplace entities of holding
exclusive tie ups with the sellers should be disaged. The Committee noted that a firm’s
ability to raise its prices is usually constrainleg competitors and the possibility that its
customers can switch to alternative sources oflgujphen these constraints are weak, a firm
may gain market power.

Recommendation:

14. The Committee is of the considered view thatr@datory pricing as a short term
strategy, adopted by some of the market giants witkdeep pockets to sustain short-term
losses and reduce the prices of their products belothe average variable costs may lead
to wiping out competition from the market and couldbe detrimental to the consumers in
the long run. However, the Committee observes froma legal standpoint that it is very
hard to substantiate allegations of predatory priang against e-Commerce giants, since the
impact of such practice on the competition in the mrket would be very difficult to prove.
The Committee, therefore, recommends that there slud be a more clear-cut definition
of what constitute Unfair Trade Practice and practcal legal remedy to tackle such
circumventing practices by e-Commerce entities spécally Multinational Companies
and Kirana Small Vendors.

15. The Committee observes that the tremendoustigrof e-Commerce is a major threat to
traditional stores. Many retail enterprises arg@teg up by opening online stores and adopting
tech solutions to offer e-payment options, quidteliveries, and better customer experiences.
However, small-scale brick-and-mortar stores wiimited capitals and infrastructure
accessibilities are struggling to keep up. Thisugting the interests of local vendors and may
ultimately lead to closure of such shops with lapitals. The Committee is of the considered
view that wiping out of small/local vendors frometimarket may lead to reduced choices
available to the consumer, which in turn will pgnsumers in a disadvantageous position in
the long run. The Committee enquired about thesstaken by Ministry to strike a balance
between the two, so that the dominant e-marketpdetity does not hurt the interest of the
small/local vendors and a level-playing field isagable to them. However, no satisfactory



response in this regard was received from the MiniSThe Committee gave an excellent
example of necessity becoming mother of inventrofavour of the small vendors, which can
be seen in the testing times of COVID-19, as mamall vendors/shops started serving via
various means of telecommunication and e-Commeatéopms like Swiggy, Urbanclap etc.

These small scale e-Commerce entities largely reomadrganized, unregulated and unnoticed.

Recommendations:

16. The Committee noted that many MNCs as well asff-shore based companies are
involved in the market e-Commerce entity model ofte e-Commerce. The Committee
feels imperative to devise some regulatory mechanisso that the local vendors/ 'kirana’

shops are not wiped out of the market. It is alsoracial in view of the employment

opportunities to small scale/local vendors. The Comittee, therefore, recommends that
sufficient protection to such small/local vendorsisould be given in the Rules itself and the
Ministry should devise out ways in which such smaltetailers may also become part of e-
Commerce.

« Manipulation of Algorithm, Fake reviews and other malpactices

17. The Committee then enquired about the sthentto ensure that certain companies do
not benefit from algorithm (i.e. a computer prognaen which displays certain products
favourably and more frequently than the otherske Becretary informed the Committee that
the Rules stipulates that the E-Commerce entitlf sbadisplay undue bias towards any of the
sellers or manipulate the rankings to show the wows that a certain product is more favoured
among consumers or is more beneficial. The Segrefarified that in order to enable the
consumers to make an informed decision on the pisdoeing purchased by them, all the
terms and conditions, the MRP, packaging date, bte to be necessarily included in the
information given on the product labels. The Conbeeitthen raised the issue of fake reviews
or sponsored reviews posted on the e-Commercepiaf The Committee noted that the Rule
6 of the Consumer Protection (e-Commerce) Rule20 2fates that “No such seller shall
falsely represent itself as a consumer and posewsv..”. The Committee, then enquired
about the mechanism available with the regulatocheck this malpractice by the e-service
providers. The Secretary informed the Committeet tie Central Consumer Protection
Authority (CCPA) is going to have an investigatioing headed by, Director General
(Investigation) assisted by a team of experts ltatime required expertise and domain
knowledge to investigate such matters. She fuitifermed that when it is sufficiently proved
that any e-Commerce entity has posted fake reviewiskered with the algorithm, class action
against it would be initiated by CCPA.



Recommendation:

18. The Committee noted the clarifications provide by the Ministry regarding the legal
provisions to deter deceptive tactics used by theerchants in order to gain competitive
advantage over others. The Committee, is however,on inclined to agree with the
comments of the Ministry as the cases of fake rewies, unfair favouritism in the display of
goods are still increasing every day. The Committegherefore, recommends that some
corrective mechanism to discourage deceptive tactic including manipulation of
algorithms, fake product reviews & ratings must becreated so that the consumer interest
is not harmed in any way.

19. The Committee then raised its concern ovebDitie pricing, which is a technique used by
online retailers of goods and services wherebyadllivee price is advertised at the beginning of
the purchase process, following which additiona¢sfetaxes or charges, which may be
unavoidable, are then incrementally disclosed oimppdd’. The Committee considers this
practice of misleading and/or inadequately disadofees at the time of final checkout as a
breach of rights of consumers. The Secretary indofrthe Committee that the Consumer
Protection (e-Commerce) Rules, 2020 provide thattred additional charges, has to be
mentioned upfront on the platform, so that it doeg get added later on, without the
knowledge of the consumer. However, the Ministry dot clarify as to how they keep check
on such activities on e-platform and what is theghy imposed on the e-marketplace entity
which is involved in drip pricing.

Recommendations:

20. The Committee recommends that the Ministry shad clearly define the Drip pricing
in the Rules and sufficient protection to consumeshould be given as a provision in the
Rules itself including penal provisions for violaton.

21. In the e-Commerce context, the Committee obsers that there are many ‘click

farms’ that are used to click a merchant’s advertisment without any intention of actually

purchasing the advertised product. The Committee ned that such an exercise tends to
inflate the web traffic to a particular product, which ultimately affects the decision
making of the consumer. The Committee is of the we that the Ministry should take

strict actions against such click farms which inted to distort the healthy market

practices.



« Greivance Redressal & Consumer Helplines

22. The Committee then enquired about the mecimaset up by the Ministry for grievance

redressal of the consumers. The Ministry infornfed@ommittee that an e-Commerce entity is
required to appoint an easily accessible nodalopersf contact or a senior designated
functionary who is resident in India, for ensuriogmpliance with the Consumer Protection
Act, 2019. The Secretary also informed that theeRubf the Rules talks about liabilities of the
marketplace entities wherein every marketplacetyen$éi required to provide a dedicated

customer care number. However, the Committee nibtedthe duties and responsibilities of
the customer care service provided by the markegatity is not included in the Rules.

Recommendations:

23. The Committee recommends that the duties andesponsibilities of customer care
service provided by the marketplace entity should & clearly spelt out in the Rules itself.
Further, the Rules should explicitly mention different levels at which a customer can
approach eventually, if his/her grievance is unreseed.

24. The Committee noted that often inordinate delgs in contacting customer care service
and long call delays are tiring and irritating. The Committee, therefore, recommends that
the Ministry should not only direct the e-Commerce entities to provide dedicated
customer care number but also should direct the eittes to create mechanism to monitor
the time taken by the customer care executives tesolve an issue. The entities may be
directed by the Ministry to maintain a record of the same which may be presented by the
entities when asked upon.

* Regulation of Delivery Charges

25. The Committee observes that there is no ceshanism to monitor the delivery charges
paid by the consumer for delivery of products bdughthem online. The Committee raised
concerns over the unregulated delivery charges pgidhe consumers. The Committee
enquired whether the Ministry can put a cap onhighest limits of delivery charges. The
Secretary informed that rules provide that all addal charges, as to what is the postal charge,
what is the delivery charge, that has to be meatipso that it does not get added on without
the knowledge of the consumer.



Recommendations:

26. The Committee recommends that the Ministry shdd issue broad guidelines for the
fixation of delivery charges charged by the marketface entities. Further, the Committee
recommends that a cap on the highest limits of thdelivery charges in peak hours of
service should also be ensured by the Ministry.

. Product Information and related Issues

27. There is a growing concern that the first getien internet users may not have adequate
digital-education, which makes them more vulnerablanternet based frauds. Under such
circumstances, the Committee feels that the consumst have access to accurate, unbiased
information about the products and services theghmse. The Committee enquired about the
standards and formats set up by the Ministry fer parpose of product labelling so that a
consumer may take an informed decision before thehase. The Secretary clarified that in
order to enable the consumers to make an inforreedsidn on the products being purchased
by them, all the terms and conditions, the MRP kpgmg date, etc., have to be necessarily
included in the information given on the producbdis. She further informed that all e-
Commerce entities have been directed to ensuretiagiroducts, which are for sale on their
platforms, must necessarily include information areling their country of origin. The
Committee appreciates the Ministry for includingysion for mandating display of product
information in the rule 4 of the Rules. However thommittee feels that the Ministry should
create a mechanism to monitor that the provisidrikie rule is followed by the e-Commerce
entities in its letter and spirit.

Recommendations:

28. The Committee recommends that the Ministry shdd clearly distinguish in the
Rules itself the cases of misinformation, no inforaion and the information which is
otherwise correct but creates a false impression dnprovide for penal provision for each
case in the Rules itself.

29. The Committee recommends to either lay down ithe Rules itself or to publish

supplementary guidelines for the consumers to edutathem in simpler words about how
to and whom to approach, in case their grievances@not being satisfactorily addressed
by the customer care service. The Committee recommes that the steps to be followed
by the Consumer, if he/she is misled by the produéhformation or the product was not

delivered as promised by the seller in the contracshould be clearly spelt out in the
rules/guidelines thereunder.



SUMMARY OF OBSERVATIONS/RECOMMENDATIONS OF THE COMM ITTEE

1. The Committee felt that the privacy of users agh their data security are of utmost

importance and the citizen’s ‘right to be forgotteri online are paramount. The Committee

appreciates that these rules have provision mandaiy the record of the consent of a
consumer through an explicit and affirmative actionfor the purchase of any good or
service offered on its platform and not automaticdl, e.g., in the form of pre-ticked

checkboxes. However, the Committee felt that thidgself is not sufficient for protecting the

users' personal data. The Committee, therefore, reenmends that user’'s personal data
may be categorized as per their level of sensitiyitand appropriate protection level may

be assigned for each level. The Committee furtherecommends that the Ministry should

ensure that a secured and robust system of paymegateway is made available to the
Consumers so that the transaction related data othe users is not compromised in any
way.

2. Further, the Committee felt that all major e-maketplace entities should establish their
data centre in India, so that the Consumer data ar@ot hosted in a server located beyond
the borders of the Country, which may be misused bgn enemy Country. The Committee
also feels that Hyperscale Data Centres, which adata centre hubs, can be established in
India that can empower India as a Global IT hub innear future. In view of this, the
Committee recommends to innovate new economic modehat promote establishment of
global hyperscale data centres in India and it alssecommends to make all major e-
marketplace entities to establish their data centrelocally.

3. The Committee recommends that a provision may é given in the Consumer
Protection Rules itself stating that the protectionto the personal data of the consumers
using e-marketplace, will be given under the Pers@h Data Protection Bill, 2019.

4. The Committee is of the considered view that pdatory pricing as a short term
strategy, adopted by some of the market giants witkleep pockets to sustain short-term
losses and reduce the prices of their products belothe average variable costs may lead
to wiping out competition from the market and couldbe detrimental to the consumers in
the long run. However, the Committee observes froma legal standpoint that it is very
hard to substantiate allegations of predatory priang against e-Commerce giants, since the
impact of such practice on the competition in the mrket would be very difficult to prove.
The Committee, therefore, recommends that there slud be a more clear-cut definition
of what constitute Unfair Trade Practice and practcal legal remedy to tackle such



circumventing practices by e-Commerce entities sp#écally Multinational Companies
and Kirana Small Vendors.

5. The Committee noted that many MNCs as well asffeshore based companies are
involved in the market e-Commerce entity model ofie e-Commerce. The Committee
feels imperative to devise some regulatory mechamnmsso that the local vendors/’kirana’
shops are not wiped out of the market. The Commite, therefore, recommends that
sufficient protection to such small/local vendorsisould be given in the Rules itself and the
Ministry should devise out ways in which such smaltetailers may also become part of e-
Commerce.

6. The Committee noted the clarifications providedoy the Ministry regarding the legal
provisions to deter deceptive tactics used by theerchants in order to gain competitive
advantage over others. The Committee, is however,oh inclined to agree with the
comments of the Ministry as the cases of fake rewies, unfair favouritism in the display of
goods are still increasing every day. The Committegherefore, recommends that some
corrective mechanism to discourage deceptive tactic including manipulation of
algorithms, fake product reviews & ratings must becreated so that the consumer interest
is not harmed in any way.

7. The Committee recommends that the Ministry shdd clearly define the Drip pricing
in the Rules and sufficient protection to consumeshould be given as a provision in the
Rules itself including penal provisions for violaton.

8. In the e-Commerce context, the Committee obsexs that there are many ‘click farms’
that are used to click a merchant’'s advertisement ithout any intention of actually
purchasing the advertised product. The Committee ned that such an exercise tends to
inflate the web traffic to a particular product, which ultimately affects the decision
making of the consumer. The Committee is of the we that the Ministry should take
strict actions against such click farms which inted to distort the healthy market
practices.

9. The Committee recommends that the duties and sponsibilities of customer care
service provided by the marketplace entity should & clearly spelt out in the Rules itself.
Further, the Rules should explicitly mention different levels at which a customer can
approach eventually, if his/her grievance is unreseed.

10. The Committee noted that often inordinate delgs in contacting customer care service
and long call delays are tiring. The Committee, theefore, recommends that the Ministry
should not only direct the e-Commerce entities to rpvide dedicated customer care



number but also should direct the entities to crea mechanism to monitor the time taken
by the customer care executives to resolve an issuéhe entities may be directed by the
Ministry to maintain a record of the same which maybe presented by the entities when
asked upon.

11. The Committee recommends that the Ministry shdd issue broad guidelines for the
fixation of delivery charges charged by the marketface entities. Further, the Committee
recommends that a cap on the highest limits of thdelivery charges in peak hours of
service should also be ensured by the Ministry.

12. The Committee recommends that the Ministry shdd clearly distinguish in the Rules
itself the cases of misinformation, no informatiorand the information which is otherwise
correct but creates a false impression and provid®r penal provision for each case in the
Rules itself.

13. The Committee recommends to either lay down ithe Rules itself or to publish

supplementary guidelines for the consumers to edutathem in simpler words about how
to and whom to approach, in case their grievances@not being satisfactorily addressed
by the customer care service. The Committee recommes that the steps to be followed
by the Consumer, if he/she is misled by the produéhformation or the product was not

delivered as promised by the seller in the contracshould be clearly spelt out in the
rules/guidelines thereunder.
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3. Shri R.K. Mecolt SinghJnder Secretary
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Witnesses:

Ministry of Consumer Affairs, Food & Public Distrib ution (Department of
Consumer Affairs)

1. Ms. Leena Nandan, Secretary
2. Ms. Nidhi Khare, Additional Secretary

3. Shri Anupam Mishra, Joint Secretary

2. The Chairman, at the outset, welcomed the Mesnbad Officers to the
meeting of the Committee. Explaining the mandat¢hef Committee, he stated
that the main function of the Committee is to exaanand report to the House
whether the powers to make rules, regulations gieen to the Government by
the Constitution or by an Act of the Parliamentydndeen properly exercised,
both in letter and spirit.

3. X X X X X X X

XX XX X XX

10. The Committee then took up discussion with 8ecretary, Ministry of
Consumer Affairs, Food and Public Distribution (Rdgment of Consumer
Affairs) on the Consumer Protection (e-CommerceleRW2020. The Additional
Secretary, Department of Consumer Affairs gave &fbPower Point
Presentation on the subject. Thereafter, The SagrdDepartment of Consumer
Affairs invited the Committee to raise any query thre said subject. The
Committee at the outset, raised concerns aboue#iage of consumer data by
the e-Commerce call centers and the lack of lawet@ with this leakage. The
Committee then enquired about the steps that arey liaken to address this
iIssue. The Secretary informed the Committee thaptvisions of IT Act, 2000
are fully applicable to address these kinds ofassishe further informed that a
Central Consumer Protection Authority (CCPA) ha®rbeset up under the
Consumer Protection Act, 2019, whose mandate iesludquiry into such kinds
of leakages of data privacy and also recommendogpite penal action against
the culprits. On a query regarding the number chstases till now, she replied
that the Act itself was enforced on 20th July 2@2d the CCPA was constituted
only on 24th July 2020.



11. The Committee observed that from Internatioe&periences, the e-
Commerce platforms initially offer a good discowand sell goods at cheap
prices. However, after destroying all smaller detasf MSMEs in the market,
they manipulate the prices of commodities, emplajain trade practices and
monopolies. The Committee enquired whether thisgpaidvantage remains there
in the long term or is it only a method of inducitigg customers or getting him
hooked so that they can charge whatever they hikkvehether such unfair trade
practices be identified and dealt with under theespnt Rules. The
Secretary clarified that this is a crucial elemeant the entire legislation
and through the new Consumer Protection Act, 2ah8, Ministry has tried
to define what the unfair trade practices are &edMinistry will certainly study
and incorporate the lessons learnt in the impleatemt of the Act so that while
going forward, the Consumer Redressal Commissiortheo CCPA are able to
identify any unfair trade practices and how to deh it.

12. The Committee then enquired on what bass dtlecided as to whether a
product is returnable or non-returnable on an E-Qence website. The
Committee felt that the rules are not uniform tirer&he Secretary informed the
Committee that the return policy may differ fronoguct to product and it is not
possible to envisage the entire range of produdtsnvever, she stated that
whichever product is advertised for sale, its teamd conditions, its warranty or
guarantee, or whether it is returnable or non-retole, should all be there. She
further stated that there will always be some petelwhich cannot be returned if
the consumer has utilized them. The Committee éurtibserved that on return of
certain products, the customers don't get theid leash but instead, they get a
voucher for buying another product from the samaf@tm. The Committee
requested the Ministry to look into this issue.

13. The Committee then enquired about the stalentto ensure that certain
companies do not benefit from algorithm (i.e. a pater programme which

displays certain products favorably and more fratjyethan the others). The
Secretary informed the Committee that the Rulgaikttes that the E-Commerce
entity shall not display undue bias towards anyhef sellers or manipulate the
rankings to show the consumer that a certain progumore favoured among
consumers or is more beneficial. The Secretaryfigldrthat in order to enable

the consumers to make an informed decision on tbaugts being purchased by
them, all the terms and conditions, the MRP, paicicaglate, etc., have to be
necessarily included in the information given oa f@iroduct labels. She further
informed that it has also been communicated t&&lommerce entities that the
products, which are for sale on their platforms, smmecessarily include

information regarding their country of origin. Sétated that the Legal Metrology
Act prescribes the mandatory information that ndedse complied with by E-

Commerce entities and sellers who are selling thesducts on E-Commerce



platforms. However, if there is any violation oktiConsumer's rights, then the
consumer can go to the National Consumer Helplindiectly access the e-
Commerce entity's consumer redressal mechanismghrtelephone or e-mail,
which are required to be provided by the entity.

14. The Committee observed that the Consumer ®rateActper sedoesn't
take care of data leakage or data breach and tessdt in compromise on
consumer’s data privacy, which is ultimately usedntanipulate the rating of
products. Moreover, the CCPA cannot take care isfiisue as its focus is only
on the Consumers' rights. Hence, the Committeeesiigd that an umbrella kind
of structure should be there encompassing variarsoRal data issues under
other Acts/Regulators e.g., RERA Act, Competitioan@nission of India Act
and Personal data Protection Bill etc. The Segretdormed that on issues like
data privacy, there is much more detailing thattbase done with the regulators
on those fronts. She further stated that the Cler@@nsumer Protection
Authority, established to promote, protect and smdahe rights of consumers
shall take note of instances and take appropriat®raagainst E-Commerce
entities, where the manipulation of data to infleceerconsumers or to wrongly
attract them to certain products, is brought taitsntion.

15. The Committee then raised issues like prewentf fake reviews of
products, transparent pricing, term of National §€loners' Disputes Redressal
Commission (CDRC) Members etc. The Secretary indafthe Committee that
the Central Consumer Protection Authority (CCPA) gsing to have an
investigation wing headed by, Director General €stigation) assisted by a team
of experts having the required expertise and dorkamwledge to investigate
such matters. She further informed that when swigiciently proved that any E-
Commerce entity has posted fake reviews or tinkevéd the algorithm, class
action against it would be initiated by CCPA. Agasds the transparent pricing,
all e-Commerce entities are required to displaychérges including price, taxes
and delivery charges for the Consumer. She fuitifermed that the term of the
NCDRC Members is of 4 years as notified by the FoeaAct, 2017 and the
Tribunal Rules, 2020 and for the State and theribisCommission also, the
tenure is of 4 years and these are subject toitia decision of the Supreme
Court, which is considering the matter.

16. A verbatim record of the proceedings of megptuas kept.

17. The Committee meeting adjourned at 05:16 P.M.



ANNEXURE 1

ORAL EVIDENCE ON E-COMMERCE (CONSUMER PROTECTION) RULES, 2020

REPLY TO QUESTIONNAIRE

*kkk

1. What were the reasons that led to the framing oé-Commerce (Consumer Protection)
Rules, 2020? What were the lacunas, if any, in thieamework of e-Commerce that the
present Rules seek to address?

Reply

The mandate of the Department of Consumer Affaisonsumer advocacy.The overall policy
on e-Commerce is the domain of the Department fomBtion of Industry and Internal Trade
( DPIT). The DPIIT has issued Foreign Direct Inwesnt (FDI) policy on E-Commerce
sector. The space of e-Commerce suffered fromkadaconsumer-oriented legislation which
was specifically developed for the business mogetssalent in this space. Accordingly,
theConsumer Protection(E-Commerce) Rules, 202@vas notified with a view to prevent
unfair trade practices, with a view to protect aafleguard the ultimate interests and rights of
consumers to enable the consumers to make infordemisions on purchases, prevent
fraudulent transactions and unfair and deceptagetpractices, control sale of counterfeits etc.

The e-Commerce Rules address various lacunas iprésent grievance redressal mechanism
on e-Commerce trade such as those relating torfakedelivery/ delay delivery, non-refund of
the items in case found not upto the mark, fakedgagic, and put in place a robust grievance
redressal mechanism.

The E-Commerce rules clarify the liabilities of gplatform both in a marketplace model and in
inventory model, setting up of an adequate Griegaredressal mechanism, not refuse to take
back goods, discontinue services or stop refunttgiproducts are found to be fake, defective,
delivered late or look different from descriptiom ¢he platform etc.This would help the
grievances to be resolvedat a pre-litigation stage an Alternate Dispute Resolution
mechanism thereby ensuring efficiency and reducitite cases in Consumer
Commissions/other courts. In terms of Rule 6(43fl)he ibid rules, a grievance officer shall
be appointed for consumer grievance redressaltastdil be ensured that the grievance officer
acknowledges the receipt of any consumer compleithin forty-eight hours and redresses the
complaint within one month from the date of recaipthe complaint;



2. What has been the experience of the Ministry regding implementation of these Rules
so far? What are the major challenges faced by th#linistry while implementing these
Rules?

Reply

The rules have been notified recently on 23rd A@g0. It is too early to comment on the
experience and challenges faced by this Ministrthasrulesnotified is one month old and its
implementation is at nascent stage.

3. Are there any proposals for amendments to the Res? If so, then please explain the
reasons that have necessitated an amendment to tReales?

Reply

The Rules have been notified only on 23rd July 2@28vernment will assess the challenges
and problems that may come up and if required,idenaddressing the issues appropriately.

4. Rule 3(b) of the e-Commerce (Consumer ProtectipiRules, 2020, defines ‘e-Commerce
entity’ as any person who owns, operates or managealgital or electronic facility or
platform for electronic Commerce, but does not inalde a seller offering his goods or
services for sale on a marketplace e-Commerce entitwhereas there is a slight difference
in the definition of e-service provider in the guiclines pertaining to FDI regulations in e-
Commerce Sector. What are the reasons behind notdtuding marketplace e-Commerce
entity under the definition of e-Commerce entity?

Reply

Rule 3(b) of the Consumer Protection (e-Commeragde®f} 2020 defines e-Commerce entity
as “E-Commerce entity means any person who owresatgs or manages digital or electronic
facility or platform for electronic Commerce, buiets not include a seller offering his goods or
services for sale on a marketplace e-Commerceygntit

Marketplace e-Commerce entities are therefore dedduwithin the definition of e-Commerce
entity. It is only “sellers on a marketplace e-Coenoe entity” who have been excluded from
the scope of this definition. The reason for trasbecause the obligations of sellers are
markedly different from the obligations of a magflate e-Commerce entity. Marketplace e-
Commerce entities only offer the platform throughieh a seller sells goods owned by them to
a consumer. Since these entities (i.e, market@aCemmerce entities, inventory e-Commerce
entities and sellers on marketplaces) exercisereifit levels of control over the goods and
information related to the goods, there is a neerktognise the distinction between them in
the placement of any obligation on them. Therefdhe rules specifically place certain
obligations on sellers on marketplace e-Commercitiess; which is done through the
provisions of Rule 6.

5. As per the Rule 4(10) of the said Rules, “everg-Commerce entity shall effect all
payments towards accepted refund requests of the msumers as prescribed.....under



applicable laws”. Does this clause include paymentsiade through 3% party Payment
Processors also? If not, how will such payments lvegulated?

Reply

As per Rule 4 (10), every e-Commerce entity shédice all payments towards accepted refund
requests of the consumers as prescribed by the\ReBank of India or any other competent
authority under any law for the time being in fqreathin a reasonable period of time, or as
prescribed under applicable laws.

Thus Rule 4(10) makes a reference to any relevaapplicable law or regulation that may be
made by the Reserve Bank of India, or any otherpstent authority. Therefore, the scope of
this Rule and the manner of effecting the paymehtbs determined by the precise nature of
such laws or regulations. The obligation placeRioye 4(10) is to comply with such laws or
regulations in the course of effecting paymentsatols accepted refund requests.

RBI has issued guidelines on Regulation of Paymgatregators and Payment Gateways vide
notification RBI/DPSS/2019-20/174 DPSS. CO. PD. N&10/02.14.008/2019-20 dated March
17, 2020, which applies to all Payment System Flergi and System Participants.

6. Rule 3(g) of the said Rules defines ‘marketplace-Commerce entity’. It is established
that many MNC'’s as well as off-shore based comparseare involved in the market e-
Commerce entity model of the e-Commerce. The Wallmm&Flipkart Deal, for example,
had faced much revolt by the traders association ahsmall and domestic retailers as they
have alleged that FDI norms have been violated bya¢m. Under such circumstances how
does this Regulations make sure that there is no gsibility of predatory pricing by these
industry-giants, which may lead to small enterprise running out of business?

Reply

The purpose of the Consumer Protection Act, 2018 @rotect and safeguard interests of the
consumers. Various measures have been providedheinAtt to protect the interest of
consumers such as establishment of the CentraludwrsProtection Authority to protect,
promote and enforce the rights of consumers aass cliling complaints from any place and e-
filing in consumer Commissions, product liabiligtc.

The E-Commerce Rules have been framed to ensurdhghanterests of the consumers are
protected in the e-Commerce space by empoweringucoers. As per the rules, the e-
Commerce entities are required to set up a grievaedressal mechanism and acknowledge
the consumer grievances within 48 hours and reseitt@n a month. This will work as an
alternate dispute resolution mechanism at prealiiign stage. The duties of E-Commerce
entities under Rule 4(9) states that every e-Coroenentity shall only record the consent of a
consumer for the purchase of any goods or senffeeed on its platform where such consent
is expressed through an explicit and affirmativeéoac and no such entity shall record such
consent automatically, including in the form of fiicked checkboxes. FAQs on e-Commerce
rules will further enlighten the consumers to taKermed decisions.

The Competition Act, 2002 defines and prohibits dbeise of dominant position in Section 4
of the Act. Section 4(2) further states that offgriproducts or services at an unfair or
discriminatory price either directly or indirectlyonstitutes abuse of dominant position.



Further, Section 4(2) (a) (i) mentions 'PredatBrcing' as a form of unfair or discriminatory
pricing and ultimately as abuse of dominant positieredatory pricing is a competition issue
and the Competition Commission of India (CCIl) hdsoassued a set of self-regulation
guidelines for the e-Commerce sector.

Clause (ix) of Press Note 2(2018) issued by DPliputates that an e-Commerce entity

providing marketplace will not, directly or inditdg influence the sale price of goods or

services, which also renders such business asvantory based model. The aforesaid Press
Note on FDI policy on e-Commerce sector was issteecensure that the rules are not

circumvented.

7. Rule 4 of the e-Commerce (consumer protection)ukes,2020, enumerates the Duties of
e -Commerce entities. Further, the sub-rule (4) ofthis Rule states “Every e-Commerce
entity shall establish an adequate grievance redrsal mechanism...”. As per the previous
consumer protection Acts, a consumer can instituta complaint only in the place where
the transaction took place. How does these Rulesg@ates this issue of jurisdiction and
place of complain in case of e-transactions?

Reply

As per Rule 5 of the Consumer Protection (E-ComejeRules, 2020, a marketplace e-
Commerce entity shall, on a request in writing mbagex consumer after the purchase of any
goods or services on its platform by such consupr@yide him with information regarding
the seller from which such consumer has made sugkhpse, including the principal
geographic address of its headquarters and alkchesn name and details of its website, its
email address and any other information necessarycdmmunication with the seller for
effective dispute resolution.As per the rules, ¢h@ommerce entities are required to set up a
grievance redressal mechanism and acknowledgeotisimer grievances within 48 hours and
resolve within a month.

As per consumer protection Act, 2019, a consumer fda a complaint in a Consumer
Commission having jurisdiction over his place o$idence/work. Hence a consumer who
purchased online can file complaint in the distwbiere he resides or works.

8. As per the Rule 4(3) of the said Rules, “No eethmerce entity shall adopt any unfair
trade practice, whether in the course of the busirss on its platform or otherwise”. The e-
Commerce service provider, for initiating the paymat on their platform tends to save the
details of credit/debit cards of the customer. Howdoes these Rules make sure that the
digital data like card details and payment informaton of the customer are not
compromised by these e-service providers?

Reply

E-Commerce websites operating in India are requuoeidllow many laws of India including
the Information Technology Act, 2000.

The issues in relation with the protection of peedodata (including financial data) of an
individual will be governed generally under datatpction laws. For instance, financial data



such as credit card details and payment informatawa included within the definition of
‘sensitive personal data or information’ under tlmormation Technology (Reasonable
Security Practices and Procedures and SensitiveoRar Data or Information) Rules, 2011.
These rules place strict restrictions on how swath dhay be used by an e-service provider.

These Rules will run parallelly with, and not innt@diction to any other law, rules or
regulation that may be made with regard to thegatain of financial data in India.

9. As per the Rule 4(5) of the said Rules, “every@ommerce entity shall ensure that the
grievances officer acknowledges the complaint reqs#i...”. What are the mechanisms put
in place to monitor the implementation of these R and to whom violations, if any, are
reported?

Reply

As per the duties of sellers on market place stigal vide Rules 6(4) of Consumer
Protection(E-Commerce) Rules, 2020, any seller rioifle goods or services through a
marketplace e-Commerce entity shall:

(a) have a prior written contract with the respecg-Commerce entity in order to undertake or
solicit such sale or offer;

(b) appoint a grievance officer for consumer gaigse redressal and ensure that the grievance
officer acknowledges the receipt of any consumenpiaint within forty-eight hours and
redresses the complaint within one month from thte df receipt of the complaint;

(c) ensure that the advertisements for marketingamids or services are consistent with the
actual characteristics, access and usage conddf@sh goods or services.

(d) provide to the e-Commerce entity its legal pamrincipal geographic address of its
headquarters and all branches, the name and deftaiitsswebsite, its e-mail address, customer
care contact details such as fax, landline, andilmabmbers and where applicable, its GSTIN
and PAN details.

Rule 8 of the E-Commerce Rules provides that Aatlspply in the event of any violation of
these Rules. The Central Consumer Protection Atiyh@GCCPA”) established under the Act
has been vested with the power and function toeptpfpromote and enforce the rights of
consumers as a class, and to prevent violatiowmdwmer rights or unfair trade practices. Any
violation of these E-Commerce Rules affecting a<laf consumers can be reported to the
CCPA, and the appropriate redressal mechanismsnasaged under the Act will be set in
motion.

CCPA can also take suo motu cognizance of such leamgs get it investigated through
Director General (Investigations) for needful actiwhere the Central Authority is of the
opinion that the matter is to be dealt by a regujat may refer such matter to the concerned
regulator alongwith its report.

10. Rule 5 of the said Rules mentions about the bdities of marketplace e-Commerce
entities. How will the liabilities shared between lie e-service provider, physical store
which holds the inventory and the third party payment processor?



Reply

Liabilities of marketplace e-Commerce entities via# shared w.r.t. the area of the service
provided by each viz. e-service provider, physstate which holds the inventory and the third
party payment processor.

Rule 5 provides that marketplaces should providerination on available payment methods,
the security of those payment methods, any feeharges payable by users, the procedure to
cancel regular payments under those methods, chaigde options, if any, and the contact
information of the relevant payment service provideule 6 provides the liabilities of Sellers
on the platforms as indicated in response to quedD. 9

11. Rule 6 of the e-Commerce Rules, 2020 states ttH&No such seller shall falsely
represent itself as a consumer and post reviews.. What is the mechanism available with
the regulator to check this malpractice by the e-sgice providers? What are the penalties
in case such malpractice is caught?

Reply

The reviews on products or services provided oroew@ierce platform as customer reviews
are to be genuine and verifiable and not tutoneigrinediary platforms are expected to provide
those details on asking by the Regulator. The @eAmthority can pass such order as may be
necessary, including discontinuation of practicésctv are unfair and prejudicial to consumers
‘interest.

12. E-Commerce has no physical and political boundies. How are e-Commerce entities
of foreign origin regulated or monitored? What meclanisms are available to ensure that
these rules are followed by them in its letter andgpirit?

Reply

The overall policy on e-Commerce is the domain &fliD. DPIIT has issued Foreign Direct
Investment (FDI) policyon E-Commerce sector. Act@nsuch matters will be taken by that
Department.

As regards the Consumer Protection (e-CommercegsiR@020, an e-Commerce entity shall
be a company incorporated under the CompanieslA8&6 (1 of 1956) or the Companies Act,
2013 (18of 2013) or a foreign company covered undause (42) of section 2 of the
Companies Act, 2013 (18of 2013) or an office, bhamc agency outside India owned or
controlled by a person resident in Indiaas provithesub-clause (iii) of clause (v) of section 2
of the Foreign Exchange Management Act,1999 (42980); and appoint a nodal person of
contact or an alternate senior designated funatyomeho is resident in India,to ensure
compliance with the provisions of the Act or théerumade thereunder.So a foreign company
has to have a nodal person located in India torermmpliance of these Rules.



