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MINISTRY OF CONSUMER AFFAIRS, FOOD AND PUBLIC DISTR IBUTION
(Department of Consumer Affairs)
NOTIFICATION
New Delhi, the 26th October, 2016

G.S.R. 1013(E).—The Government constituted on consisting an Intenidterial Committee representatives
from Ministry of Finance, the Department of IndigdtiPolicy and Promotion, Department of Legal AffaiDepartment
of Information Technology and Ministry of Corporafdfairs, besides representatives of State Goventsnef Delhi,
Andhra Pradesh and Kerala to look into the matter€erning the direct selling industry.
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Based on the deliberations of the Inter- Ministe@@mmittee and consultations with the Stakehold#re
model guidelines for States & Union Territories, direct selling, have been formulated for protegtihe legitimate
rights and interests of Industry and Consumeris. énvisaged in the guidelines that the State Guwents will set up a
mechanism to monitor/supervise the activities ofeBi Sellers, Direct Selling Entities regarding @iiamce of the
guidelines for Direct Selling.

Any direct selling entity, conducting direct segjimctivities, shall submit an undertaking to thep@@ment of
Consumer Affairs by ‘9 December, 2016 stating that it is in compliancéhvthese guidelines and shall also _provide
details of its incorporation. Being enforcemegecies, the State Governments & Union Territomey take necessary:
action to implement these guidelines. The Guidslare available on theebsitewww.Consumemffairs.nic.in

Enclosure: Model Guidelines on Direct Selling Eslgland Hindi

With proforma for declaration Undertaking atehed.

[No#21/18/2014-IT (Vol. 11)]
P.V..RAMA SASTRY, Jt. Secy.

Advisory to State Governments / Union Territories:

Model Framework for Guidelines on DirectsSelling

These guidelines, may be called the Direct Sellhgdelines 2016.These are issued as guiding principles for State
Governments to consider regulating the busines®ioéct Selling” and Multi-Level Marketing (MLM) ath strengthen
the existing regulatory mechanism on Direct Selimgl MLM, for preventing fraud and protecting tlegitimate rights
and interests of consumers.

Clause 1. Definitions:

In these Guidelines unless and otherwise required:

1. "Act" means the Consumer Protection Act, 1988d61986);

2. “Consumer” shall have the same meaning as‘pedvichder the Consumer Protection Act, 1986;

3. “Prospect” means a person to whom an’offer praposal is made by the Direct Seller to join aebirSelling
opportunity;

4. “Direct Seller” means a person appointed or aitled, directly or indirectly, by a Direct SelljrEntity through a
legally enforceable written contract tosundertakeat selling business on principal to principasisa

5. “Network of Direct Selling” means a network difect sellers at different levels of distributiomho may recruit or
introduce or sponsor further levels of direct ssllevho they then support:

Explanation: “networkof direct selling” shaflean any system of distribution or marketing add g a direct selling
entity to undertake direct selling business andl &adude the multi-level marketing method of dibution.

6. “Direct Selling”’smeans marketing, distribution ardle of goods or providing of services as a pantaiivork of
Direct Selling other than under a pyramid scheme,

Providedithat such sale of goods or services ocstimsrwise than through a “permanent retail locétito the
consumers, generally in their houses or at theikplace or through explanation and demonstratioauzh goods and
servicesiat@a particular place

7., “Direct Selling Entity”, means an entity, not beiaggaged in a pyramid scheme, which sells or offesell goods
orservices through a direct seller.

Provided that “Direct Selling Entity” does not inde any entity or business notified otherwise &y @overnment
for the said purpose from time to time.

8. “Goods” means goods as defined in the Sale addGdAct, 1930 and “Service” means service as definethe
Consumer Protection Act, 1986;

9. “Saleable” shall mean, with respect to goods /and services, unused and marketable, which hagxumired, and
which is not seasonal, discontinued or special pt@m goods and / or services;
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10. “Cooling-off Period” means the duration of timeunted from the date when the direct seller &eddirect selling
entity enter into an agreement under Clause 4 adthg with date on which the contract is to be peried and within
which the direct seller may repudiate the agreemithbut being subject to penalty for breach oftcact;

11. “Pyramid Scheme” means:

A multi layered network of subscribers to a schdarened by subscribers enrolling one or more subscsiin
order to receive any benefit, directly or indirgcths a result of enrolment, action or performan€eadditional
subscribers to the scheme. The subscribers emyailither subscriber(s) occupy higher position dahd enrolled
subscriber(s) lower position, thus, with successimmIments, they form multi-layered network of scitibers.

Provided that the above definition of a “Pyramidh&me” shall not apply to a multi layered network of
subscribers to a scheme formed by a Direct Sellimgity, which consists of subscribers enrolling joore more
subscribers in order to receive any benefit, diyeot indirectly, where the benefit is as a resufitsale/of goeds or
services by subscribers and the scheme/financiahgement complies with all of the following:

a) It has no provision that a Direct Seller wiltegéze remuneration or incentives for the recruittdegnrolment of new
participants.

b) It does not require a participant to purchasedgor services:

i. for an amount that exceeds an amount for wiieth goods or services can be“expected to be salgsold to
consumers;

ii. for a quantity of goods or services that extsean amount that can be expected to be consumext bgld or resold
to consumers;

c) It does not require a participant to pay anyyregistration fee, cost of sales demonstratiampgent and materials
or other fees relating to participation;

d) It provides a participant with a written contrdescribing the “material terms” of participation;

e) It allows or provides for a participant a reasae cooling-off period to participate or canceltiggpation in the
scheme and receive a refund of any consideratiengb participate in the operations;

f) It allows or provides for a buy-back or repursigpolicy for “currently marketable” goods or sees sold to the
participant at the request of the participant asomable terms;

g) It establishes a grievance redressal mechamiseohsumers, more particularly described in Claubkerein.

Explanation 1 — For the purposes of this proviso the term “mateéerms” shall means buy-back or repurchase pplic
cooling-off period, warranty and refund pelicy

12. “Money Circulation Scheme” has the same meamiagdefined under the Prize Chits and Money Citmra
Schemes (Banning) Act, 1978.

13. “Remuneration System”.means the system follolethe direct selling entity to compensate thediseller which
illustrates the mode of sharing of incentives, psaind commission, including financial and noraficial benefits, paid
by the direct selling entity to,the direct sellavg,a monthly or periodic or yearly basis or bath the case may be. This
system, for every Direct Selling entity, shall:

a) Have no proyision that a direct seller will ieeeremuneration from the recruitment to partiogpat such direct
selling;

b) ensure that direct sellers shall receive rematiwar derived from the sale of goods or services;
c) clearly’disclose the method of calculation ahomeration.

14, “State™ includes a Union territory.

Clause 2. Conditions for the setting up of Direct 8lling business:

Every Direct selling entity intending to carry aitect selling business subsequent to the pubdicadf the notification
in the Gazette, shall within 90 days comply with fbllowing set of conditions for the conduct offatit selling business:

It shall
1. be a registered legal entity under the lawsdfd.

2. Provide a mandatory orientation session toral§pective direct sellers providing fair and acteniaformation on all
aspects of the direct selling operation, including not limited to the remuneration system and etggeremuneration
for newly recruited direct sellers;
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3. Provide accurate and complete information tspective and existing direct sellers concerningé&asonable amount
of remuneration opportunity, and related rights ahtigations;

4. Pay all dues and make withholdings from diretless in a commercially reasonable manner;

5. Notify and provide a full refund or buy-back gamtee to every direct seller on reasonable coniaiderms which
can be exercised within a period of 30 days, froendate of the distribution of the goods or sewvitethe direct seller;

6. Notify and provide to every direct seller a éogloff period which entitles such direct sellerreturn any goods/
services purchased by the direct seller duringtwing-off period,;

7. The promoter or key management personnel shuilthave been convicted of any criminal offenceigitetole with
imprisonment in last 5 years by any Court of corapgjurisdiction;

8. It shall have an office with identified juristiin of its operation in the State to enable thestmners and direct seller
to acquaint themselves with price of products, rretr replacement of products and efficient delpvef goods and
services, and post-sale redressal of grievances;

Clause 3: Conditions for conduct of Direct Sellindusiness
Every Direct Selling entity shall comply with thellbwing conditions:

1. It shall be the owner, holder, licensee of ddraark, service mark or any othéer‘identificatiorrknahich identifies
the entity with the goods to be sold or suppliedewices to be rendered;

2. It shall issue proper identity document(s) soDirect Sellers;

3. It shall maintain proper records either manuatlectronic of their business dealings, with coztgldetails of their
goods, services, terms of contract, price, incotae,details of direet sellers, including but nishited to enrolment,
termination, active status, earning etc;

a) Every Direct Selling entity shall maintain a ‘tieter ofyDirect Sellers” wherein relevant detalseach enrolled
Direct Seller shall be updated and maintained;

b) The details of Direct Sellers shall include aod be limited to'verified proof of address, probidentity and PAN;

4. It shall maintain proper and updated websitehwatl relevant details of the entity, contact imf@tion, its

management, products, product information,.produetity certificate, price, complete income plagrns of contract
with direct seller and complaint redressal mecharfar direct sellers and consumers. The websitelghtave space for
registering consumer complaints .and /should«endae dgrievances are addressed within 45 days of ngakiich

complaints;

5. It shall provide to all direct sellers their jpelic account / information concerning, as appliealsales, purchases,
details of earnings, commissions, bonus and o#levant data, in accordance with agreement wittditest sellers. All
financial dues shall be paid-and any withholdingienan a commercially reasonable manner;

6. It shall monitor. the walue of the purchases lbfita Direct Sellers/Distributors on a monthly snd once the
purchase value crosses the VAT threshold; it mishate the Direct seller/Distributor to pay the VA

7. A Direct Selling*entitysshall not:

a) Use misleading, deceptive or unfair recruitimggtices, including misrepresentation of actuapotential sales or
earnings, in theiriinteraction with prospectiveegisting direct sellers;

b)"Make any factual representation to a prospedirect seller that cannot be verified or make prgmise that cannot
be fulfilled;

c).Present any advantages of direct selling toprogpective direct seller in a false or deceptianner;

d)"Make or cause, or permit to be made, any reptasen relating to its direct selling businesgliling remuneration
system and agreement between itself and the diedletr, or to the goods or services being solddsifior by the direct
seller which is false or misleading;

e) Engage in, or cause or permit, any conduct ighahisleading or likely to mislead with regard tayamaterial
particulars relating to its direct selling busines&luding remuneration system and agreement letvitself and the
direct seller, or to the goods or services beird by itself or by the direct seller;

f) Use, or cause or permit to be used, fraud, ¢oeyharassment, or unconscionable or unlawful méampromoting its
direct selling practice, including remunerationteys and agreement between itself and divect seller, or to the goods
or services being sold by itself or by the diresltes;
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0) Require its direct sellers to provide any beneficluding entry fees and renewal fees or to pase any sales
demonstration equipment or material in order tdigipate in its direct selling operations;

h) Provide any benefit to any person for the iniitbn or recruitment of one or more persons asctlisellers;
i) Require the direct sellers to pay any money ly wf minimum monthly subscription or renewal clesg

8. Notwithstanding the distribution system adopted a direct selling entity, the Direct Selling Ewtishall be
responsible for compliance of these Guidelines iy member of its network of direct selling, whetlsech member is
appointed directly or indirectly by the Direct $edl Entity.

Clause 4: Conditions for Direct Selling contract bawveen Direct Seller/Distributor and Direct Selling Entity:

1. Every Direct Selling entity shall execute a caot agreement, whether directly or indirectly, hwidirect, Sellers
before enrolment:

a) The Agreement shall be provided in a manneristamg with Section 10 of the Indian Contract A&7 2;

b) In addition to the rights and obligations of s to this agreement under these guidelines wodrer law in force,
parties shall have rights and obligations that @extensive with rights and obligations of partiegler the Indian
Contract Act, 1872;

2. The agreement shall be made in writing, desugilthe material terms of participation andishall:

a) Not compel or induce the direct seller to pusehgoods or services in an amount that exceedmauard that can be
expected to be sold to consumers within a reasernadriod of time;

b) Allow or provide the direct seller a reasonateling-off period in which to cancel participatiand receive a refund
for goods or services purchased;

c) Allow for the termination of contract, with reamble notice, in such instancesrand on such tetmse a direct seller
is found to have made no sales of goods or serfices period.of up totwo years since tbentract was entered into, or
since the date of the last sale made bydhect seller;

d) Allow or provide for a buy-back or repurchasdigofor currently marketable goods or servicesdst the direct
seller at the said direct seller’s request at nealsie terms

Clause 5: Certain obligations of Direct Sellers

1. Direct Seller engaged in direct selling showdrg.their identity card and not visit the custoilmqrremises without
prior appointment/approval;

2. At the initiation of a sales representation hwitt request, truthfully and clearly identify thesh&es, the identity of the
direct selling entity, the nature of the goads ervies sold and the purpose of the solicitatiortht® prospective
consumer;

3. Offer a prospective consumer accurate and cdampbglanations and demonstrations of goods andcssr prices,
credit terms, terms of payment, return policiesnpgeof guarantee, after-sales service;

4. Provide the follewing‘information to the prospeconsumers at the time of sale, namely:

a) Name, address, registration number or enrolimentber, identity proof and telephone number ofdinect seller and
details of direct selling entity;

b) A descriptioniofthe goods or services to beptiag;

c¢) Explain,to'the consumer about the goods retaticyof the company in the details before the seation;
d) The Order date, the total amount to be paichbycbnsumer along with the bill and receipt;

e) Time and place for inspection of the sampleaeidery of good;

finformation of his/her rights to cancel the arded / or to return the product in saleable camdiand avail full refund
on sums paid;

g) Details regarding the complaint redressal meishan

5. A direct seller shall keep proper book of acdsistating the details of the products, price,das the quantity and
such other details in respect of the goods soltdityher, in such form as per applicable law.
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6. A direct seller shall not:
a) Use misleading, deceptive and / or unfair tqaidetices;

b) Use misleading, false, deceptive, and / or uméruiting practices, including misrepresentatidmctual or potential
sales or earnings and advantages of Direct Seitirany prospective direct seller, in their intel@etwith prospective
direct sellers;

c) Make any factual representation to a prospedikect seller that cannot be verified or make prymise that cannat
be fulfilled;

d) Present any advantages of Direct Selling topngpective direct seller in a false and / or a&egéee manner;

e) Knowingly make, omit, engage, or cause, or petmibe made, any representation relating to thedDiSelling
operation, includingremuneration system and agreement between thet@edling entity and the“direct seller, or the
goods and / or services being sold by such diedigrswvhich is false and / or misleading;

f) Require or encourage direct sellers recruitedhyfirst mentioned direct seller to purchase goad / or services in
unreasonably large amounts;

g) Provide any literature and / or training matenat restricted to collateral issued by ithe Dir8efling entity, to a
prospective and / or existing direct sellers botthiw and outside the parent Direct Sellingentithich has not been
approved by the parent Direct Selling entity;

h) Require prospective or existing direct sellerptirchase any literature or training materialsales demonstration
equipment.

Clause 6: Relationship between Direct Selling Enttand Direct Seller:

1.1 The relationship between Direct Selling entityd Direct Seller'shallibe determined as per thigen agreement
between the parties which shall contain the rigitid obligations, thatvare expressly providedcasditions for the
conduct of Direct Selling business as well as gtevior the,obligationwof the direct selling entityd the direct seller in
terms of these guidelines;

1.2 All other rights and obligations shall be detmed<as per the express terms of written agreebwtween a Direct
Selling entity and Direct Seller;

2. The Direct Selling entity will be liable forigvanees arising out of sale of products, servizdsusiness opportunity
by its Direct Sellers;

3. It will be the responsibility of the Direet Sely entity to monitor and control the practices/huets adopted by the
Direct Sellers;

Clause 7: Conduct for the Protection of Consumer:

1. Direct Sellers and Direct«Selling Entity shalké appropriate steps to ensure the protectiofl pfigate information
provided by a consumer;

2. Direct Sellers and,Direct Selling Entity shadl guided by the provision of the Consumer Protactiot 1986;

3. All complaints‘received over phone, email, wehgpost and walk-in should have a complaint nunibetracing and
tracking the complaint and record time taken fairessal;

4. Every Direct Selling company shall constituteGaevance Redressal Committee whose compositioturenaof
responsibilities,shall include but not limited to:

a) The Grievance Redressal Committee shall coofatleast three officers of the Direct Sellindign
b).The Grievance Redressal Committee shall addmsplaints and inform complainants of any actideta

¢) Complaints may be made by any member of thergépablic against a Direct Seller of the compaay employee or
any other officer of the entity;

d) All such grievances will be resolved directlytitwe Direct Selling Entity;
5. The direct selling entity shall provide inforneat to the consumer upon purchase which shall aenta
(a) the name of the purchaser and seller;

(b) the delivery date of goods or services;
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(c) procedures for returning the goods; and

(d) warranty of the goods and exchange / replacewiegoods in case of defect. Provided that no ®@if&eller
shall, in pursuance of a sale, make any claim ithabt consistent with claims authorized by theebirSelling
Entity.

6. Any person who sells or offers for sale, inchgdon an e-commerce platform /marketplace, anyymoadr service of
a Direct Selling Entity must have prior written sent from the respective Direct Selling Entity nder to undertake or
solicit such sale or offer.

Clause 8: Prohibition of Pyramid Scheme & Money Ciculation Scheme:

1. No person or entity shall promote a Pyramid &aheas defined in Clause 1(11) or enroll any petesuch scheme
or participate in such arrangement in any mannaxtsdever in the garb of doing Direct Selling busie

2. No person or entity will participate in Moneyr@ilation Scheme, as defined in Clause 1(12) ingéwd of Direct
Selling of Business Opportunities.

Clause 9: Appointment of Monitoring Authority:

1. The Nodal department to deal with the issuested|to Direct Selling will be Department of Consunffairs at the
Union and the respective State Governments in e S

2. The State Governments will also set up a mesharto monitor/supervise the activities of Directl&s, Direct
Selling Entity regarding compliance of the guidebrfor Direct Selling;

3. Any direct selling entity conducting direct i activities shall submityansundertaking to thep@rtment of
Consumer Affairs, stating that it is in complianagéth these guidelines and shall also provide suetail$ of its
incorporation and other business details as maykh#ed from time to time.

DECLARATION BY DIRECT SEKLING ENTIFIES/COMPANIES
PROFORMA
PART — A

1 (i) Name of the Company (As Registered)
(i) CIN No:

(i) Name and address of‘Directorsyon BoardEnclose details)

2 DETAILS OF REGISTRATION (WITH'JURISDICTION)

(a) Address of Registered Office (Enclose copy of Retigtion
Certificate):

(b) Email :

(c) Telephene Nos:

(d) Company Website:

(e) sDetails of other registrations (with jurisdiction), if any
( Attach copy of Registration Certificate)

(f) - Type of Entity (Private, Public, Trust, Ltd. Etc.)

3 HEAD OFFICE
(a) Address
(b) E-malil

(c) Details of Key Management Personnel as per registtian under the
Companies Act:

(d) Details of Regional Offices:

(e) Nodal Officer for interacting with D/o Consumer Affairs;

(Name, designation, Tel No., e-mail, Fax, mobile No
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Whether anyone from the Management was convictdaly any court in the
past within the past 5 years (from the date of apptation). If so, the
details thereof;

Whether direct selling is of Products or serviceor both?

Details of License(s), Trade Mark or Principal Band which indentifies the
company:

i. Address/ Telephone Nos. / e-mails etcf @ustomer Care & Grievance
Redress Cells(HQ & Branches);

ii. Details of Consumer Grievance Redress Comntée as per guidelines:
a. Member Name, Phone No and email:

b. Member Name, Phone No and email:

c. Member Name, Phone No and email:

PART B

(Direct Selling Business Details)

Details of Products / Services offere(iGive link of websites) Yes/No
Please confirm the following about your direct déng scheme:-
(@) It has no provision that a Direct Seller will reeceve "remuneration or| Yes/No
incentives for the recruitment / enrolment of new articipants and provide that
direct sellers will receive remuneration derived ofy from the sale of goods or
services.
(b) It does not require a participant to purchase goos or services:
i. for an amount that exceeds ah amount for which suclyoods or Yes / No
services can be expected.to hessold or resold tmsamers;
ii. for a quantity of goods or services that exceeds amount that can be | Yes/No
expected to be consumed by, or sold or resold torsumers;
Yes / No
(c) It does not require a ‘partiCipant to pay any entryfegistration fee, cost of
sales demonstration. equipment and materials or othefees relating to
participation; Yes / No
(d) It provides asparticipant with a written contract describing the “material
terms” of participation; Yes / No
(e) It allows, or provides for a participant a reasonable cooling-off period to
partiCipate or cancel participation in the scheme ad receive a refund of any | Yes/No

consideration given to participate in the operatios;

(f. T allows or provides for a buy-back or repurchase policy for “currently
marketable” goods or services sold to the participat at the request of the
participant at reasonable terms;
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Note: 1. Give details in regard to the above in an encdare.
2. In case any of the answers in this paig.‘No’, please provide full details with
reasons in an enclosure.

10

(a) Whether proper identity document(s) tall the Direct Sellers are issued. Yes/No

(b)  Whether you maintain “Register of Direct Sellers” wherein relevant details of Yes / No
each enrolled Direct Seller is updated and maintaied with details including
verifiable proof of address, proof of identity andPAN as per the Income Tax
Act.

(c) Whatis the mechanism for payment of VAT? (e details.

11.

(a) The website is proper and updated regularly with H relevant details, contact Yes/No
information, details pertaining to management, prodicts, product information
and complaint redress mechanism for direct sellerand consumers.

(b) There are arrangements for registering congner complaints online or Yes/No
otherwise and grievances are resolved within 45 dayof date of making such
complaints. Details to be provided.

12

Notes/Remarks, if any.

Part—C
( UNDERTAKING )
* % %
I/ We, ... in the capacity of .....0%. ./ ...... ahe.. ............... company / firm declare
that we are compliant with the following:

(&) We do not promote a Pyramid Scheme, as definedanseé 1(11) or enroll any person to such scheme
or participate in such arrangement in anyasmannetsdever in the garb of doing Direct Selling busine

(b) We do not participate in Money Circulation Scheras, defined in Clause 1(12) in the garb of Direct
Selling of Business Opportunities.

(c) We are compliant with all the remaining agpauentioned in the guidelines issued vide F. Né1&2014-
IT (Vol-11) dated 9" September, 2016 by the Department of Consumensisivlj of Consumer Affairs,
Food and Public Distributiomyand shall also provédeh details as may be notified from time to time.

Place: Sd/-
SEAL OF THE
COMPANY Name..........cocoeviiinennns
Designation....................
TelNO....oviiei
E-mail:..........ooiiinn.

List of documents to be provided:

1. Certificate of Registration/Bye-laws/MemorandumAaiociation
2. List of Board of Directors, with contact details
3. Brief details of direct selling scheme and comp&asglan.

4. Sample of contract with direct sellers/distritrsto
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GUIDELINES FOR THE DIRECT SELLING ENTITIES
FAQs
1. Clause 1.4

“Direct Seller” means a person appointed or audteat; directly or indirectly, by a Direct Selling tiiy through a legally
enforceable written contract to undertake diretlirgebusiness on principal to principal basisMow shall digital and
e-contracts be treated?

Answer. The ‘written contract’ includes e-contracts digital contracts and the same shall be governedeaghe
provisions of the Information Technology Act , 200

2. Clause 1.6 (Proviso)

“Provided that such sale of goods or services acatherwise than through a “permanent/retail locétito the

consumers, generally in their houses or at theikkplace or through explanation and demonstratiosush goods and
services at a particular place”Does this Proviso mean that every sale needs tdkéeaplace away from permanent
retail location only?

Answer. Clause 1.6 does not restrict / preclude sales maftem permanent retail location. ;-However, direct séing
entity will be governed by these guidelines.

3. Clause 2.2

“Provide a mandatory orientation session to allspextive direct sellers providing fair and accuiafermation on all
aspects of the direct selling operation, includiug not limited to the remuneration system and etgueremuneration for
newly recruited direct sellers”Whether the training/orientation provided by. the Direct Seller to other prospective
Direct Sellers would be in compliance to this claw®

Answer. Yes, the training / orientation will be proviti®y the Direct Selling Entity or by a Direct Seler by any
authorized representative of Direct Selling Entitigher in person or through any digital means.

4, Clause 2.8

“It shall have an office with identified jurisdictn of its operation’in the State to enable the goress and direct seller to
acquaint themselves with price of products, returreplacement of products and efficient deliveirgoods and services,
and post-sale redressal of grievancesWhether an“office in one State can be designateds docal point for
jurisdiction of two or more states?

Answer: An office in one particular State ¢an be deatgd having jurisdiction over two or more statefjesct to the
accessibility of the consumers, where Direct Seltlemsumers can interact with the Direct Sellingitizrd Authorized
representative of Direct Selling Entity.

5. Clause 3.3 (b)

“The details of Direct Sellerssshall include and be limited to verified proof of address, proofidéntity and PAN”.
Should the Direct Selling Entity take verified prod of address, identity and PAN?

Answer. The requirement of PAN shall be as per the gioxs of the Income Tax Act, 196Direct Sellers should
submit to Direct SellingsEntity, any photo ID caad issued by the State or Central government. Tiiesards could be
from the following-:.Aadhaar Card, Driving Licensépter ID Card, Passport and Ration Card or angrttentity
documentissued by the state or central governmbith can be verified.

6. Clause 3.8

“Notwithstanding the distribution system adoptedabglirect selling entity, the Direct Selling Entiiall be responsible
for_ compliance of these Guidelines by any membeitsohetwork of direct selling, whether such memiseappointed
directly or indirectly by the Direct Selling Entity How will a Direct Selling Entity ensure compliarte of these
Guidelines by Direct Sellers?

Answer:  To comply to this clause, Direct Selling Entghall sign an addendum to the current contradtis the
existing Direct Sellers. For the Direct Sellerdbtappointed herein-after, this clause shall beddid the contract signed
by both the parties. The Direct Selling Entity slidbensure that it contractually binds its Direell&s to comply with
these Guidelines and take disciplinary action agjaiported non-compliance.

7. Clause 4.2(c)

“Allow for the termination of contract, with reasalsle notice, in such instances and on such ternesendn direct seller is
found to have made no sales of goods or servigea fieriod of up to two years since the contract emtered into, or
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since the date of the last sale made by the DBetter”. When can the contract between Direct Selling Erty and
Direct Seller be terminated?

Answer: The date of termination shall be provided or goedrby the respective conditions of the contractetex
between Direct Selling Entity and Direct Sellergrgiving notice of reasonable period by eithertypaay one month or
as per the provisions of the Indian Contract Act.

8. Clause 6.2

The Direct Selling Entity shall be liable for grawes arising out of sale of products and senadcdsisiness opportunity
by the Direct Seller. And

Clause 6.3

“It will be the responsibility of the Direct Sellinentity to monitor and control the practices/meth@adopted by the
Direct Sellers”.

Does this mean that only the direct selling entitwill be liable for all grievances arising out of sk of products and
services or business opportunity by the direct salt?

Answer. Itis clarified that the Direct Selling Entityilbe responsible for the quality of products amdvices and it
will guide and help the Direct Seller to follow Ibgwractices in the interest of consumers.. The scapd specific
liabilities of the Direct Seller in such cases vk defined in unambiguous terms in_the contragpesi. By way of
providing in the contract, every Direct Selling Epnishall define and develop somesmechanism to tootine practices
being adopted by its Direct Sellers.

9. Clause 7.5

Industry: It appears to be a typographical error in thisu€¢a As the censumer‘is buying the products olics\from
the Direct Sellers, it should be the Direct Selrich will provide various details listed in thisitsclause. Please
clarify.

Answer — Yes, it should be the Direct Seller. Please i2iaglct Seller in‘place of Direct Selling entitytinis sub-clause.
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