GOVERNMENT OF MEGHALAYA
FOOD CIVIL SUPPLIES & TONSUMER AFFAIRS DEPARTMENT

HHRwHAK

ORDERS BY THE GOVERNOR

NOTIFICATION

Dated Shillong. the 17" December, 2019

NOL.SUP.25/2015/171- 1n compliance with the directives of the Ministry of Consumer Affairs, Food and Public
Distribution, Govt. of India vige its Notification G 5.R. NO. 1013 (E) & dt. 26" October, 2016, the Governor is pleased
:a notify the following Guidelines namely =

01,  Short title, extend and commencement

(1) These Guidelines may be called the Meghalaya State Direct Selling
Guidelines, 2019.

2] They sholl extend to the whale of Meghalaya.

(3] They shall come into force on the dote of their publication in the Official
Gazette

02 Defini‘ons 1! _drthese Guidelines, tmigss, the context otherwise raquires -

(a) * A€t © means theCondumer Prgtedtion Act, 1986 ['68 of 1986 ),

b} District Forum ' means the Distict) Consumer Dispites Redressal Forum
establiched under Clousella jehsection - 9 of the Act! -

{e) " consumer " shall have the same meg g oS prowided under the Consumer
Protection At 1986

fdl picect Seller'. means | awgersoq appeinted or guthopized, direc.iy or
indirectly, by o Bifect-Seling Eatity through a legally enforceable written
controct to undertoke tigeet selling business on principol to principal basis ;

fe) " Netwark o/ Direct Selling I means @ Aetwiork of direct sellers ot different
levels.ofjdistrébution, wehommay recruit.or introduce or spansor further levels
of direct seffers, who-they-then-support:;

% Explanation " - | " Network of Direct Selling " sholl mean any system of
distribution or marketing cdopted by a dicect selling entity to undertake
direct seiling business ond sholl include the multi-level marketing method
of distribution




i

fal

{h)

{1

(1

{k)

" Direct Selling " means marketing, distribution and sale of goods or
providing of services as a part of network of Direct Selling other than under
a pyramid Scheme ;|

Provided that such sale of goods or services occurs otherwise than
through a " Permanent Retail Location * to the consumers, generally in their
houses or at their workplace or through explanation and demonstration of
such goods and services at a particular place ;

* Direct Selling Entity * means an entity, not being engaged in a pyromid
Scheme, which sells or offers to sell goods or services through o direct
seller;

Provided that " Direct Selling Entity " does not include any entity or
business notified otherwise by the Government for the said purpose from
time to time ;

“ Goods " means goods as defined in the Sole of Goods Act, 1930 ond "
service © means service as defined in the Consumer Protection Act, 1986.

" Saleable © shall megn, with respect to goaods and / or services, unused
and marketable, which haes not expired, ond which is nat seasonol,
discontinued or special promotion goods and / or services ;

" Cooling-off Period " means the duration of time counted from the date
when the direct seller and the direct selling entity enter into on ogreement
under Clause 5 and-ending with.date on which the controct is to be

performed and within which the direct séller moy repudiate the agreement

withoutbeing subject tospenaily for breach of rantroct ;

' Pyramid Scheme " meens o mulll layeced network of subscribers to a
scheme formediby Subscribers enrolliig @ne or more subscribers in order (o
receive any benefit, dicectly or wmdirectly, as a result of earolment, action or
performance of [Bdditionol subscribérs to the scheme!, The subscribers
enrolling further subscriber (s)l occupy higher position and the enrolled
subscriber (s] lower positign.thus, with successive enrolments, they form
multi-loyered network of subscribers;

A ',
Provided that the abeve definition of o " Pyramid Scheme " shall not

apply to o multi layered ﬁ@qukk of subscribers to o scheme formed by a Direct
Sefling Entity, which consistsef subsceibers enrolling one or more subscribers in
order to receive any benefit, direetly or indirectly, where the benefit is as a result
of sale of goods orlsérvices by'subscribers nnd|thelscheme/ finangial arrangement
complies with all of the following. :




i)

{n)

{uii)

(iv)

fv)

{wi)

{wii)

{m]

(]

it has no provision that a Direct Seller will receive remuneration or
incentives for the recruitment / enrallment of new participants.

It does not require @ participant (o purchase goods or services:-a) for an
amount thot exceeds an amount for which such goods or services con be
expected to be sold or resold 10 Consumers

al for an amount that exceeds an amount for which such goods or
services can be expected to be sold or resold to Consumers.

b)  for o guantity of goods or services that exceeds an amount that can
be expected to be consumed by, sold or resold ta Consumers.

it does not require a participant te pay any entry / registration fee, cost of
sales demonstration equipment and materials or other fees relating (o
participation.

It provides a participant with a written contract describing the " material
terms " of porticipation;

it allows or provides for o participant o reasonable cooling-off period to
participote or concel porticipation in the Scheme and receive o refund of
any consideration given to participate in the operations.

it gllows or provides for a buy-back or re-purchase policy for "currently
marketable goods or services soid (o the porticipant at the request of the
participant at reosonable terms

It establishes a Grievonces Redressal Mechenism for Consumers, more
particulorly.@escrived in Clouse 8-herein.

Explanotion - 1 4 BFRheypurposes of this proviso the term " material
tecms " shallmeon buy-back or re-purchase policy,
cooling-affpecdd, warronty ond refund policy.

Money Circ__uiﬂﬂ"an Scheme “ha» _3’19 same meoning as defined under the
Prize Chits ond Money Circulation Schemes ( Banning | Act, 1978,

- Remuneration System “-means the system followed by the direct selling
entity to co ' ensate the direct seller which illustrates the made of sharing
of incentives, prefitsond fﬂ.m.mfﬁ%fﬂ”, including financial and non-financiol
benefits, paid by the difect selling entity to the direct sellers, on & monthly
or periadic or yedglybasis oF beth, as the case may be.

This system, for every Difect Selling entity, shall -

(i) SchGvemp provision thot g direct seller will receive remuneration from
the recruitment to participate in such direct selling ,

(i) ensure thdt dicect spliersisholl receive remuneration derived from the
sale of goods or services;

i) cléwely disclose the method of ealculation of remuneration; and

“ State " medns the State of Meghalaya.

e



Conditions for
setting up of Direct
Selling Business :

Conditions for
conduct of Direct
Selling Business :

03.

04.

(1)

(2]

(3)

(1)

Every Direc: .Selling entity intending to carry out direct selling business
subsequent to the publication of the notification in the Official Gozette,
sholl within 90 (ninety) days comply with the following set of conditions for
the conduct of direct selling business, namely -

it shall, -
(a) be aregistered legal entity under the lows of Meghalaya ;

(b) provide o mandatory orientation session to all prospective direct
sellers providing fair and accurate information on all aspects of the
direct selling operation, including but not limited to the remuneration
system and expected remuneration for newly recruited direct sellers |

{c) provide accurote and complete information to prospective and
existing direct sellers concerning the reasonable omount of
remuneration opportunity, and related rights and obligations ;

(d) pay all dues and moke with holdings from direct sellers in a
commercially reasonable manner '

{e) notify and provide a full refund or buy-back guarantee to every direct
seller on reasonable commercial terms which can be exercised within
o period of 30 (thirty) days from the dote of the distribution of the
goods or services to the direct seller ;

{f) notfy and provide to every direct seller a cooling-off period which
enlitles such-direct seller toreturn any goods/ services purchased by
-thediréct seller during the cooling-off period ;

The' promoter ok monagemem personnel.should not hove been
gonvicted ofiany. crming! offence punishoble withvimprisorment in last 5
{five) yvears bylany Court of competet Jurisdiction ;

it shall hove off office with idenﬂfi‘r%;t" Jurisdiction of its operation, in the
Stote to enable the codsumers ond girect seller o ccquaint themselves
with price of preducts,.céturn or reglocement of produtts and efficient
delivery of goods end services, ond post-sale redressal of grievances.
Vigmr § mefyf

Every Direct Selling'entity shali€omply with the following canditions:-

{a) it shall be the owner - holder, licensee of o trademark, service mark or
any" o er identification mark which identifies the entity with the
gaods to'be 50/d oc'supplies orservices to be rendered.

(b) It shall issue properidentity document (5] Lo its,Direct Sellers |

{c) "It shall maintain proper records either manual or electronic of their
business dealings, with complete details of their goaeds, services,
terms ‘of contract, price, income plan, detoils of direct sellers,
including but not fimited to enrolment, termination, active status,
earning etc;




(2]

(3)

f4)

(el

(7)

Every Direct Selling entity shall maintain a " Register of Direct Sellers " wherein
relevant detai's of each enrolled Direct Seller shall be updated and maintained ;

The detoils of Direct Sellers sholl include and not be limited to verified proof of
Address, Proof of identity and PAN ;

It shall maintain proper ond updated website with all relevant details of the
entity, contoct informotion, its manogement, products, product information,
product quality certificate, price, complete income plan, terms of contract with
direct seller and complaint redressal mechanism  for direct sellers and
consumers. The website should hove spoce for registering consumer complaints
and should ensure that grievances ore addres sed within 45 (forty five] days of
making such complaints ;

It sholl provide to oll direct sellers their periodic account/ information
concerning, s applicable, sales, purchoses, details of earnings, commissions,
bonus ond other relevant dota, n accordonce with agreement with the direct
sellers. All fuiancial dues shall be poid and any withholding made in 0
commercially reasoncble manner,

It shall monitor the value of the purchases ond sales of all its Direct Sellers/
Distributors on a monthly basis and once the sales value exceeds the GS5T
threshold for registration it must intimate the Direct Seller / Distributor 10
obtain registrotion under the GST Act,

A Direct Selling Entity sheil not

(i) use misleading, decepuve of unfair recruiting practices, including mis
represefitation of actual of putentiol sales or earnings, in their interaction
With prospectve or existing girect semess,

{f) mcke ;;r?,‘p.fur:{ugfrep:esen tation Lo a prospective direct seller that cannot
be vertfiedef moke any pror'flé;e:;_hbl‘ connot Be fulfilfed ;

(iii) _present aayetvantages Gjgicect selling 1o any prespective direct selfer in
¢ folse of deceplive monners .

{iv) moke or couse, or-permit to be made, any representation reloting o 15
direct 5é{rmg husingss, including remuneration system and ggreement
between "?gs'q,l;,-aglr" the direct seller, or to the goods Qr services being fold
by itself or'Gyithedirect selfler which false or s leading ;

{v)] engoege in, or calseat permit, any conduct that is misleading or likely to
isledn  pith) regand ctopaay;-material particulors relating to its direct
selling business, ncluding remuneration system and agreement between
iiself ond._the direct selfer, or to the goods or services being sold by itself
or by the direct seler ;

(vi}s, use, or cause or permit 'to be used, Jroud, coercion, harassment, or
wnconscionable or unlawful means inpromo ting its direct selling practice,
including _remunerarian system=agnd agreement between itself and the
direct seller—or-to-the-goods or services being sold by itself or by the
direct seller,




Conditions for 05.

Direct Selling
Contract between
Direct Seller /
Distributor and
Direct Selling
Entity

Certain 06.

obligations of
Direct Sellers.

f1)

f2)

t3)

f4)

f1}

(2)

(vii)  require its direct sellers to provide ony benefit, including entry fees and
renewal fees or to purchase any sales demonstration equipment or
materiol in order to parficipate in its direct selling operations;

(viii)  provide any benefit to any person for the introduction or recruitment of
one or more persons as direct sellers ;

(ix)  require the direct sellers to pay any money by way of minimum monthly
subscription or renewal charges;

Notwithstanding the distribution system adopted by a direct selling entity, the
Direct Seliing Entity shall be responsible for complionce of these Guidelines by
any member of its network of direct selling, whether such member is appointed
directly or indirectly by the Direct Selling Entity.

Every Direct Selling Entity shall execute a contract agreement, whether directly

or indirectly, with Direct Sellers before enrolment:
The Agreement shall be provided in @ manner consistent with Section 10 of
the Indian Contract Act, 1872.

in addition to the rights and obligations of parties to this ogreement under
these guidelines or ony other low in force, porties shall have rights and
obligations that are co-extensive with rights and obligations of parties under the
Indian Contract Act, 1872.

The agreement shall be made in writing, describing the material terms of
participation ond sholl .

faj  notedmpel or induce the direct séfler to purchase goods or services in an
@mount that exgeeds-an amount thdt.can be expected to be sold to
consumess Wit i, reasonable period of time |

(b)  allow orprovide the direct seller @ reasonable tooling-off period in which
to concel porlicipation.ond receive o refund' for goods or services
purchased

fe) ollow for the termipotion of contract, with recsonoble notice, in such
instances and on such terms where o direct seller is found to have mode
no soleés 'qf_:gpuds or services for a period of up to two years since the
controct wgsientered into, orsince the date of the last sale made by the
direct seller™,

fd} allow or provide~for'o buy-back or repurchose policy for currently
marketable goods or services sold to. the direct seller at the said direct
seller’s request ot reasonable terms.

Direct Seller engaged in direct selling should carry their identity card ond not
visit the Customer's premises withaul prior appointment / approval.

Direct Seller shall , -

fa) ot the initietien of a soles representation, without request, truthfully and
clearly identify themselves, the identity of the direct selling entity, the
nature if the goods or services sold and the purpose of the solicitation to
the prospective consumer |

an
-



(b}  offer a prospective consumer occurate and complete explanations and
demonstrations of goods and services, prices, credit terms, terms of
poyment, return policies, terms of guarantee, ofter-sales service ;

(c)  provide the falfowing information to the prospect/ consumers ol the
nme of sale, namely -

{iy ~name, address, registration number or enrollment number,
identity proof ond telephone number of the direct seller and
details of direct selling entity ]

(i) o description of the goods or services to be supplied |

(iii)  explain to the consumer about the goods return policy of the
company in the details before the tronsaction ,

(iv]  the order date, the total amount to be poid by the cansumer
along with the bill and receipt ]

fv) time ond ploce for inspection of the sample ond delivery of goad ;

{vi) information of his/her rights to cancel the order and/ or to return
the product in saleable condition and ovail full refund on sums
poid |

{viil  tetoils regording the complaint redressal mechanism ,

(3] A direct seiler sholl keep.proper book of accounts stating the detoils of the
products, peiee, (ox and the quantiy and such other details in respect of the
goods,s6Td by him / her,m such form as pérapplicable low

ta) 4irect seller Shollaol &
o) use mifeading, deceptive ondikar unfoir trode’gructices .

f5) use m:%ie_admg, false, deceptive, ond / or unfair recruiting practices,
including misrepresentation of octual or patentiol sules ur eornings and
odvon:ages of Direct. Selling to any prospective Direct Seller, in their
interaction with prospective Direct Sellers

moke uny foctual ,repr-gse;f’fan'on to o prospective direct seller that

cannort be verffied or make promise that connot be fulfilled ;

)

re]  present any advomieges of Direct Selling to any prospective direct seller
w1 ¢ folserand/gnudgceptive manner,

(e) ““knoWwirgly mokel omit, [€ngage; iar ‘couse, or permit to be made, any
representation reloting (0 the Direct Selling operation, including
remuneration sysiemq ond.agreement between the Direct Selling entity
and the directseller, or the goods and services being sold by such direct
seller which is false ond / or misleading ;




Relationship
between
Direct Selling

Entity
and Direct Seller.

Conduct for the
Protectinn of
consumer.

07.

08.

(2]

(4)

f) require or encourage direct sellers recruited by the first mentioned
direct seller to purchase goods and / or services in unreasonably lorge
amounts;

(g} provide any literature and / or training material not restricted to
collateral issued by the Direct Selling entity, to a prospective and S or
existing direct sellers both within and outside the parent Direct Selling
entity, which has not been opproved by the parent Direct Selling entity |

{h)  require prospective or existing direct sellers to purchase literature or
training materials or soles demonstration equipment

The relotionship between Direct Selling entity and Direct Seller shall be
determined as per the written agreement between the porties which shall
contoin the rights and obligations that are expressly provided as conditions for
the conduct of Direct Selling business as well as provide for the obligation of
the Direct Selfing entity and the Direct Seller in terms of these Guidelines.

All other rights and obligations shall be determined as per the express terms of
written ogreement between o Direct Selling entity and Direct Seller.

The Direct Selling entity will be liable for grievances arising out of sole of
products, services or business opportunity by its Direct Sellers.

it will be the responsibility.of the Dirést Selling entity to monitar and control the
practices / methods adopted by the Direct Sellers.

Direct Seliers and Direct Seling Entity sholl take appropriote steps to ensure the
protection ofsallsgrivate informatiog Arovided by a Gonsumer.

Direct Sellers apg=Birect Selling Entity sholl be guidediby the provision of the
Consumer Frolgclion Act, 1986

All complaints received overPhone, E-Mail, Website, post and walk-in should
hove & complaint number for tracing ond tracking the complaint and record
time taken for redressal.

Every Direct Selling eomponyshall constitute a Grievances Redressal Committee
whose composition, nature of responsibilities shall include but not limited to .

(a) the Grievances Redressal Committee shall consist of ot least three
officers-of the Direct Selling entity.

(b)  the Grievances Redressal Committee sholl oddress complaints and inform
complamaonts ofany dation taken ;

{c) ‘eemploints may be made by any member of the general public ogainst a
Direct-Seller of the Company.of employee or any other officer of the
entity;

(d) il such grievances will be resolved directly by the Direct Selling Entity ;




Prohibition of
Pyramid Scheme
and Money
Circuiation
Scheme

Appointment of
Manitoring
Authority

o
x

10

(5]

(7]

(21

The direct selling entity shall provide information [0 the consumer upon
purchase which shall contain .

(o)  the name of the purchaser and seller ;
tb]  the delivery date of goods or services
fc)  procedures for returning the goods . and

(d)  warronty of the goods and exchange/ replocement of goods in case of
defect

provided thal no Direct Seller shall, in pursugnce of o sole, make
any claim that is not consisient with cloims authorized by the Direct
Selling Entity;

Any person who sells or offers for sale, including an an e-commerce platform/
marketplace any product or service of a Direct sSelling Entity must have prior
written consent from the respective Direct Selling Entity in order to undertake
ar solicit such sale or other.

No Direct Seller/Distributor who is not registered under the CGST/SGST Act or
who 15 paying tax under Section 10 of the soid Act sholl charge and collect tox
from its customer. A Direct Seller/Distributor who is in possession of a valid GST
registration and paying tax under Section 9(1)

No person or entity shall promote o Pyramid Scheme, as defined in sub - clouse
(K} of Clause—=2"0r enroll any persgn to such scheme or participate in such
arrangeMent in an any monner wholsoeugr in the gerp of doing Direct Selling
buginess;

No persongg satity will participate in Money Circhilation Scheme, 6s defineg in
sub - clouse®™ [ I | of-Gluse - 2Wal the gorb of ‘Direct Selling of Business

Opporwnities

The Nodol department-tordeal with|the issues related 19 Direct Selling will be

Department of Consumer Affairs at the Union nd the State Goverament in the
Stores

The State Goverrimeént will alsgfset up @ mechonism to manitor/supervise the
activities of Direct Sellers Birect Selling £ ntity regarding compliance of the
guidelings for Direct Selling ;

Any diréct, selling eatity conducling direct selling activities shall submit an
undertaking to the-Department-stating that it Is in complionce with these
guidetines and shofl-olso-provide such details of its incorporation and other
business details as mby be notified from time toime.

Sd/-
Joint Secrefary,
Food Civil Supplies and Consumer Affairs Department,
Meghalayo, Shillong.




Memo NO.SUP.25/2015/171-A Dated Shillong, the 17" December, 2019.
Copy forwarded to:-

B

L Lo

v

10.

1.
12.

P.S. 1o Chief Minister for information of the Chief Minister.

P.S. to Minister , Food Civil Supplies & Consumer Affairs for information of Minister.

P.S. to Chief Secretary for information of Chief Secretary.

The Secretary to the Government of India, Ministry of Consumer Affairs, Food & Public
Distribution, Department of Consumer Affairs, Krishi Bhawan, New Delhi - 110001.

The General Secretary, Indian Direct Selling Association, 504, Manisha Building, 75-76, Nehru
Place, New Delh:-110019.

Secretary Law(B)/Finance (E)/E.R.T S. Department/Cabinet Affairs Department with reference to
I/D. No.97 dated,16.12.2019,

The Joint Director, Food Civil Supplies & Consumer Atfairs, Shillong.

Secretary to the Meghalaya Consumer Disputes Redressal Commission, Shillong.

All Administrative Departments/ Head of Departments.

The Director of Printing & Stationery for publication in the next issue of the Meghalaya Gazette
and to supply 100 printed copies to the Department.

All Deputy Commissioners/S.D.Os.

NIC, Shillong for uploading in the Meghalaya website.

B'm etc.,
L,
Radecy
Under Seereiary to theGovt. Of Meghalava,
Food, Grl Supplies & Consumer Affairs Departiment




