REGULATORY
U P DATE w2020




INTRODUCTION

Objective:
Keeping up to date with Legislations, Rules and Practices
applicable to our NBFC sector to stay compliant and be

aware of repercussions, to plan consequential actions, to
addvalue to business and to achieve a competitive edge.

Period: July 2020

Coverage:

The Newsletter would broadly cover the following applicable
areas:

Particulars

Reserve Bank of India

Ministry of Corporate Affairs 12

GST Updates 14

The Consumer Protection Act, 2019

Veritas Finance Pvt Ltd

SKCL Central Square 1, South Wing, 1st Floor,

Unit # C28 — C35, CIPET Road,

Thiru Vi Ka Industrial Estate, Guindy, Chennai-600 032.

www.veritasfin.in




Image courtesy : Reserve Bank of India (website: https://rbi.org.in/)



RESERVE BANK OF INDIA

Circular Number

Date of Issue

Subject /
Applicability

Gist

RBI/2020-21/01
DoR (NBFC) (PD)

CC.N0.113/03.10.001/2020-21

01.07.2020

Special liquidity
scheme for
NBFCs/HFCs

https://www.rbi.org.

in/Scripts/Notificatio
nUser.aspx?1d=1192

The Government of India has approved a
scheme to improve the liquidity position of
NBFCs/HFCs through a Special Purpose Vehicle
(SPV) to avoid any potential systemic risks to
the financial sector. To be eligible under the
Scheme, the following conditions should be
met:
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- a. | NBFCs including Microfinance Institutions that
are registered with the RBI under the Reserve
Bank of India Act, 1934, excluding those
registered as Core Investment Companies

b. | Housing Finance Companies that are

registered under the National Housing Bank
Act, 1987

e  CRAR/CAR of NBFCs/HFCs should not
be below the regulatory minimum,
i.e., 15% and 12% respectively as on
March 31, 2019.

e The net non-performing assets should
not be more than 6% as on March 31,
2019.

e They should have made net profit in
at least one of the last two preceding
financial years (i.e. 2017-18 and 2018-
19).

e  They should not have been reported
under SMA-1 or SMA-2 category by
any bank for their borrowings during
last one year prior to August 01, 2018.
They should be rated investment
grade by a SEBI registered rating
agency.

e They should comply with the
requirement of the SPV for an
appropriate level of collateral from
the entity, which, however, would be
optional and to be decided by the
SPV.

As per the Government decision, SBICAP
which is a subsidiary of the State Bank of India
has set up a SPV (SLS Trust) to manage this
operation. The SPV will purchase the short-
term papers from eligible NBFCs/HFCs, who
shall utilise the proceeds under this scheme
solely for the purpose of extinguishing existing
liabilities. The instruments will be CPs and
NCDs with a residual maturity of not more
than three months and rated as investment
grade. The facility will not be available for any
paper issued after September 30, 2020 and
the SPV would cease to make fresh purchases
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after September 30, 2020 and would recover
all dues by December 31, 2020 or as may be
modified subsequently under the scheme.

RBI/2020-2021/10
FIDD.MSME
NFS.BC.No0.3/06.02.31/2020-21

&

02.07.2020

Credit flow to Micro,
Small and Medium
Enterprises Sector

https://www.rbi.org.
in/Scripts/Notificatio
nUser.aspx?1d=1193
4&Mode=0

Government of India (Gol), vide Gazette
Notification S.0. 2119 (E) dated June 26, 2020,
has notified new criteria for classifying the
enterprises as Micro, Small and Medium
enterprises. The new criteria will come into
effect from July 1, 2020. The details are as
under:

Classification of enterprises

An enterprise shall be classified as a Micro,
Small or Medium enterprise on the basis of
the following criteria, namely:

® a micro enterprise, where the
investment in plant and machinery or
equipment does not exceed one crore
rupees and turnover does not exceed
five crore rupees;

® a small enterprise, where the
investment in plant and machinery or
equipment does not exceed ten crore
rupees and turnover does not exceed
fifty crore rupees; and

® a medium enterprise, where the
investment in plant and machinery or
equipment does not exceed fifty crore
rupees and turnover does not exceed
two hundred and fifty crore rupees

Composite criteria of investment and
turnover for classification

A composite criterion of investment and
turnover shall apply for classification of an
enterprise as micro, small or medium.

® |f an enterprise crosses the ceiling
limits specified for its present
category in either of the two criteria
of investment or turnover, it will cease
to exist in that category and be placed
in the next higher category but no
enterprise shall be placed in the lower
category unless it goes below the
ceiling limits specified for its present
category in both the criteria of
investment as well as turnover.

® All units with Goods and Services Tax
Identification Number (GSTIN) listed
against the same Permanent Account
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against the same Permanent Account
Number (PAN) shall be collectively
treated as one enterprise and the
turnover and investment figures for all
of such entities shall be seen together
and only the aggregate values will be
considered for deciding the category
as micro, small or medium enterprise.

Calculation of investment in plant and
machinery or equipment

The calculation of investment in plant
and machinery or equipment will be
linked to the Income Tax Return (ITR)
of the previous years filed under the
Income Tax Act, 1961.

In case of a new enterprise, where no
prior ITR is available, the investment
will be based on self-declaration of
the promoter of the enterprise and
such relaxation shall end after the
31st March of the financial year in
which it files its first ITR.

The expression “plant and machinery
or equipment” of the enterprise, shall
have the same meaning as assigned to
the plant and machinery in the
Income Tax Rules, 1962 framed under
the Income Tax Act, 1961 and shall
include all tangible assets (other than
land and building, furniture and
fittings).

The purchase (invoice) value of a plant
and  machinery or equipment,
whether purchased first hand or
second hand, shall be taken into
account excluding Goods and Services
Tax (GST), on self-disclosure basis, if
the enterprise is a new one without
any ITR.

The cost of certain items specified in
the Explanation | to sub-section (1) of
section 7 of the Act shall be excluded
from the calculation of the amount of
investment in plant and machinery.
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Calculation of turnover

® Exports of goods or services or both,
shall be excluded while calculating the
turnover of any enterprise whether
micro, small or medium, for the
purposes of classification.

® Information as regards turnover and
exports turnover for an enterprise
shall be linked to the Income Tax Act
or the Central Goods and Services Act
(CGST Act) and the GSTIN.

® The turnover related figures of such
enterprise which do not have PAN will
be considered on self-declaration
basis for a period up to 31st March,
2021 and thereafter, PAN and GSTIN
shall be mandatory.

® In case of an upward change in terms
of investment in plant and machinery
or equipment or turnover or both, and
consequent re-classification, an
enterprise will maintain its prevailing
status till expiry of one year from the
close of the year of registration. In
case of reverse-graduation of an
enterprise, whether as a result of re-
classification or due to actual changes
in investment in plant and machinery
or equipment or turnover or both, and
whether the enterprise is registered
under the Act or not, the enterprise
will continue in its present category
till the closure of the financial year
and it will be given the benefit of the
changed status only with effect from
1st April of the financial year following
the year in which such change took
place.

RBI/2020-21/11
DoR (NBFC) (PD)
114/03.10.001/2020-21

CC.

No.

06.07.2020

Extension of timeline
for finalization of
audited accounts

https://www.rbi.org
.in/Scripts/Notificati
onUser.aspx?ld=119

Every applicable NBFC shall finalise its balance
sheet within a period of 3 months from the
date to which it pertains.

In view of the on-going situation and taking in
to account the feedback received from various
stakeholders, it has been decided that every
applicable NBFC shall finalise its balance sheet

35&Mode=0
S within a period of 3 months from the date to
which it pertains or any date as notified by
SEBI for submission of financial results by
listed entities.
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RBI/2020-21/12

DOR
(NBFC).CC.PD.N0.115/03.10.001/
2020-21

10.07.2020

Exemption from
Registration as NBFC
- Alternative
Investment Fund
(AIF)

https://www.rbi.org.
in/Scripts/Notificatio
nUser.aspx?1d=1193
6&Mode=0

Exemption from Registration as NBFC -—
Alternative Investment Fund (AIF)

Venture capital fund companies, holding a
certificate of registration obtained under
section 12 of the Securities and Exchange
Board of India Act, 1992 (Act 15 of 1992) and
not holding or accepting public deposit are
exempted from the provisions of section 45-1A
and 45-IC of the RBI Act, 1934 and also from
the applicability of guidelines issued by the
Bank for NBFCs.

Consequent upon the repeal of Securities and
Exchange Board of India (Venture Capital
Funds) Regulations, 1996 and enactment of
Securities and Exchange Board of India
(Alternative Investment Funds) Regulations,
2012, it has been decided to substitute the
word “Venture Capital Fund Companies” with
“Alternative Investment Fund Companies”, in
exercise of the powers conferred under
section 45NC of RBI Act, 1934.

RBI/2020-21/15

DOR
(NBFC).CC.PD.N0.116/22.10.106/
2020-21

24.07.2020

Implementation  of
Indian  Accounting
Standards

https://www.rbi.org.
in/Scripts/Notificatio
nUser.aspx?1d=1194
0&Mode=0

As per circular DOR
(NBFC).CC.PD.N0.109/22.10.106/2019-20

dated March 13, 2020, any net unrealised
gains arising on fair valuation of financial
instruments, should not be included in owned
funds whereas all such net losses should be

considered.

On a review, it has been decided that the
unrealised gainfloss on a derivative
transaction undertaken for hedging may be
offset against the unrealised loss/gain
recognized in the capital (either through Profit
or Loss or through Other Comprehensive
Income) on the corresponding underlying
hedged instrument. If after such offset and
netting with unrealised gains/losses on other
financial instruments, there are still net
unrealised gains, the same should be excluded
from regulatory capital as required by
paragraph 3 of the annex to the said circular.

It is also clarified that unrealized gains/losses
shall be considered net of the effect of
taxation. All other instructions remain
unchanged.
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SECURITIES AND EXCHANGE BOARD OF INDIA
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Date of Issue
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SEBI/HO/DDHS/ | 07.07.2020 Relaxation from compliance with | SEBI, vide circular No.
CIR/P/2020/116 certain provisions of the SEBI (Issue | SEBI/HO/DDHS/CIR/P/2020/41 dated March
and Listing of Municipal Debt | 23, 2020, had granted extension of timelines
Securities) Regulations, 2015 (ILDM | for certain requirements for issuers of
Regulations) and certain  SEBI | Municipal Debt Securities.
Circulars due to the CoVID -19 virus
pandemic It has been decided to partially modify the
https://www.sebi.gov.in/legal/circula | clause 7 of the circular (dealing with investor
rs/jul-2020/relaxation-from- grievance report, financial results and
compliance-with-certain-provisions- | Accounts maintained by issuers under ILDM
of-the-sebi-issue-and-listing-of- Regulations) and further extend the
municipal-debt-securities- timelines for submission to July 31, 2020.
regulations-2015-ildm-regulations-
and-certain-sebi-circulars-due-to-the- | This circular shall come into force with
covid-19-vir- 47015.html immediate effect.
13.07.2020 Guidelines for Issue and Listing of | SEBI vide circular no. CIR/IMD/DF/17/2011
SEBI/HO/DDHS/ Structured Products/ Market Linked | dated September 28, 2011 (hereinafter
CIR/P/2020/120 Debentures- referred as “MLD circular”) prescribed
Amendments guidelines for issue and listing of structured
https://www.sebi.gov.in/legal/circula | products/ Market linked Debe ntures (MLDs).
rs/jul-2020/guidelines-for-issue-and-
listing-of-structured-products- Para 4(f)(i) of the MLD circular, specifies that
market-linked-debentures- issuer of MLDs shall appoint a third party
amendments 47053.html valuation agency which shall be a Credit
Rating Agency (CRA) registered with SEBI for
carrying out valuation of MLDs.
Pursuant to amendment to SEBI (Credit
Rating Agencies) Regulation, 1999 on May
30, 2018, a CRA cannot carry out any activity
other than rating of securities post May 30,
2020.
In view of the above, therefore, it has been
decided that valuation of MLDs shall be
carried out by an agency appointed by
AMFI for the purpose of carrying out
valuation (“hereinafter referred as AMFI
appointed valuation agency”).
SEBI/HO/DDHS/ | 15.07.2020 Relaxation from compliance with | On account of COVID pandemic, SEBI vide

CIR/P/2020/121

provisions of the SEBI (Issue and

Listing of Debt Securities)
Regulations, 2008(“ILDS
Regulation”), SEBI (Non-Convertible
Redeemable  Preference  Shares)
Regulations, 2013  (“NCRPS
Regulations”) and SEBI Circulars

relating to Listing of Commercial
Papers

circular no.
SEBI/HO/CFD/CMD1/CIR/P/2020/106 dated
June 24, 2020 extended the timelines for
submission of financial results for the
quarter/half year/annual financial year for
the period ending March 31, 2020 till July 31,
2020.
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https://www.sebi.gov.in/legal/circula
rs/jul-2020/relaxation-from-
compliance-with-provisions-of-the-
sebi-issue-and-listing-of-debt-
securities-regulations-2008-ilds-
regulation-sebi-non-convertible-
redeemable-preference-shares-
regulations-20-_47071.html

SEBI has now received representations from
listed entities seeking extension of time for
listing their Non-Convertible Debentures
(NCDs) / Non-Convertible Redeemable
Preference Shares (NCRPS)/ Commercial
Paper(s) (CPs),pending finalization of their
annual accounts for the financial year ending
March 31,2020.

Accordingly, it has been decided to permit

listed Issuers who have issued
NCDs/NCRPS/CPs, on or after July 01,
2020 and intend/propose to list such

issued NCDs/NCRPS/CPs, on or before July
31, 2020, to use available financials as on
December 31,2019.

SEBI/HO/ISD/ISD | 23.07.2020 Allowing Offer for Sale (OFS) and | Vide Gazette Notification No. SEBI/LAD-
/CIR/P/2020/13 Rights Entitlements (RE) | NRO/GN/2020/23 dated July 17, 2020,
3 transactions during trading window | Securities and Exchange Board of India
closure period. (Prohibition of Insider Trading) Regulations,
https://www.sebi.gov.in/legal/circula | 2015 (PIT Regulations) have been further
rs/jul-2020/allowing-offer-for-sale- amended.
ofs-and-rights-entitlements-re-
transactions-during-trading-window- | Clause 4 (3) (b) of Schedule B read with
closure-period 47120.html Regulation 9 of PIT Regulations, inter-alia,
states that trading window restrictions
shall not apply in respect of transactions
mentioned therein or  transactions
undertaken through such other mechanism
as may be specified by the Board from time
to time.
It has been decided that in addition to the
transactions mentioned in Clause 4 (3) (b) of
Schedule B read with Regulation 9 of PIT
Regulations, trading window restrictions
shall not apply in respect of OFS and RE
transactions carried out in accordance with
the framework specified by the Board from
time to time.
SEBI/HO/ISD/ISD |23.07.2020 Reporting to Stock Exchanges |Vide Gazette Notification No. SEBI/LAD-
/CIR/P/2 regarding violations under |NRO/GN/2020/23 dated July 17, 2020,
Securities and Exchange Board of |Securities and Exchange Board of India

India (Prohibition of Insider Trading)
Regulations, 2015 relating to the
Code of Conduct (CoC)

https://www.sebi.gov.in/legal/circula
rs/jul-2020/reporting-to-stock-
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under-securities-and-exchange-
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(Prohibition of Insider Trading) Regulations,
2015 (PIT Regulations) have been further
amended.

In terms of clause 13 of Schedule B (in case
of listed companies) and clause 11 of
Schedule C (in case of intermediaries and
fiduciaries) read with Regulation 9 of the PIT
Regulations,  the listed companies,
intermediaries and fiduciaries shall promptly
inform the Stock Exchange(s) where the
concerned securities are traded, regarding
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violations relating to CoC under PIT
Regulations in such form and manner as may
be specified by the Board from time to time.
SEBI, vide Circular No.
SEBI/HO/ISD/ISD/CIR/P/2019/82 dated July
19, 2019, had specified the standard format
for reporting of violations related to CoC.
The said format has been suitably modified
and placed at Annexure A.

The listed companies, intermediaries and
fiduciaries shall inform the violations of PIT
Regulations relating to CoC as per the
revised format to the Stock Exchange(s).

Further, in terms of clause 12 of Schedule B
and clause 10 of Schedule C read with
Regulation 9 of the PIT Regulations, any
amount collected by the listed companies,
intermediaries and fiduciaries under these
clauses for violation(s) of CoC shall be
remitted to the Board for credit to the
Investor Protection and Education Fund
(IPEF) administered by the Board under the
Securities and Exchange Board of India Act,
1992.

As per Regulation 4(2) of SEBI (Investor
Protection and Education Fund) Regulations,
2009, such amounts shall be credited to the
IPEF through the online mode or by way of a
demand draft (DD) in favour of the Board
(i.e. SEBI — IPEF) payable at Mumbai.

The bank account details of SEBI — IPEF for
online transfer is given below: Name of
Beneficiary SEBI — IPEF Bank Name - Bank of
India Bank, Branch - Bandra Kurla Complex
(BKC), Account Number -012210210000008,
IFSC CodeBKID0000122.

SEBI/HO/CFD/DI
L1/CIR/P/2020/
136

24.07.2020

Relaxations relating to procedural
matters —Issues and Listing

https://www.sebi.gov.in/legal/circula

rs/jul-2020/relaxations-relating-to-

procedural-matters-issues-and-

listing 47135.html

SEBI vide Circular no.
SEBI/HO/CFD/DIL2/CIR/P/2020/78 dated
May 6, 2020 granted one time relaxations
from strict enforcement of certain
regulations of SEBI (Issue of Capital and
Disclosure Requirements) Regulations, 2018,
pertaining to Rights Issue opening upto July
31, 2020.

Based on the representations received
from the market participants, the validity
of relaxations, as provided by Circular No.
SEBI/HO/CFD/DIL2/CIR/P/2020/78 dated
May 6, 2020 is further extended and
shall be applicable for Rights Issues
opening upto December 31, 2020.
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SEBI/HO/CFD/D
CR2/CIR/P/2020
/139

27.07.2020

Relaxations relating to procedural
matters —Takeovers and Buy-back
https://www.sebi.gov.in/legal/circula

rs/jul-2020/relaxations-relating-to-

procedural-matters-takeover-and-

buy-back 47152.html

SEBI vide Circular no.
SEBI/CIR/CFD/DCR1/CIR/P/2020/83 dated
May 14, 2020 granted one time relaxations
from strict enforcement of certain
regulations of SEBI (Substantial Acquisition
of Shares and Takeovers) Regulations,
2011 and SEBI (Buy-back of securities)
Regulations, 2018 pertaining to open offers
and buy-back through tender offers opening
upto July 31, 2020. Based on the
representations received from the market
participants, the validity of relaxations, as
provided by Circular No.
SEBI/CIR/CFD/DCR1/CIR/P/2020/83 dated
May 14, 2020 is further extended and shall
be applicable for open offers and buy-back
through tender offers opening upto
December 31, 2020.
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MINISTRY OF CORPORATE AFFAIRS

Notification

Date of Subject Gist
Number Issue
G.S.R. 463(E) 24.07.2020 | Companies (Indian Accounting | Through this notification, MCA has amended the

Standards) Amendment Rules,

2020

http://www.mca.gov.in/Ministry

/pdf/Rule 24072020.pdf

following accounting standards-

Ind AS 1on Presentation of financial
statements

Ind AS 8 on Accounting policies, changes in
accounting estimates and errors

Ind AS 10 on Events after the reporting
period

Ind AS 34 on Interim financial reporting

Ind AS 37 on Provisions, contingent liabilities
and contingent assets

Ind AS 103 on Business combinations

Ind AS 107 on Financial instruments:
Disclosures

Ind AS 109 on Financial Instruments, and

Ind AS 116 on Leases.

Some of the Key Highlights of the notification are:

1.

Revised definition of term Business shall be
applicable to business combinations for
which the acquisition date is on or after the
beginning of the first annual reporting
period beginning on or after the 1st April,
2020 and to asset acquisitions that occur on
or after the beginning of that period and
prescribed Fair value concentration test may
be opted for assessing the value of
business/assets.

A lessee shall factor in the amendments

issued with respect to rent concessions
occurring as a direct consequence of the

covid-19 pandemic for annual reporting
periods beginning on or after the April 1st,
2020. In case a lessee has not yet approved
the financial statements for issue before the

issuance of this amendment, then the same
may be applied for annual reporting periods

beginning on or after the April 1st, 2019.
Definition of the word Material has been

revised.
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Circular Number

Date of Issue

Subject / Applicability

Gist

CG-DL-E-02072020-
220324

01.07.2020

Insolvency and Bankruptcy
Board of India (Insolvency
Professionals) (Second
Amendment) Regulations,
2020

https://www.ibbi.gov.in/up
loads/legalframwork/298ce
b6f7b14fc9d8647342a0939
25ee.pdf

The Insolvency and Bankruptcy Board of India
(1BBI) issues the Insolvency and Bankruptcy Board
of India (Insolvency Professionals) (Second
Amendment) Regulations, 2020 to further amend
the Insolvency and Bankruptcy Board of India
(Insolvency Professionals) Regulations, 2016.

The amendments are made in Regulation 12(1)
(a) of the BBl (Insolvency Professionals)
Regulations, 2016 which specifies recognition of
insolvency professional entities, has been
substituted, stating that a company, a registered
partnership firm or a limited liability partnership
may be recognised as an insolvency professional
entity, if its sole objective is to provide support
services to insolvency professionals.
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GST UPDATE

215 July 2020
The facility to file GSTR-4 (Annual Return) is now available on GST portal.

13" July 2020
The due date to file GSTR-4 (Annual Return) has been extended to 31st August 2020 from 15th July 2020.

1%t July 2020
Taxpayers can now file a Nil GSTR-1 via SMS.

INCOME TAX UPDATES:

The government has extended the deadline to file income tax returns (ITR) for financial year 2019-20 to
November 30, extended the deadline for filing revised ITR for financial year 2018-19 till July 31, 2020 and
has given a one-time relaxation to those who have not verified the ITRs filed for assessment years (AY)
2015-16t02019-20.

Verification of ITR-V forms for past five years
Income taxpayers who have not verified their ITR for assessment years 2015-16 to 2019-20 can now do

the verification. The Income Tax department has offered a one-time measure for resolving the grievances
of taxpayers associated with non-filing of ITR-V (Income Tax Return Verification) for earlier assessment
years. ITR-V is a one-page verification document you must submit to the |-T department for them to start
processing your return. Taxpayers can sign ITR-V and send it to I-T department’s centralised processing
centre (CPC) in Bengaluru or verify through EVC/OTP by September 30. These returns will be processed
by December 31.

ITR filing for FY20 extended till November 30
The I-T department has extended the deadline for filing ITR for financial year 2019-20 or assessment year

2020-21 to November 30. Earlier, the government extended the deadline for tax-saving investments till
June 30 because of the nation-wide lockdown due to the coronavirus pandemic. The government had
also extended the deadline forfiling revised ITR for financial year 2018-19 or assessment year 2019-20 till
July 31, 2020.
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The government has extended the date to issue Form 16 to employees by employers to August 15, 2020.
The government has also reduced the TDS rates applicable for non-salaried payments by 25%. The
reduced TDS rates will remain valid till March 31 next year and will also be applicable on fixed deposits,
dividend payments from mutual funds and companies. Also, the deadline for furnishing of TDS
statements for FY 2019-20 was extended till July 31, 2020 and the date for linking Aadhaar with PAN was
extendedto March 31, 2021.

ITRforms

An individual can file ITR-1 if his total income is less than Rs. 50 Lakh. The source of income should be
income from salaries, one house property, other sources like interest from bank deposit. If there are any
capital gains, then the individual cannot file ITR-1.

Individuals earning up to Rs. 50 Lakh and declaring it under presumptive taxation scheme should use ITR-
4. However, ITR-4 form is not applicable to an individual who is either a director of a company or has
invested in unlisted equity shares. Individuals having income from capital gains will have to file ITR-2
form. Also, ITR-2 is applicable for those individuals not having business income but not eligible for ITR 1
(Sahaj) whereas ITR-3 is applicable for individuals having business income, but not eligible for ITR 4
(Sugam).

As aresult of the extension of the tax-saving deadline, the ITR forms have been revised and taxpayers can
claim the deductions in respect of tax saving investments made between April 1 and June 30, 2020 for FY
2019-20. The taxpayer will have to mention the detailsin Schedule—DI.

As a part of the government’s move to track high value-spending and transaction, those who have done
deposit of over Rs.1 Crore in current account, paid electricity bill of over Rs.1 Lakh and have spent over
Rs.2 Lakh on foreign travel will now have to mandatorily file ITRs. However, passport number, details of
tenants in case of rented house property have been withdrawn from the recently notified forms, which
were required inthe formsissuedinJanuary thisyear.
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THE CONSUMER PROTECTION ACT, 2019

The Consumer Protection Act, 2019 was introduced in Lok Sabha by the Minister of Consumer Affairs, Food and
Public Distribution, Mr. Ram Vilas Paswan onJuly 8, 2019. The Bill replaces the Consumer Protection Act, 1986.

Key features of the Billinclude:
Definition of consumer: a person is called a consumer who avails the services and buys any good for self-use.
Worth to mention that if a person buys any good and avail any service for resale or commercial purpose, is not

considered a consumer. This definition covers all types of transactionsi.e. online and offline.

Rights of consumers: The act provides six rights to the consumers namely

i. Right to safety

ii. Right to be informed

iii. Rightto choose

iv. Rightto be heard

V. Right to seek redressal

Vi. Rightto consumer education

Central Customer Protection Authority (CCPA):

The act has the provision of the Establishment of the CCPA which will protect, promote and enforce the rights of
consumers. The CCPA will regulate cases related to unfair trade practices, misleading advertisements, and violation
of consumer rights.

The CCPA, introduced in the new Act, aims to protect the rights of the consumer by cracking down on unfair trade
practices, and false and misleading advertisements that are detrimental to the interests of the public and
consumers.

The Central Consumer Protection Authority will have an The CCPA will have the powers toinquire or investigate into
matters relating to violations of consumer rights or unfair trade practices suo motu, or on a complaint received, or
onadirection from the central government. The CCPA will be headed by the Director-General.

Consumer Disputes Redressal Commission (CDRC):

These Redressal agencies have the jurisdiction to adjudicate the complaints received from consumers against any
defect in the goods purchased or deficiencies in the services availed or any other trade practice. The Act also
provides for establishment of Consumer Protection Councils at the Central, State and District levels which are
Advisory Bodies to promote and protect the rights of consumers.

The CDRCs will entertain complaints related to;

i. Overcharging or deceptive charging

ii. Unfair or restrictive trade practices

iii. Sale of hazardous goods and services which may be hazardous to life.

iv. Sale of defective goods or services

Penalties for misleading advertisement: The CCPA may impose a penalty on a manufacturer or an endorser of up
to Rs 10 lakh and imprisonment for up to two years for a false or misleading advertisement. In case of a subsequent
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offence, the fine may extend to Rs 50 lakh and imprisonment of up to five years.
Jurisdiction of CDRCs

The act has defined the criteria of Consumer Disputes Redressal Commission (CDRCs). The National CDRC will hear
complaints worth more than Rs. 10 crores. The State CDRC will hear complaints when the value is more than Rs 1
crore but less than Rs 10 crore. While the District CDRC will entertain complaints when the value of goods or service
isuptoRs 1crore.
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