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A look at the provisions pertaining to “related parties” and 
“associated enterprises” in the Rules which are arguably the 

most contentious among the provisions of the Rules
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s the e-commerce market booms and 
grows, the regulations governing 
e-commerce become particularly 
relevant. Apart from the draft 
e-commerce policy issued by the 

government, the Ministry of Consumer Affairs 
has now notified its draft amendments to the 
Consumer Protection (E-Commerce) Rules, 2020 
(“Rules”) and has sought comments from all 
stakeholders on the same.

This article analyzes the provisions pertaining to 
“related parties” and “associated enterprises” in 
the Rules which are arguably the most contentious 
among the provisions of the Rules.

An “e-commerce entity” is defined1 as any 
person who owns, operates or manages digital 
or electronic facility or platform for electronic 
commerce, including any entity engaged by such 
person for the purpose of fulfillment of orders 
placed by a user on its platform and any “related 
party” as defined under Section 2(76) of the 
Companies Act, 2013 (“Companies Act”), but does 

not include a seller offering goods or services for 
sale on a marketplace e-commerce entity. 

The proposed Rules2 provide that every 
marketplace e-commerce entity is required to 
ensure the following:

(a) that it does not use any information collected 
through its platform for the unfair advantage of 
its related parties and associated enterprises.

b)  that none of its related parties and associated 
enterprises are enlisted as sellers for sale to 
consumers directly.

(c) that nothing is done by related parties or 
associated enterprises which the e-commerce 
entity cannot do itself.

The definition of “related parties”: 

Under the Companies Act, “related party” with 
reference to a company is defined as:
(i) a director or his relative; (ii) key managerial 
personnel or his their relatives; (iii) a firm, in which 
a director, manager or his relative is a partner; (iv) 

A

1 Rule 3(b)
2 Rule 6.
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a private company in which a director or manager 
[or his relative] is a member or director; (v) a 
public company in which a director or manager is a 
director [and holds] along with his relatives, more 
than two per cent of its paid-up share capital; (vi) 
anybody corporate whose Board of Directors, 
managing director or manager is accustomed to 
act in accordance with the advise. directions or 
instructions of a director or manager; (vii) any 
person on whose advise, directions or instructions 
a director or manager is accustomed to act; 
(viii) anybody corporate which is- (A) a holding, 
subsidiary or an associate company of such 
company; (B) a subsidiary of a holding company 
to which it is also a subsidiary; or(C) an investing 
company or the venturer of the company; (“the 
investing company or the venturer of a company” 
means a body corporate whose investment in the 
company would result in the company becoming 
an associate company of the body corporate); (ix) 
such other person as may be prescribed.

Definition of “associated enterprises”: 

The Rules3 provide that two enterprises shall be 
“associates enterprise” if – (a) enterprises are 
related to each other through a common chain of 
directors or managing partners; (b) enterprises 
are related to each other through a common 
chain of shareholders, where such shareholders 
hold not less than 5 per cent of the shareholding 
in the related enterprises; (c) enterprises having 
10 per cent or more common ultimate beneficial 
ownership; (d) where one enterprise can exercise 
a right to veto any decision, appoint one or more 
director(s) or in any other manner influence other 
entity’s decision-making on any matter either 
through its shareholding or through an agreement 
including a shareholders’ agreement; (e) where 
one enterprise holds, directly or indirectly, shares 
carrying the voting power in the related entities; 
(f) where any person or enterprise holds, directly 
or indirectly, shares carrying the voting power in 
the related entities; (g) there exists between the 
enterprises, any relationship of mutual interest, 
as may be prescribed.

Analysis: 

(i) The proposed definition of “e-commerce 
entity” includes “any person who owns, 
operates or manages digital or electronic 

3   Explanation (ii) to Rule 6 
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the objective of the Rules 
appears to be to rein in 

e-commerce entities that 
allegedly use related

party structures to arguably 
circumvent prevailing FDi 

regulations.

facility or platform for electronic commerce”. 
Thus, an e-commerce entity includes not only 
platforms selling goods such as Amazon and 
Flipkart but also includes other platforms 
providing online services such as food 
delivery, travel booking, on-demand home 
services, etc. Consequently, the proposed 
Rules would apply to all entities selling online 
goods or providing online services. 

(ii) Additionally, the inclusion of “related party” 
in the definition of e-commerce entity is 
so broad that the Rules would apply to the 
logistics entities also, who merely provide 
services to the e-commerce entitiesto fulfill 
the orders placed by a user of the platform.  

(iii) Further, the Rules also provide a wide 
definition of the term “associated 
enterprises”. Accordingly, once the Rules 
come into effect, the e-commerce entity, 
its related parties and the marketplace 
associated entities will have to ensure 
compliance with the cumbersome obligations 
provided under the Rules. The compliances 
stipulated in the Rules are onerous and the 
e-commerce entities that violate these Rules 
would be liable for consequences provided 
under the Consumer Protection Act, 2019.

(iv) There are multiple sets of regulations 
governing the e-commerce sector. Firstly, 
there is the FDI Policy, then the Draft National 
e-commerce Policy and now the Rules. There 
seems to be an overlap of all these regulations 
which has resulted in a considerable amount 
of regulatory uncertainty.

The objective of the Rules appears to be to rein 
in e-commerce entities that allegedly use related 
party structures to arguably circumvent prevailing 
FDI regulations. However, the Rules are so 
ambiguous and cumbersome, that they may lead 
to over-regulation and uncertainty of regulations 
of a sector that has tremendous potential both 
in terms of business and in terms of employment 
generation.

about
the
author

Author: Mini Raman 
Designation: Partner

Mini Raman is a corporate and transaction lawyer with 22 years of experience in M&A, private equity, and 
venture capital transactions and in general corporate and commercial law. She has represented both investors 
and the promoters in different instances. She has also represented clients in different industrial sectors such as 
e-commerce, IT, facilities services, telecom, hospitals, retail etc. She regularly provides expert advise on setting up 
of businesses and investing into India. She has advised on various funds and companies regularly on complex issues 
in Indian corporate, commercial and transaction law. Mini holds a bachelor of law degree (LLB) from the University 
of Pune and a master’s degree in law (LLM) from the University of London. She is a member of the Bar Council of 

Maharashtra & Goa. Mini is partner with LexOrbis.

Disclaimer – The views expressed in this article are the personal views of the authors and are purely informative in nature.

LE

Author: Angelina Talukdar 
Designation: Senior Associate

Angelina Talukdar has 4 years of practice mainly in the areas of general corporate and commercial laws. She has 
assisted various clients in different sectors such as e-commerce, IT facilities services, hospitals, pharmaceutical 
companies etc. on their early stage investment, employment agreements, non-compete, confidentiality, intellectual 
property licensing agreements, advertising agreements and privacy policy. She has developed considerable 

expertise in the areas of privacy and commercial contract laws. Angelina graduated from
National Law School of India University, Bangalore and is a member of the Bar Council of Delhi.


