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Scheme of the Book

The Book has been divided into Three Volumes:

Volume One consists of Four Parts. Part One attempts to explain the general principles of the ‘ Law of
Contract’ and provides abackground against which the Special Contract dealt with in Part Two can
be seen in a clearer perspective. Part Two deals with some ‘Special Contracts'. Part Three is
concerned with ‘Law of Insolvency’. Part Four deals with ‘ The Consumer Protection Act, 1986';
‘The Foreign Exchange Management Act, 1999'; ‘The Information Technology Act, 2000, ‘The
Competition Act, 2000" and Amended in 2002 and a New Chapter on ‘ Goods & Services Tax (GST)'.

Volume Two of the book on Company Law with Schedules has been thoroughly updated as per
Companies (Amendment) Bill, 2020 which was introduced in Lok Sabhaon 17-3-2020.

VolumeThreedea swith Industrial Law and has Seven Parts. Part One deal swith ‘Working Conditions .
Part Two deals with ‘Socia Security’. Part Three deals with ‘Disputes’. Part Four deals with
‘Standing Order’, Part Five deals with ‘Workers' Organisations', Part Sx deals with ‘Bonus' and
Part Seven deals with ‘ Miscellaneous'.

Each Chapter in Volume Oneisfollowed by asummary of the important provisions, Test Questions
and Practical Problems (with Hints and Solutions). In Volumes Two and Three, only Test Questions and
Practical Problems (with Hints and Solutions) have been given at the end of each chapter.

I m pOI’TO ﬂT (A Service to Students)

For students preparing for different examinations, thefollowing special editionsof Elementsof Mercantile
Law have been prepared with the twin objective of (a) lowering the price, and (b) including in aspecia
edition of abook only the precise portions which are required for the particular course:

» Legal & Regulatory Framework of Business for M.B.A.

» Law, Ethics & Communication for Chartered Accountants, Professional Competence Course
 Business Law for Cost Accountants, Intermediate Course

 Business Law for B.Com. (Hons.) Course of University of Delhi

¢ Business Law and Industrial Law for B.Com. Programme of University of Delhi.

e Company Law and Compensation Laws for B.Com. Programme of University of Delhi.

¢ Business Law for B.Com. Course of Madras University.

¢ Business Law for Common Core Syllabus of B.Com. Course of A.P. State Universities.

e BusinessLaw for B.Com. |11 Year Course of Bangalore University.
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Preface

To the Thirty-nineth Edition

We havegreat pleasurein presenting the 39" Revised and Enlarged Edition of the book entitled “ Elements
of Mercantile Law” to our esteemed readers. The new edition, like its predecessors, attempts to present
the basic principles of Mercantile Law, Company Law and Industrial Law in a way that makes the
subject easily intelligible even to anon-specialist. This object has been achieved by —

(@)

(b)
(©)
(d)

explaining the subject with the help of 40 Case Laws, 496 illustrative cases and they have been
highlighted by using boxes and different type face to make it more reader friendly and easily
assimilated by the reader;

showing how law is derived from Statutes and Decided Cases and how the Principles of Law
are applied to the problems which arise in day-to-day life and in the conduct of business;
giving asummary of important provisionsat the end of each chapter in Volume One so that the
reader can recapitulate what he has learnt; and

giving 562 Objectives Type Questions, 825 Test Questions and 576 Practical Problems (with
Hints and Solutions) with the idea of testing the depth of knowledge of the reader, basic
understanding of concepts and his ability to apply whatever he has learnt to a particular
situation or problem.

The Book explodesthe myth that law isadifficult and dry subject. Even alay or general reader who
wishes to know the broad principles of Mercantile Law will find the discussion interesting and lively.
Care has been taken to see that the reader at the primary stage of his study does not find himself lost in
the quagmire of legal jargon and in the niceties of legal concepts and interpretations.

The salient features of the present edition are asfollows:

1.

A new chapter on ‘ Goods and Services Tax (GST)’ has been included in this edition. In order
to bring uniformity in Tax rates and to simplify the tax mechanism, Central Government rolled
out Goods and Services Tax (GST) from 1% July, 2017. GST is considered to be a path
breaking and biggest tax reform since independence. It is a single indirect tax levied on the
supply of goods and services for the entire country, which has made India a unified common
market, “ One Nation-One Market-One Tax”.

‘The Insolvency and Bankruptcy Code, 2016’ is the Bankruptcy Law of India. The Insolvency
and Bankruptcy Code Bill, 2015 was introduced in Lok Sabha on 21% December, 2015 and by
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RajyaSabhaon 11" May, 2016. The Codereceived the assent of the President of Indiaon 28" May,
2016.

3. A chapter on ‘Limited Liability Partnership’ popularly known as LLP has been added in the

present edition. LLP combines the advantage of both the Company and Partnership into a
single form of organization. The Limited Liability Partnership Act, 2008 was published in
Official Gazette of India on 9" January, 2009 and has been notified with effect from 31%
March, 2009.

. Volume Il of the book on Company Law with Schedules has been thoroughly updated as per

Companies (Amendment) Bill, 2020 which was introduced in Lok Sabha on 17-3-2020. The
Bill was passed and converted into an Act by Parliament on 22-9-2020. Various provisions of
the Amendment Act were had been made effective from time to time on 21-12-2020,
22-1-2021, 11-2-2021, 18-3-2021, 24-3-2021, 1-9-2021, and 1-7-2022. The Companies
(Amendment) Act 2020, introduced several significant changes to the CompaniesAct, 2013.
Here are some of the key features:
(@) Producer Companies. Theamendment introduces anew chapter specifically addressing
producer companies, removing certain provisions from the Companies Act, of 1956,
and incorporating similar provisionsin the CompaniesAct, 2013.

(b) Changes to Offences:
« Removal of penaltiesfor certain offenses.
« Elimination of imprisonment in specific offenses.

» Reduction in the maximum fine for certain violations, such as failure to file annua
returns.

(c) Penalty Reduction for Small Companies and One-person Companies
» Extension of the provision allowing reduced penalties (up to 50%) for one-person
companies and small companiesto al producer companies and start-up companies.
« Extension of the provision to cover violations of any provision of the Act.
« Limitation of the maximum penalty to two lakh rupeesfor the company and onelakh
rupees for a defaulting officer.

(d) Direct Listing in Foreign Jurisdictions. The centra government is empowered to
permit certain classes of public companies to list classes of securities in foreign
jurisdictions.

(e) Beneficial Shareholding: Empowerment of the central government to exempt certain
classes of persons from compliance with the requirements related to the declaration of
interest in case of beneficial shareholding.

(f) Exemptionsfrom Filing Resolutions: Extension of the exemption from filing resolutions
related to borrowing money or granting loansto include registered non-banking financial
companies and housing finance companies.

(g) Corporate Social Responsibility (CSR)

» Exemptionfor companieswith CSR liabilitiesof upto 50 lakh ayear from congtituting
CSR Committees.

 Provision for setting off excess amounts spent on CSR in a financial year towards
CSR obligationsin subsequent years.



Preface vii

(h) Periodic Financial Results for Unlisted Companies. Empowerment of the central
government to require certain classes of unlisted companiesto prepare and file periodical
financial results and complete the audit or review of such results.

5. To improve the grasp and understanding of the subject-matter, more questions like — 526
Objective Type (Multiple Choice, Fill in the Blank, True and False) have been updated.

6. New Typography of the book makes the book strain-free and reader friendly.

7. A comprehensive “Subject Index” adds to the value of book facilitating readers to easily
search the topic of his/ her interest.

We acknowledge with gratitude the help received from scholars, friends and well-wishers at the
various stages of preparation of this Revised Edition. Suggestions are invited to further improve the
book. Kindly share your views at info@sultanchandandsons.com

Editorial Team
Sultan Chand & Sons

To the First Edition

Thechief aiminwriting thisBook isto present the fundamental principles of Mercantile Law, Company
Law and Industrial Law inasimple and easily intelligible manner. Theintricate points of law have been
illustrated by examples, and the subject has been dealt with by topics rather than in the strict order of
Sections in the various Acts. This has been done to avoid cross-referencing to enable the students to
grasp each aspect of the subject thoroughly.

TheBook isunusual in simplicity with which the various topics have been dealt with. At the same
time, the treatment of the subject is both comprehensive and easy to follow.

The subject has been discussed in the light of Statute law and ratio decidendi. At places, reference
has also been made to English Law which is the most important source of Indian Mercantile Law.

February 13, 1967 N.D. KAPOOR
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Introductory - 4 4 - 4 1-4
Part One— General Principlesof Law of Contract
1. Nature of Contract 20 21 13 10 1 5-15
2. Offer and Acceptance 55 31 14 24 17 16-32
3. Consideration 38 22 13 18 12 33-44
4. Capacity to Contract n 20 10 12 9 45-53
5. Free Consent 71 31 16 25 22 54-75
6. Legality of Object 42 18 9 16 15 76-90
7. VoidAgreements 22 9 4 7 8 91-98
8. Contingent Contracts 13 13 4 6 5 | 99-103
9. Performance of Contract 42 29 u 12 15 | 104-118
10. Discharge of Contract 39 21 14 15 14 | 119-132
11. Remediesfor Breach of Contract 25 20 13 16 13 | 133-145
12. Quasi-Contracts 24 14 7 12 9 | 146-154
Part Two — Special Contracts

1. Indemnity and Guarantee 41 30 10 19 17 | 155-171
2. Bailmentand Pledge 32 6 13 21 15 | 172-186
3. Contract of Agency 98 7 16 33 30 | 187-216
4.1. Sale of Goods 16 16 9 6 1 | 217-227
4.2. Conditionsand Warranties 32 16 8 18 11 | 228-238
4.3. Transfer of Property 21 19 10 25 14 | 239-252
4.4, Performance of Contract 12 13 7 10 10 | 253-262
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4.5. Rightsof anUnpaid Seller 7 16 9 21 12 | 263-274
5.1. Nature of Partnership 4 34 12 8 14 | 275-288
5.2. Relationsof Partners 23 37 16 25 22 | 289-310
5.3. Dissolution of Firm 5 15 7 7 1 | 311-321
6. Limited Liability Partnership (LLP) - - 61 - 51 | 322-372
7.1. Negotiablelnstruments 1 - 6 - 4 | 373-376
7.2. Notes, Billsand Cheques 28 - 9 10 19 | 377-395
7.3. Partiesto aNegotiable Instrument 6 - 7 12 10 | 396-405
7.4. Negotiaion 25 - 8 20 12 | 406-417
7.5. Presentment of a Negotiable Instrument 1 8 7 5 9 |418-426
7.6. Dishonour of aNegotiable Instrument - 5 10 2 9 | 427-435
7.7. Discharge of a Negotiable Instrument 2 6 3 7 6 | 436-441

7.8. Rulesof Evidence Estoppel and
International Law 2 - 3 2 2 | 442-443
7.9. Hundis - 6 3 - 3 | 444-446
7.10. Banker and Customer 4 5 7 10 9 | 447-455
8.1. Arhitration 2 6 22 12 24 | 456-479
8.2. Conciliation - 5 9 - 6 | 480-485
9.1. Law of Insurance 12 5 n 7 12 | 486-497
9.2. Lifelnsurance 1 5 7 7 8 | 498-505
9.3. Fire Insurance n 5 6 14 8 | 506-513
9.4. Marine Insurance 5 5 12 14 19 | 514-532
10.1. Carriage of Goods 13 5 6 8 11 | 533-543
10.2. Carriageby Sea 1 4 7 4 7 | 544-550
10.3. Carriageby Air - 4 6 1 8 | 551-558

Part Three — Law of Insolvency

1. The Insolvency and Bankruptcy

Code, 2016 - 4 10 - 22 | 559-580
Part Four —Other Laws
1. The Consumer Protection Act, 1986 - 4 8 - 20 | 581-600
2. TheForeign Exchange Management

Act, 1999 - - 6 - 16 | 601-616
3. The Information Technology Act, 2000 - - 16 - 26 | 617-642
4. The Competition Act, 2000 - - 14 - 31 | 643-673
5. Goods and Services Tax (GST) 5 - 30 - 51 | 674-724
Total 812 544 | 543 | 501 724 1-724
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1. Nature of Company - 6 5 14 1-14
2. Kind of Companies - 9 5 20 15-34
3. Formation of Company - 9 5 16 35-50
4. Memorandum of Association - 9 6 u 51-61
5. Articlesof Association - 8 6 10 62-71
6. Prospectus - 10 5 26 72-97
7. Share Capital and Debentures - 27 19 23 | 98-120
8. Acceptance of Depodts by Companies - 3 - 4 | 121-124
9. Registration of Charges - - - 6 |125-130
10. Management and Administration - - - 20 | 131-150
11. Declaration and Payment of Dividend - - - 3 | 151-153
12. Accounts of Companies - - - 11 | 154-164
13. Auditand Auditors - - - 13 | 165-177
14. Appointment of Directors - - - 16 | 178-193
15. Meeting of Board and its Powers - - - 21 |194-214
16. Appointment and Remuneration of
Manageria Personnel - - - 10 | 215-224
17. Inspection, Inquiry and Investigation - - - 15 | 225-239
18. Compromises, Arrangements and Amalgamations - 5 3 16 | 240-255
19. Prevention of Oppression and Mismanagement - 6 4 9 | 256-264
20. Registered Vauers - - - 2 | 265-266
21. Removal of Names of Companies from the
Register of Companies - - - 4 | 267-270
22. WindingUp - 12 4 37 | 271-307
23. CompaniesAuthorised to Register under
CompaniesAct - - - 4 | 308-311
24, CompaniesIncorporated Outside India - - - 7 | 312-318
25. Government Companies - - - 2 | 319-320
26. Registration Offices and Fees - - - 4 | 321-324
27. Companiesto Furnish Information or Statistics - - - 2 | 325-326
28. Nidhi - - - 2 | 327-328
29. National Company Law Tribunal and
Appellate Tribunal - - - 4 | 329-332
30. Special Courts - - - 3 | 333335
31. Miscellaneous - - - 10 | 336-345
32. The DepositoriesAct, 1996 - - - 8 | 346-353
33. Company Law in Computerized Environment - - - 5 | 354-358
34. The CompaniesAct, 2013 (Schedules | to VII) - - - 106 | 359-464
Total - | 104 62 | 464 1-464
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Part One — Working Conditions
1. The FactoriesAct, 1948 7 18 5 39 1-39
Part Two — Social Security
2. The Employees CompensationAct, 1923 - 8 4 29 40-68
3. The Employees State Insurance Act, 1948 - 14 - 43 69-111
4. The Employees Provident Funds and
Miscellaneous ProvisionsAct, 1952 - 22 - 28 | 112-139
5. The Payment of Gratuity Act, 1972
(as amended upto 29-3-2018) - 9 - 15 | 140-154
6. TheMaternity Benefit Act, 1961 - 6 - 8 | 155-162
7. The Payment of Wages Act, 1936 - 10 6 15 | 163-177
8. The Minimum WagesAct, 1948 - 18 - 16 | 178-193
Part Three — Disputes
9. Thelndustria DisputesAct, 1947 4 25 - 52 | 194-245
Part Four — Standing Order
10. Thelndustrial Employment (Standing Orders)
Act, 1946 - 8 - 8 | 246-253
Part Five — Workers Organisations
11. The Trade UnionsAct, 1926 - 10 - 12 | 254-265
Part Six —Bonus
12. The Payment of BonusAct, 1965 - 10 - 21 | 266-286
Part Seven — Miscellaneous
13. TheApprentices Act, 1961 - 12 - 18 | 287-304
14. The Employment Exchanges (Compulsory
Notification of Vacancies) Act, 1959 - 4 - 5 | 305-309
15. The Collection of Statistics Act, 2008 - 5 - 11 | 310-320
Total u 179 15 | 320 1-320
Grand Total 555 826 578 |1,508
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