
INDIAN LEGAL SYSTEM

Taxation | Audit | Outsourcing | Regulatory | Transaction Advisory | Consultancy Services

www.jpc.co.in 1



Indian Legal System

India also known as Bharat is a country located in south Asia. In terms of area, it is the seventh largest country in the world. 

Further to the recent political, social and social changes, Indian economy has become the fifth largest by nominal GDP and third 

largest by purchasing power parity. It is one of the fastest growing economiesThere are total 28 States and 9 Union Territory 

which comprises a united India.It is a place where thousands of distinct and unique cultures of all religions and communities 

exist. The different groups of people in India are regulated by its Constitution and other relevant legislative statues prevailing in 

theirrespective state/Union Territory. 

Constitution of India

Before Independence, India was a dominion state under the British Crown. After a massive freedom struggle, during June 1947, 

Indian Independence Act, 1947 was passed by British Parliament which made India as an Independent state. Post-Independ-

ence, the Drafting committee of the Constituent Assembly of India prepared a draft Constitution in 2 Years 11 Months and 18 

days which was adopted by the Constituent Assembly on 26 November 1949, and came into effect on 26 January 1950.

The preamble of Indian Constitution specifies India as a Sovereign, Socialist, Secular, Democratic Republic which provides its 

citizens Justice, Liberty, Equality and Fraternity.

The nature of Indian Constitution is Quasi federalwhichmeansthereisdual system of Governance in India i.e. Union Government 

and State Government. Both the Union Government and State Government receive its power from the Constitution. It contains 

the following List which specifies the subject matter on which the legislation can be made:

1. Union List: It contains a list of 97 items on which only Union Government has been authorized to make legislation.

2. State List: It contains a list of 66 items on which State Government can pass the legislation.

3. Concurrent List: It contains a list of 47 items on which Union Government and State Government both can pass the leg-

islation.

There are 3 Pillars of democracy in India i.e. Legislative, Executive and Judiciary.

• The Legislative power describes the authority given by the Constitution to make/repeal the Laws prevailing in the country.

• The Executive power is the power to execute those laws; direct the apparatus of the state and to a great extent shape 

and implement policy.

• The Judicial branch interprets the Constitution and scrutinizes the acts of the legislature or the executive. It acts like a 

guardian which protects the fundamental rights of the people and also balances the conflicting exercise of power be-

tween the Union and State or among states, as specified to them by the Constitution.
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Relevant Indian fiscal and economic Legislations

Below is the inclusive list of major economic and fiscal laws, prevailing in India which governs the existence of any business 

entity in India:

The Companies Act, 2013

This is the primary Act which defines the status & structure of a corporate form of business organization and specifies various 

procedure, sections, rules and provisions for the regulations of a corporate form of business entity. A company is incorporated, 

regulated and closed as per the provisions of Companies Act, 2013.

Partnership Act 1932/ Limited Liability Partnership Act, 2008

These are the Acts which contains the provisions for the formation and regulation of partnership firms with limited or unlimited 

liability as the case maybe.

The Goods and Service Tax (GST) Act, 2017

The GST Act being an Indirect tax has replaced all previous sales tax, service tax and excise legislation for all industries except Oil 

and Liquor industryand isapplicable in case of supply of goods or services or both.

The Foreign Exchange Management Act, 1999 (FEMA)

The FEMA regulates the transactions which are incurred in foreign currency. FEMA regulations needs to be complied if the fund-

ing is infused into  an entity by a non residentperson/entityor the funds are invested outside India.The FEMA regulation also 

regulates any external commercial borrowing. It also regulates payments for import or export goods or services or both.

The Income Tax Act, 1961

Every business entity having source of Income in India are liable to pay taxes as per the provisions of Income Tax Act, 1961. It 

regulates thedirect taxation and its structure of thebusiness entities and taxable persons in India.

The Insolvency and Bankruptcy Code, 2016

TheInsolvency and Bankruptcy Code specifies the procedures & regulations which are required to be complied to wind up/close 

the business entity in India.

The Shops and Establishment Act

This is a state specific Act which requires every business entity to get itself registered under shop and establishmentAct for the 

regulation of conditions of work environment and employment.
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The Factories Act, 1948

This act provides promotes health, welfare and safety measures of the workers employed in factories and prevents/controls 

haphazard & unethical growth of factories. It also regulates the wages, working hours, facilities, safety, leave and other welfare 

provisions for the employees.

The Code on Social Security, 2019 

The new code on social security replaces nine laws related to social security, including the Employees’ Compensation Act, 1923; 

Employees‘ State Insurance Act, 1948, Employees‘ Provident Funds and Miscellaneous Provisions Act, 1952; Maternity Benefit 

Act, 1961; Payment of Gratuity Act, 1972; Mine Workers Welfare Fund Act, 1981; Building and Other Construction Workers Cess 

Act, 1996 and Unorganized Workers‘ Social Security Act, 2008.

Social security refers to measures to ensure access to health care and provision of income security to workers

Employee State Insurance Act, 1948

The act provides certain benefits to employees in case of sickness and employment injury and for certain others related matters. 

This act will remain in force till Code on Social Security becomes a notified act.

Employees Provident Fund and Misc. Provisions Act, 1952

This Act provides provident funds, pensions funds and deposit linked insurance fund for the employees of factories and other 

establishments. The employer and employee both contribute a specified amount of the salary of the employee into the funds 

maintained for the above purposes under the Act.This act will remain in force till Code on Social Security becomes a notified act.

Sexual Harassment of Women at Workplace Act 2013

This Act provides protection to women against sexual harassment at every workplace and promotes their right to gender equal-

ity, and liberty at the workplace. 

The Code on Wages 2019

This code regulates the provision of minimum wages and timely payment of wages to all employees irrespective of the sector 

and wage ceiling. The new Code subsumed four labour laws - Minimum Wages Act, Payment of Wages Act, Payment of Bonus 

Act and Equal Remuneration Act and all the four Acts stand repealed.

Workmen’s Compensation Act, 1923

The act aims to provide the employee and their dependent family, payment in compensation, in case of accidents arising out of 

and in course of employment which causes either death or disablement to that employee. 

Industrial Disputes Act, 1947

This act provides investigation and settlement provisions in case any industrial dispute conflict or disagreement between the 

employers and employees arises which is connected with the employment or the terms &conditions of employment in that 

establishment.It is applicable to every industrial establishment.
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Child Labour (Prohibition and Regulation) Act, 1986 & The Child Labour (Prohibition And Regulation) Rules, 1988

This Act prohibits the employment of child labourin factories, mines and hazardous establishmentand to regulate their working 

conditions in certain other employments.

Industrial Employment and Standing Orders Act, 1946

The Standing Orders Act requires employers to clearly define and prescribe the service rulesand to make them published to the 

workmen employed by them. It applies to every industrial establishment in which 100 or more workmen are/were employed 

on any day of the preceding 12 months.

The Competition Act, 2002

The Act prohibits anti-competitive agreements, abuse of dominant position by enterprises and regulates combinations (acquisi-

tion, acquiring of control and Merger and acquisition), which causes or likely to cause an appreciable adverse effect on competi-

tion within India

Information technology and Privacy legislation 

The Information Technology Act, 2000 is an Act of the Indian Parliament notified on 17 October 2000. It is the primary law in 

India dealing with cybercrime and electronic commerce. India is also introducing much awaited Personal Data Protection Bill 

of 2019. It seeks to protect the privacy of personal data, regulate the processing of “sensitive” and “critical” personal data and 

establish a Data Protection Authority of India (DPAI) for regulations.

Sector specific legislations 

• The Banking Regulation Act, 1949 is a legislation in India that regulates all banking firms in India

• The Electricity Act, 2003 is an Act of the Parliament of Indiacovers generation, distribution, transmission and trading in 

power.

• Reserve Bank of India Act, 1934 is the legislative act under which the Reserve Bank of India was formed and is meant to 

provide a framework for the supervision of banking firms in India

• Telecom - Indian telegraph rule, Indian telegraph act 1885, Indian Telegraph Act , Indian wireless act, 1933 and Telcom regu-

latory authority of India act 1997

Legislation formation in India

The process of making legislations in India starts with introduction of a Bill passed by the government’s cabinet in either House 

of Parliament—Lok Sabha (Lower House) or Rajya Sabha (Upper House) along with the detailed note and annexure to support 

the same. After the approval of bill (with or without modification) from both house of parliament and assent of the President 

of India, the proposed bill comes into effect as a legislation. The respective executive branch of government (Union or State) is 

responsible for implementation of legislation while the disputes, concerns, non-compliances etc. are addressed by their respec-

tive executive/ judiciary branch constituted for the same.
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Judicial System in India 

The Supreme Court of India is the highest forum and Court for appeals under the Constitution of India. It is the Supreme Court 

constituted under the Constitution of India. It protects the fundamental rights of citizens and provides the resolution mecha-

nism for dispute between Union and State Government or among various states. It is the only court in which appeal can be final 

against the order of High Court 

There are total 25 High Courts at the State and Union Territory level of India. Each State or Union Territory is headed by a High 

court for that State/Union Territory and they enjoy complete jurisdictions throughout that State. The appellate jurisdiction of 

High Court extends to both civil and criminal cases. Any person aggrieved by the decisions of courts at lower level may appeal to 

High Court in both civil and criminal cases. It has also the power of superintendence over all Courts and Tribunals in that state/

Union Territory. 

There are also different tribunals and adjudicating authorities to penalize or adjudicate the matters relating to non-compliances 

or disputes for business concerns i.e. National Company Law Tribunal (NCLT), National Company Law Appellant Tribunal (NCLAT), 

Income Tax Appellant Tribunal, GST tribunals, Advance ruling authorities, Regional Director, Income Tax or GST Commissioners, 

Enforcement Directorate, Competition Commission of India etc.  
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About JPC

Dear Valuable Client / Colleague,

In case you require any further detailed analysis on above mentioned content, please do get back to us and we shall be happy 

to provide you the same.

With Best Regards,

Team JPC

About JPC

JPC is a professional services firm based in Noida- National Capital Region and New Delhi, India. We were established in the year 

1974 with the aim to create value for our clients by delivering quality, comprehensive, timely, practical and innovative services. 

We offer a comprehensive range of services, including taxation services, regulatory services, transaction advisory services, fi-

nancial & management consultancy services, assurance & risk services, and outsourcing services. Over the past several decades, 

we have established significant competitive presence in the country. Our vast and diversified client base includes Multinational 

enterprises, domestic companies, high net worth individuals, government companies and institutions in all leading industry 

verticals. We are a team of distinguished Chartered Accountants, Management Accountants, Corporate Financial Advisors and 

Tax Consultants. Our team has the requisite skills and experience to provide complex business, financial, assurance, tax and 

regulatory services to our clients. Our strength lies in our timely performance-based, industry-tailored and technology-enabled 

services which are delivered by some of the most talented professionals in the country. For more information about JPC’s ser-

vice offerings, visit www.jpc.co.in

In this document, “JPC” refers to J P Chawla & Co. LLP Chartered Accountants (a limited liability partnership firm regulated by 

the Institute of Chartered Accountants of India, FRN : 001875N/ N500025).

Disclaimer:

This content is provided on the basis of secondary research only and J P Chawla & Co. LLP (JPC) does not make any representation 

or warranty of any kind with respect to its contents. JPC specifically does not warrant or represent that any analysis or its content 

are timely, complete or accurate. This document consists of content for knowledge purposes only and does not constitute an ad-

vertisement or opinion or copyright of any kind.
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New Delhi office:                                                Noida office:
43 Darya Ganj,                                                     C-129, Sector 2,
New Delhi - 110002                                            Noida - 201 301 (U.P.), INDIA
INDIA                                                                     Phone: +91-120-4573207, 4573208
                                                                               General Email: info@jpc.co.in
Main Partners Hand Phone & Email

Rajat Chawla                                                         +91-9871494499 | rajatchawla@jpc.co.in
J.P. Chawla                                                             +91-9811028918 | jpchawla@jpc.co.in
Richa Chawla                                                        +91-9990509709 | richajuneja@jpc.co.in

For further information, please email your details to rajatchawla@jpc.co.in or call +91-9871494499.
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