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CHAPTER I COMMON PROVISIONS
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Article 1 (Applicable Rules to Commercial Matters) When there is no provision in this Act as to a commercial matter, the commercial customary law shall apply; and if there is no such law, the provisions of the Civil Act shall apply.


Article 2 (Commercial Activities by Public Juristic Persons) Except as otherwise provided for by any Acts and subordinate statutes, this Act shall apply to commercial activities effected by a public juristic person.


Article 3 (Unilateral Commercial Activities) If an act of a party among the relevant parties is considered as a commercial activity, this Act shall apply to all the parties involved.


CHAPTER II MERCHANTS
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Article 4 (Merchant-by Nature of Business) A person who engages in commercial activities in his/her own name is called a merchant.


Article 5 (Merchant-by Legal Construction) (1) A person who engages in a business in a merchant's way maintaining a shop or similar equipment shall be deemed to be a merchant, even if he does not engage in commercial activities.



(2) The provisions of paragraph (1) shall also be applicable to a company even if it does not engage in commercial activities.





	Article 6 (Business of Incompetent Person and Registration thereof)

	

	

	When a minor or a quasi-incompetent person engages in any business upon the permission of his legal representative, registration thereof shall be effected.




	Article 7 (Incompetent Person and Member with Unlimited Liability)

	

	

	When a minor or quasi-incompetent person has become a member with unlimited liability of a company upon the permission of his legal representative, he shall be deemed to be a person with full capacity in respect of any act done in the capacity of such member.




	Article 8 (Representation of Business by Legal Representative)

	

	

	(1)  If a legal representative engages in any business on behalf of a minor, quasi-incompetent or incompetent person, registration thereof shall be effected.

	

	(2) Any restriction upon the authority of legal representative shall not be effective against a third person acting in good faith.




	Article 9 (Petty Merchants)

	

	

	The provisions relating to manager, trade names, trade books, and commercial registrations shall not apply to petty merchants.
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	Article 10 (Appointment of Manager)

	

	

	A merchant may appoint a manager and have him run business either at the principal office or at a branch office.




	Article 11 (Agency Authority of Manager)

	

	

	(1) A manager may perform all judicial and extrajudicial acts relating to his business on behalf of the proprietor of the business.

	

	(2)A manager may appoint and dismiss shop clerk and other employees who are not managers.

	

	(3) Any restriction upon the authority of a manager shall not be effective against a third person acting in good faith.




	Article 12 (Co-manager)

	

	

	(1) A merchant may cause several managers to exercise the agency of authority on a joint basis.

	

	(2) In the case mentioned in the preceding paragraph, any declaration of intention made to any one of the managers shall be effective as to the proprietor of the business.




	Article 13 (Registration of Manager)

	

	

	The appointment of a manager and the extinguishment of his/her agency of authority shall be registered by the merchant at the place either of the principal office or of the branch office for which he/she has been appointed. The same shall apply to matters provided for in paragraph (1) of the preceding Article, and to any alteration thereof.




	Article 14 (Apparent Manager)

	

	

	(1) A person who has been given a title of a chief of the principal office or of a branch office, or other person who uses a title to be recognized as a manager shall be deemed to have the same authority as that of a manager of the principal office or of a branch office: Provided, That this shall not apply in respect of judicial acts.

	

	(2) Paragraph (1) shall not apply where the other party has acted in bad faith.

	

	[This Article Wholly Amended by Act No. 10281, May 14, 2010]




	Article 15 (Employee Invested with Partial Comprehensive Agency Authority)

	

	

	(1) An employee who has been entrusted with certain branches of business or specified matters relating to business may effect all acts other than judicial acts.

	

	(2) Article 11 (3) shall apply mutatis mutandis to the case mentioned in the preceding paragraph.




	Article 16 (Employee of Shop which Sells Goods)

	

	

	(1) An employee of a shop which sells goods shall be deemed to have all the authority in regard to the sale of goods.

	

	(2) Article 14 (2) shall apply mutatis mutandis to the case mentioned in the preceding paragraph.




	Article 17 (Duties of Trade Employee)

	

	

	(1) Without the permission by the proprietor of the business, a trade employee shall neither effect any transaction falling within the class of the proprietor's business on his account or on that of a third person nor shall he become a member with unlimited liability, nor a director of a company, nor a employee of another merchant.

	

	(2) In the case that a trade employee has effected a transaction in contravention of the provisions of the preceding paragraph, and such transaction has been effected on his account, the proprietor of the business may regard such a transaction as effected on his own account, and if it has been effected for the account of a third person, the proprietor may request the employee to transfer the profit accrued from such transaction to himself.

	

	(3) The provisions of the preceding paragraph shall not affect the termination of a contract by the proprietor against an employee or the proprietor's claims for damages against a trade employee.

	

	(4) The right mentioned in paragraph (2) shall become extinct after two weeks from the time when the proprietor has become aware of such transaction or after one year has elapsed from the time when the transaction has been effected.
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	Article 18 (Free Choice of Trade Name)

	

	

	A merchant may use his full name or any other denomination as his trade name.




	Article 19 (Trade Name of Company)

	

	

	The word "partnership company", "limited partnership company", "stock company" or "limited liability company" shall be contained in the trade name of a company according to its nature.




	Article 20 (Ban on Illegal Use of Trade Name of Company)

	

	

	No person other than a company may use, in the trade name, any word which is suggestive of a company. This shall apply even in cases where the business of a company has been acquired by transfer.




	Article 21 (Unitary Trade Name)

	

	

	(1) A single trade name shall be used in the same business.

	

	(2) A trade name of a branch office shall expressly show its dependent relationship to the principal office.




	Article 22 (Effect of Registration of Trade Name)

	

	

	No trade name which has been registered by another person shall be registered as a trade name of the same kind of business in the same Seoul Special Metropolitan City, Metropolitan City, and Si/Gun.   <Amended by Act No. 3724, Apr. 10, 1984; Act No. 4796, Dec. 22, 1994; Act No. 5053, Dec. 29, 1995>




	Article 22-2 (Provisional Registration of Trade Name)

	

	

	(1)  If any person intends to establish a stock or limited liability company, he may apply for a provisional registration of the trade name to the registry having the jurisdiction over the place of its principal office.

	

	(2) If a company intends to change either or both of its trade name or/and purpose, it may apply for a provisional registration of its trade name to the registry having the jurisdiction over the place of its principal office.

	

	(3) If a company intends to move its principal office, it may apply for a provisional registration of its trade name to the registry having the jurisdiction over the place to which it is to move.

	

	(4) In application of Article 22, the provisional registration of the trade name shall be deemed to be as registration of the trade name.

	

	(5) Deleted.  <by Act No. 8582, Aug. 3, 2007>

	

	[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]




	Article 23 (Prohibition of Use of Trade Name which is likely to Misconceive Ownership of Business)

	

	

	(1) No person shall, for unfair purpose, use any trade name which is likely to induce others to believe that it represents the business of another person.

	

	(2) In cases where a person has used such a misrepresenting trade name in contravention of the provisions of paragraph (1), any person whose interest is likely to be thereby harmed or any person who has registered his trade name may demand cessation of its use.

	

	(3) The provisions of paragraph (2) shall not prejudice any claim for damages.

	

	(4) Any person who uses the registered trade name of another person in the same Seoul Special Metropolitan City, Metropolitan City, and Si/Gun, in respect of the same kind of business shall be presumed to have done so for unfair purpose.   <Amended by Act No. 3724, Apr. 10, 1984; Act No. 4796, Dec. 22, 1994; Act No. 5053, Dec. 29, 1995>




	Article 24 (Liability of Person who has Lent His Name)

	

	

	A person, who has allowed another person to carry on business using his name or trade name, shall be liable jointly and severally with such other person to effect performance in respect of any obligation arising from a transaction in favor of a third person who has effected such transaction in the belief that such other person was the proprietor of the business.




	Article 25 (Transfer of Trade Name)

	

	

	(1) A trade name may be transferred only in cases where business is discontinued or it is transferred together with the business.

	

	(2) Transfer of a trade name shall not be effective as to third persons unless it has been registered.




	Article 26 (Effect of Failure to Use Trade Name)

	

	

	If a person who has registered his trade name has failed to use it for a period of two years without any justifiable reason, he shall be deemed to have abolished trade name.




	Article 27 (Application for Cancellation of Registration of Trade Name)

	

	

	If a trade name has been altered or abolished, and the person who has registered such trade name has failed to register such alteration or abolition within two weeks, any person interested may apply to the court for the cancellation of such registration.




	Article 28 (Penalties for Illegal Use of Trade Name)

	

	

	Any person who has violated Articles 20 and 23 (1) shall be punished for a fine for negligence not exceeding two million won. <Amended by Act No. 3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995>
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	Article 29 (Kinds of and Principles to make Trade Books)

	

	

	(1)In order to make clear the situation of property, profit and loss in the business, the merchant shall prepare an account book and balance sheet.

	

	(2) Except as otherwise provided by this Act, the trade books shall be made in accordance with the generally fair and proper accounting practices.

	

	[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]




	Article 30 (Method to Make Trade Books)

	

	

	(1)  In an account book, there shall be entered transactions and other particulars having effect on property in business.

	

	(2) A merchant shall, at the time of commencement of his/her business and thereafter at a fixed time, at least once a year, prepare a balance sheet based on the account books and a person who prepared it shall write his/her name and affix his/her seal or sign thereon, and a company shall prepare such a balance sheet in the same manner as a merchant at the time of its incorporation and at the end of each period for the settlement of accounts. <Amended by Act No. 5053, Dec. 29, 1995> 

	

	[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984] 




	Article 31Deleted. <by Amended by Act No. 10281, May 14, 2010>

	




	Article 32 (Production of Trade Books)

	

	

	The court may, on application or by its own initiative, order a party to an action to produce his/her trade books or any part thereof.




	Article 33 (Preservation of Trade Books, etc.)

	

	

	(1) Every merchant shall preserve his/her trade books, and all important documents relating to his/her business, for a period of ten years: Provided, That the slips or similar documents thereto shall be kept for five years.  <Amended by Act No. 5053, Dec. 29, 1995>

	

	(2)  In the case of trade books, the period mentioned in the preceding paragraph shall be computed as from the time at which the book is closed.

	

	(3)  The books and documents under paragraph (1) may be preserved by means of the microfilms and other data processing systems.<Newly Inserted by Act No. 5053, Dec. 29, 1995>

	

	(4)  Where the books and documents are preserved under paragraph (3), the method of preservation and other necessary matters shall be determined by Presidential Decree.  <Newly Inserted by Act No. 5053, Dec. 29, 1995>
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	Article 34 (General Rules)

	

	

	Matters required to be registered under this Act shall, on the application by the party concerned, be entered in the commercial register maintained by the court having jurisdiction over the place of business office.

	

	[This Article Wholly Amended by Act No. 10281, May 14, 2010]



Article 34-2 Deleted. <by Act No. 8582, Aug. 3, 2007> 



	Article 35 (Registration at Place of Branch Office)

	

	

	Matters required to be registered at the place of the principal office shall, except as otherwise provided for in this Act, be registered also at the place of each branch office.



Article 36 Deleted. <by Act No. 5053, Dec. 29, 1995> 



	Article 37 (Effect of Registration)

	

	

	(1) Matters required to be registered shall not be effective as to any third person acting in good faith without registering them.

	

	(2) Even after the registration is made, if the third person fails to know it for any justifiable reason, paragraph (1) shall be applicable.

	

	[This Article Wholly Amended by Act No. 5053, Dec. 29, 1995]




	Article 38 (Effect of Registration at Location of Branch Office)

	

	

	Where matters required to be registered at the place of a branch office have not been registered, the provisions of the preceding Article shall apply only to transactions at such branch office.




	Article 39 (False Registration)

	

	

	A person who has either intentionally or negligently registered any matter which is different from the truth shall not assert the difference of such matter to a third person acting in good faith.




	Article 40 (Registration of Changes or Extinguishment)

	

	

	If any change has occurred to any of the matters registered, or if any of such matters has been extinguished, the party concerned shall immediately effect registration of such change or extinguishment.
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	Article 41 (Prohibition of Competitive Business of Transferor)

	

	

	(1) When a person has transferred his/her business, he/she shall neither, for a period of ten years, carry on the same kind of business in the same Seoul Special Metropolitan City, Metropolitan City, or Si/Gun, nor in any adjacent Seoul Special Metropolitan City, Metropolitan City, or Si/Gun, unless the parties have made any specific agreement. <Amended by Act No. 3724, Apr. 10, 1984; Act No. 4796, Dec. 22, 1994; Act No. 5053, Dec. 29, 1995>

	

	(2) If the transferor has made an agreement not to carry on the same kind of business, such agreement shall be valid, only in the same Seoul Special Metropolitan City, Metropolitan City, Si/Gun and in any adjacent Seoul Special Metropolitan City, Metropolitan City, Si/Gun, and only for a period not exceeding twenty years. <Amended by Act No. 3724, Apr. 10, 1984; Act No. 4796, Dec. 22, 1994; Act No. 5053, Dec. 29, 1995>




	Article 42 (Liability of Business Transferee who Continues to Use Trade Name)

	

	

	(1) If the transferee of a business continues to use the trade name of the transferor, he shall also be liable to effect performance in respect of any claim of a third person arising from the business of the transferor.

	

	(2) The provisions of the preceding paragraph shall not apply in cases where the transferee has, without delay after the transfer of the business, effected the registration to the effect that he shall not be liable for any obligation of the transferor. The same shall apply to a third person to whom both the transferor and the transferee have, without delay after the transfer of the business, dispatched notice to the above effect and who has received such notice.




	Article 43 (Performance of Obligations to Business Transferee)

	

	

	In the case mentioned in paragraph (1) of the preceding Article, a performance made to the transferee in respect of any obligation that has arisen from the business of the transferor shall be valid, in cases where the obligor effecting the performance has acted in good faith and without gross negligence.




	Article 44 (Liability of Business Transferee who has Made Advertisement of Obligation Acceptance)

	

	

	If, in cases where the transferee does not continue to use the transferor's trade name, he has made an advertisement to the effect that he will be liable for any obligation arising from the business of the transferor, the transferee shall also be liable to effect performance of such obligation.




	Article 45 (Duration of Liability of Business Transferor)

	

	

	If the transferee is liable for any obligation of the transferor in accordance with Article 42 (1) or the preceding Article, the obligation of the transferor in respect of a third person shall cease to exist after the lapse of two years subsequent to the transfer of the business or to an advertisement.
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Article 46 (Basic Commercial Activities) The following activities which are effected as business are called commercial activities: Provided, That this shall not apply to such activities as are effected by persons who manufacture articles or render services solely for the purpose of earning wages:  <Amended by Act No. 5053, Dec. 29, 1995; Act No. 10281, May 14, 2010>

 1. Sale of movables, immovables, valuable instruments and any other properties;

 2. Lease of movables, immovables, valuable instruments, and any other properties;

 3. Activities relating to the manufacturing, processing, or repairing;

 4. Activities relating to the supply of electricity, electric wave, gas, or water;

 5. Acceptance of contracts to complete works or to supply service;

 6. Activities relating to publishing, printing, or photographing;

 7. Activities relating to advertisements, communications, or information;

 8. Receiving and giving the credit, exchange, and other financial transactions;

 9. Transaction by facilities used by the public;

 10. Acceptance of agency for commercial transactions;

 11. Activities relating to brokerage;

 12. Activities relating to commission agency and any other intermediation;

 13. Acceptance of carriages;

 14. Acceptance of bailments;

 15. Acceptance of trusts;

16. Mutual savings accounts and other similar act;

 17. Insurance;

 18. Activities relating to the collection of minerals or soil and stone;

 19. Activities concerning financial lease of machinery, facilities and other properties;

 20. Acts concerning business by a consent to the use of trade name, trademark, etc.;

21. Acts concerning purchase, recovery, etc. of any business claims;

 22. Acceptance of payment settlement affairs using a credit card, electronic currency, etc.


Article 47 (Subsidiary Commercial Activities) (1) Activities effected by a merchant for the purpose of his/her business shall be deemed to be commercial activities.

(2) The activities of a merchant shall be presumed to be effected for the purpose of his/her business.


Article 48 (Methods of Agency) An activity by an agent for effecting commercial activities shall be effective for his/her principal, even if the agent has not disclosed the fact that he/she is acting on behalf of the principal: Provided, That when the other party did not know that the transaction was effected on behalf of the principal, he/she may demand performance to the agent.


Article 49 (Mandate) A person who has received a mandate for effecting commercial activities may effect activities for which he/she has not received any specific mandate in so far as such activities are not contrary to the essence of the mandate.


Article 50 (Continuation of Agency Authority) The agency authority granted by a merchant in respect of his/her business shall not be extinguished for the reason of the death of the principal.

 [This Article Wholly Amended by Act No. 10281, May 14, 2010]


Article 51 (Binding Force of Offer of Contract Inter Presentes) An offer to enter into a contract made inter presentes, shall lapse, if not immediately accepted by the offeree.


Article 52 Deleted. <by Amended by Act No. 10281, May 14, 2010>


Article 53 (Duty to Dispatch Notice of Acceptance or Rejection) When a merchant has received an offer to enter into a contract which falls within any of the branches of the business carried on by him from a person with whom he is in regular business relations, he shall dispatch notice of acceptance or rejection without delay. If he has neglected to dispatch such notice, he shall be deemed to have accepted the offer. 


Article 54 (Legal Rate of Interest in Commercial Activities) The legal rate of interest on obligations resulting from commercial activities shall be six percent per annum.  <Amended by Act No. 1212, Dec. 12, 1962>


Article 55 (Demand for Legal Interest) (1) When a merchant has loaned money to any other person in respect of his/her business, the merchant may demand the payment of legal interest thereon.

 (2) If a merchant has made substituted donation for another person within the scope of his/her own business, the merchant may demand legal interest thereon from the day on which the substituted donation was made.

 [This Article Wholly Amended by Act No. 10281, May 14, 2010]


Article 56 (Place of Performance of Obligation Arising out of Transaction at Branch Offices) If the place of performance of an obligation arising from a transaction by a creditor at a branch office has not been specified either by the nature of the activity or by any declaration of intention by the parties, the place of performance of any obligations, other than the delivery of a specific article, shall be deemed the place of such branch office.

 [This Article Wholly Amended by Act No. 10281, May 14, 2010]


Article 57 (Joint and Several Obligations of Obligors and Guarantors) (1) If two or more persons have assumed an obligation through a transaction which is a commercial activity in respect of one or all of them, they shall be liable jointly and severally for the obligation.

 (2) Where there is a guarantor, if the guaranty itself is a commercial activity, or if the principal obligation has arisen out of a commercial activity, the principal obligor and the guarantor shall be liable jointly and severally for the obligation.


Article 58 (Mercantile Lien) If a claim which has arisen from a commercial activity between merchants has become due, the obligee may, until he/she has obtained performance thereof, retain things or valuable instruments belonging to the obligor which have come into his/her possession through a commercial activity with the obligor. This shall not apply, however, in cases where there is any specific agreement between the parties.


Article 59 (Admission of Forfeited Pledge) The provisions of Article 339 of the Civil Act shall not apply to a pledge to secure an obligation arising out of a commercial activity.


Article 60 (Duty to Store Goods in Custody) In cases where a merchant has received a sample or any other items with an offer to enter into a contract which falls within a sector of his/her business, he/she shall, even though he/she rejects the said offer, store such goods in his/her custody at the expense of the offeror. This shall not apply, however, in cases where the value of the goods is insufficient to cover the expenses of custody, or where he/she sustains damage by such custody.


Article 61 (Merchant Right to Demand Remuneration) 


A merchant who has performed, on behalf of another person, an act within the scope of his own business may demand a reasonable remuneration in respect of such an act. 




Article 62 (Liability of Merchant who Accepted Deposit of Goods) 


A merchant who has accepted deposit of goods within the scope of his own business, even though he does not receive any remuneration thereof, shall exercise the care of a good manager. 




Article 63 (Business Hours and Performance of Obligation or Demand thereof) 


Where business hours have been fixed by Acts and subordinate statutes, or customs, the performance of an obligation or a demand for such performance shall be made only during such hours. 




Article 64 (Extinctive Prescription for Commercial Claim) 


Except as otherwise provided in this Act, a claim which has arisen through a commercial activity shall be extinguished by prescription if it is not exercised within five years: Provided, That if a shorter period for prescription is provided by other Acts and subordinate statutes, such provision shall apply. 




Article 65 (Valuable Instruments and Mutatis Mutandis Application) 


The provisions of Articles 508 through 525 of the Civil Act shall apply to valuable instruments issued for the purpose of payment of money, things, or other valuable instruments, and further the provisions of Article 12 (1) and (2) of the Bills of Exchange and Promissory Notes Act shall apply mutatis mutandis to the aforesaid valuable instruments. <Amended by Act No. 1212, Dec. 12, 1962> 




Article 66 (Quasi Commercial Transactions) 


The provisions of this Chapter shall apply mutatis mutandis to the transactions effected by merchants under the provisions of Article 5. 
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Article 67 (Rights of Seller for Deposit and Auction of Subject-Matter) 




(1) If, in the case of a sale between merchants, the buyer refuses or is unable to take delivery of the subject-matter of such sale, the seller may deposit it or may sell it by auction after he has given peremptory notice to accept within a reasonable period fixed by him. In such case, he shall dispatch notice of that fact to the buyer without delay. 


(2) If, in the case mentioned in the preceding paragraph, the seller is unable to give peremptory notice to the buyer, or the subject-matter is likely to lost or injured, he may sell it by auction without giving peremptory notice. 


(3) In cases where the seller has sold the subject-matter of the sale by auction in accordance with the provisions of the preceding two paragraphs, he shall deposit the balance after deducting cost of the auction from them: Provided, That he may appropriate the whole or a part of such proceeds to the purchase price. 




Article 68 (Rescission of Contract of Sale at Fixed Time) 


In a sale between merchants, if, according to the nature of the sale or any declaration of intention of the parties, the purpose of the contract cannot be attained unless it is performed at a fixed time or within a fixed period, and one of the parties has allowed the time to elapse without performance on his part, the other party shall be deemed to have rescinded the contract unless he immediately demands performance. 




Article 69 (Buyer's Duty to Examine Subject-Matter and to Notify Defects therein) 




(1) In the case of a sale between merchants, the buyer shall, upon taking delivery of the subject-matter, examine it without delay, and if he discovers any defects therein or any deficiency in quantity, he shall immediately dispatch notice thereof to the seller, otherwise, he has no right to rescind the contract, to demand a reduction in the price or to claim damages thereby. The same shall apply in cases where, within six months, the buyer discovers in the subject-matter of the sale a defect which was not immediately discoverable. 


(2) The provisions of the preceding paragraph shall not apply to the seller acting in bad faith. 




Article 70 (Buyer's Duty of Custody or Deposit of Subject-Matter) 




(1) In the case mentioned in the preceding Article, the buyer shall, even though he has rescinded the contract, hold the subject-matter of the sale in his own custody or deposit it at the seller's expense: Provided, That if it is likely to be lost or injured, he shall, with the permission of the court, sell it by auction, and shall hold the proceeds thereof in his own custody or deposit them. 


(2) When the buyer has effected a sale by auction in accordance with the provisions of the preceding paragraph, he shall dispatch notice of the fact to the seller without delay. 


(3) If the delivery place of the goods concerned is in the same Seoul Special Metropolitan City, Metropolitan City or Shi/Kun as the business office or domicile of the seller, the provisions of paragraphs (1) and (2) shall not be applicable. <Amended by Act No. 5053, Dec. 29, 1995> 




Article 71 (Idem-Case where Quantity is in Excess) 


The provisions of the preceding Article shall apply mutatis mutandis to the difference or exceeded parts, if the goods delivered by the seller to the buyer are different from the subject-matter of the sale or the quantity of the goods delivered exceed that of the sale. 
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Article 72 (Definition) 


A mutual account is formed when, in cases where merchants or a merchant and a non-merchant regularly transact with each other, they agree to set off the total amounts of the claims and of the obligations arising from their transactions within a fixed period and to pay the balance thereof. 




Article 73 (Special Provisions concerning Claims and Obligations Represented by Commercial Papers) 


In case where claims or obligations based upon a bill or any other commercial papers have been entered in the mutual account, and the obligor on such paper has failed to perform, the parties may remove the items relating to such obligations out of the mutual account. 




Article 74 (Period of Mutual Account) 


If the parties have not determined the period in respect of which the set-off is to be effected, such period shall be six months. 




Article 75 (Acknowledgement of and Objections to Statement of Account) 


When the parties have acknowledged a statement of account containing the various items of claims and obligations, they may not thereafter raise objections regarding any such items: Provided, That this shall not apply where there is an error or omission therein. 




Article 76 (Legal Interest in regard to Right to Balance) 




(1) In regard to the balance resulting from the set-off, the creditor may claim legal interest thereon from the day on which the account was closed. 


(2) Irrespective of the provisions of the preceding paragraph, the parties may agree to stipulate the interest on each item from the day on which it was entered in the mutual account. 




Article 77 (Termination) 


Each party may terminate the mutual account at any time. In such case, he may immediately close the mutual account and demand payment of the balance. 
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Article 78 (Definition) 


An undisclosed association is formed when the parties agree that one of them shall make a contribution toward the business of the other and they shall divide any profits accruing from such business. 




Article 79 (Contribution by Undisclosed Partner) 


The contribution made in terms of money or property by the undisclosed partner shall be regarded as the property of the proprietor of the business. 




Article 80 (Relation between Undisclosed Partner and Third Person) 


The undisclosed partner neither acquires rights nor incurs obligations with regard to the third persons through the acts of the proprietor. 




Article 81 (Liability for having Consented to Use Name or Trade Name) 


If the undisclosed partner has consented to the use of his name in the trade name of the proprietor of the business, or to the use of his own trade name as that of such proprietor, he shall be jointly and severally liable with the proprietor for any obligations subsequent to such use. 




Article 82 (Dividend of Profits and Bearing Part of Loss) 




(1) If the contribution of the undisclosed partner has been diminished by losses, he may not demand any dividend of profits until such loss has been compensated. 


(2) Even if the loss has exceeded the amount of the contribution, the undisclosed partner shall not be bound to return the profits which he has taken or to increase the capital. 


(3) The provisions of the preceding two paragraphs shall not apply in cases where there is an agreement between the parties. 




Article 83 (Termination of Contract) 




(1) If the duration of an undisclosed association has not been fixed by the contract of association, or if it has been agreed thereby that such association shall continue to exist during the life of one of the parties, either party may terminate the contract at the end of any business year: Provided, That the termination shall be notified to the other party six months prior to the termination. 


(2) Where unavoidable reasons exist, either party may terminate the contract at any time, irrespective of whether the duration of the association has been fixed or not. 




Article 84 (Termination of Contract) 


A contract of undisclosed association shall be terminated by any of the following reasons: 


1.Cessation or transfer of the business; 


2.Death of, or adjudication of incompetency against, the proprietor of the business; and 


3.Bankruptcy of the proprietor of the business or of the undisclosed party. 




Article 85 (Effect of Termination of Contract) 


Upon the termination of a contract of undisclosed association, the proprietor of the business shall return to the undisclosed partner the value of his contribution. In case, however, the contribution has been diminished by losses, only the balance need to be returned. 




Article 86 (Applicable Provisions) 


The provisions of Articles 272, 277 and 278 shall apply mutatis mutandis to the undisclosed partner. 
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Article 87 (Definition) 


A person who makes it his business to act on behalf of a particular merchant not as an employee of any person but as agent or broker in transactions falling within the class of business carried on by principal, is called a commercial agent. 




Article 88 (Duty to Notify) 


When a commercial agent has acted as agent or broker in any transactions, he shall dispatch a notice thereof to the principal without delay. 




Article 89 (Prohibition of Competitive Business) 




(1) Without the permission of the principal, a commercial agent shall not effect, for his own account or for the account of a third person, any transaction which falls within the class of business performed by the principal, or become a member with unlimited liability or a director of a company whose purpose is to engage in the same kind of business of the principal. 


(2) The provisions of Article 17 (2) through (4) shall apply mutatis mutandis if a commercial agent has been in contravention of the provisions of the preceding paragraph. 




Article 90 (Power to Receive Notices) 


A commercial agent entrusted with the sale of goods or with the brokerage relating thereto shall be entitled to receive notice of defects in the subjectmatter of the sale or deficiencies in their quantity, and any other notice relating to the performance of the contract for sale. 




Article 91 (Lien of Commercial Agent) 


A commercial agent may retain things or valuable instrument which he holds in his possession on behalf of the principal, in respect of any claim which has arisen from his agency or brokerage in a transaction and which has become due, until he has obtained performance thereof: Provided, That this shall not apply if there is any different agreement between the parties. 




Article 92 (Termination of Contract) 




(1) If the parties have not fixed the duration of the contract, either of them may terminate the contract by giving notice two-month prior to it. 


(2) The provisions of Article 83 (2) shall apply mutatis mutandis to the commercial agents. 




Article 92-2 (Claim for Compensation by Commercial Agent) 




(1) If the principal obtains new customers or his business transaction has increased remarkably through his commercial agent's activities, and he gains thereby any profits even after the contract is terminated, the agent may claim a reasonable compensation to the principal, except when the contract is terminated by any reason attributable to him. 


(2) The amount of the compensation as referred to in paragraph (1) may not exceed the average yearly remuneration in respect of the period of the last five years before the contract is terminated. If the duration of the contract is less than five years, it shall be based on the average yearly remuneration for such period. 


(3) The claim for compensation as referred to in paragraph (1) shall be extinguished upon the expiration of the period of six months after the contract is terminated. 
[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995] 




Article 92-3 (Duty of Commercial Agent to Keep Trade Secret) 


The commercial agent shall keep any trade secret of the principal which he has learned in connection with the contract, even after the contract is terminated. 
[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995] 
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Article 93 (Definition) 


A person who makes it his business to act as intermediary in commercial activities between other persons is called a broker. 




Article 94 (Broker's Power to Accept Performance on behalf of Parties) 


A broker may not accept, on behalf of the parties, either payment or any other performance in connection with the transaction in which he has acted as intermediary: Provided, That this shall not apply if there is any special agreement or custom. 




Article 95 (Duty to Keep Sample) 


If a broker has received a sample in connection with an activity in which he has acted as intermediary, he shall keep it in his custody until the activity has been completed. 




Article 96 (Duty to Deliver Contract Documents) 




(1) When a transaction has been effected between the parties, the broker shall, without delay, prepare documents containing the name or trade name of each party, the date and a summary of such contract, and after writing his name and affixing his seal or signing thereon, shall deliver such documents to each party. <Amended by Act No. 5053, Dec. 29, 1995> 


(2) Except in cases where performance is to be effected by the parties immediately, the broker shall, after having caused each party to write their names and affix their seals or sign on the documents mentioned in the preceding paragraph, deliver it to the other party. <Amended by Act No. 5053, Dec. 29, 1995> 


(3) If, in cases mentioned in paragraphs (1) and (2), one of the parties does not accept, write his name and affix his seal or sign on the document, the broker shall dispatch notice thereof to the other party without delay. <Amended by Act No. 5053, Dec. 29, 1995> 




Article 97 (Duty to Maintain Books) 




(1) The broker shall enter in his books the particulars mentioned in the preceding Article. 


(2) Either party may at any time demand of the broker the delivery of a copy of his books in connection with the activity in which the broker has acted as intermediary for him. 




Article 98 (Duty not to Disclose Name or Trade Name) 


If either party has demanded the broker not to disclose his full name or his trade name to the other party, the broker shall not enter such full name or trade name in the document mentioned in Article 96 (1) and in the copy mentioned in paragraph (2) of the preceding Article which are to be delivered to the other party. 




Article 99 (Responsibility of Broker) 


If the broker has not disclosed voluntarily, or in accordance with the provisions of the preceding Article, the full name or trade name of one of the parties to the other party, the latter may demand the broker to perform the terms of contract. 




Article 100 (Right to Demand Remuneration) 




(1) The broker shall not demand remuneration unless he has complied with the formalities prescribed in Article 96. 


(2) The broker's remuneration shall be borne by both parties in equal proportions. 
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Article 101 (Definition) 


A person who makes it his business to effect sales and purchases of goods or of valuable instruments in his own name for the account of other person is called a commission agent. 




Article 102 (Status of Commission Agent) 


By a sale and purchase effected for his principal, the commission agent directly acquires rights and incurs obligations with regard to the other party to the transaction. 




Article 103 (Ownership of Goods Consigned) 


Goods or valuable instruments which have been received by the commission agent from his principal, or goods, valuable instruments or claims acquired through sales and purchases by the commission agent, are deemed to belong to the principal so far as the principal and the commission agent or the principal and the commission agent's creditor are concerned. 




Article 104 (Duty to Notify Sale or Purchase and to Submit Statement of Account) 


If a commission agent has effected the sales or purchases consigned to him, he shall dispatch notice of a summary of the contract and of domicile and full name of the other partner, and he shall submit the statement of account thereof to his principal without delay. 




Article 105 (Liability of Commission Agent to Secure Performance) 


If the other party does not perform his obligation arising from sales or purchases which a commission agent has effected for his principal, the commission agent himself shall be liable for performance thereof: Provided, That this shall not apply where any special agreement or custom exists. 




Article 106 (Duty to Observe Designated Price) 




(1) If a commission agent has sold at a lower price or bought at a higher price than the price designated by his principal and the commission agent bears the difference, the sales or purchase shall be binding upon the principal. 


(2) When a commission agent has sold at a higher price or bought at a lower price than the price designated by his principal, the difference shall be deemed to be the profits of the principal unless otherwise agreed by the parties. 




Article 107 (Right to Intervention) 




(1) When a commission agent has received a commission to sell or purchase goods having the exchange quotation, he may directly become the buyer or seller. In such case, the price shall be determined by exchange quotation at the time when notice of sale or purchase was dispatched by the commission agent. 


(2) Even in the case mentioned in the preceding paragraph, the commission agent may demand remuneration from the principal. 




Article 108 (Effect of Damage or Defects, etc. in Consigned Goods) 




(1) When the commission agent becomes aware of, after having taken over the subject-matter of sale through a commission agency, the fact that there is damage or defect in the goods, or there is a fear of decomposition or decay of the goods, or commercial circumstances which show decline of commodity prices, he shall without delay dispatch a notice thereof to his principal. 


(2) If, in the case of the preceding paragraph, the commission agent is unable to receive the instruction of his principal or such instruction is delayed, the commission agent may take an adequate measure for the benefit of his principal. 
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