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Overview

Expanding your business into India by setting up a subsidiary is a strategic move that
offers access to one of the world's fastest-growing markets. However, navigating the process
of establishing a subsidiary can be complex due to India's unique legal, financial, and
regulatory landscape. This guide outlines the process of setting up a subsidiary in India,
highlighting key steps, legal requirements, and potential challenges.

What is a Subsidiary in India?

A subsidiary in India is a company that is owned and controlled by a foreign parent
company. The subsidiary operates as an independent legal entity, with its own management
and operations, but the parent company retains significant control over its activities. The
subsidiary can be structured as a Private Limited Company, Public Limited Company, or
Limited Liability Partnership (LLP), depending on the business needs and strategic
objectives.

How to Establish a Subsidiary in India

1. Choose the Appropriate Business Structure
○ Private Limited Company: Ideal for small to medium-sized enterprises,

offering limited liability to shareholders and a simpler regulatory framework.
○ Public Limited Company: Suitable for larger companies planning to raise

capital through public offerings.
○ Limited Liability Partnership (LLP): A flexible structure that combines the

benefits of limited liability with the operational flexibility of a partnership.
2. Obtain Name Approval

○ The first step in establishing a subsidiary is to choose a unique company
name and obtain approval from the Ministry of Corporate Affairs (MCA). The
name should comply with the naming guidelines set by the MCA.

3. Draft and File Incorporation Documents
○ Prepare the Memorandum of Association (MOA) and Articles of Association

(AOA), which define the company’s purpose, scope of activities, and
governance structure. These documents must be filed with the MCA, along
with the incorporation application.

○ Notarization and Apostille/Legalization: Notarization and
apostille/legalization of documents are mandatory in the case of international
subscribers or directors. This ensures the legal validity of the documents in
India.

4. Complete Director and Shareholder Requirements
○ Appoint at least two directors, one of whom must be an Indian resident.

Ensure that all directors have a valid Director Identification Number (DIN) and
Digital Signature Certificate (DSC). Determine the shareholding structure and
issue shares to the parent company or other shareholders.

5. Register for Taxation and Compliance



○ Permanent Account Number (PAN) and Tax Account Number (TAN):
Apply for PAN and TAN for tax compliance.

○ Goods and Services Tax (GST) Registration: Register for GST if the
subsidiary engages in taxable supply of goods or services.

○ Employee-Related Compliance: Register for the Employee Provident Fund
(EPF) and Employee State Insurance (ESI) to comply with labor laws.

6. Open a Corporate Bank Account
○ Once the company is incorporated, open a corporate bank account in India.

This account will be used for all financial transactions, including capital
infusion, operational expenses, and regulatory payments.

7. Meet Ongoing Compliance Obligations
○ Annual Filings: Submit annual returns, financial statements, and compliance

certificates to the MCA.
○ Tax Filings: Ensure timely filing of income tax, GST, and other relevant taxes.
○ Statutory Audit: Appoint a statutory auditor to conduct an annual audit of the

subsidiary’s financial statements.

Challenges in Setting Up a Subsidiary in India

Setting up a subsidiary in India involves navigating a complex regulatory environment,
which can be challenging for foreign companies unfamiliar with local laws. Common
challenges include:

● Regulatory Compliance: India’s regulatory framework can be intricate and
time-consuming, requiring attention to detail and adherence to various laws and
regulations.

● Cultural Differences: Understanding and adapting to India’s unique business culture
is crucial for successful operations.

● Taxation: India’s tax system is multi-layered and requires careful planning to ensure
compliance and optimize tax benefits.

Conclusion

Establishing a subsidiary in India offers significant growth opportunities for foreign
businesses. By following the right steps, understanding the legal requirements, and
planning strategically, your company can successfully enter the Indian market and capitalize
on its potential. Working with experienced local advisors can help navigate the complexities
and ensure a smooth and compliant setup process.

Simplify Your Global Expansion with Soarcio

Why spend months setting up a new entity when you can enter Indian markets with ease?
Soarcio's expert team, combined with cutting-edge technology, enables you to navigate the
complexities of international expansion without the need to establish local entities or
subsidiaries.

Reach out to us today to learn how we can simplify your global expansion journey and help
you succeed in India.



Setting up a Subsidiary in India: Essential Insights for Success

Establishing a subsidiary in India is a strategic move that requires meticulous planning, time,
and resources. With varying rules and regulations across states, the process can become
even more complex. This is where Soarcio steps in to guide you through the challenges,
ensuring a smooth and compliant setup.

How to Establish an India Subsidiary

Before diving into the process of setting up a subsidiary in India, it's important to consider
several key factors. Start by identifying the specific sector or industry you wish to enter.
India’s Foreign Direct Investment (FDI) regulations differ across sectors, so it’s crucial to
verify whether prior approval from the Reserve Bank of India (RBI) is necessary before
proceeding.

Incorporating a company in India is a detailed process that demands significant time and
resources. Most companies opt to establish either a private limited or public limited
subsidiary, depending on their intended level of activity in the country. The incorporation
process typically involves the following steps:

1. Reserve a Business Name: This is done through the Registrar of Companies (ROC).
2. Obtain a Director Identification Number (DIN.
3. Obtain a Digital Signature Certificate (DSC).
4. File an Incorporation Application
5. Prepare the Memorandum and Articles of Association: These documents outline the

company's structure and governance.
6. Certificate of Incorporation: After thorough review and approval by local authorities,

this certificate will be issued. Additionally, the Permanent Account Number (PAN),
Tax Deduction and Collection Account Number (TAN), and Corporate Identity
Number (CIN) are allotted at the time of registration.

For international subscribers or directors, notarization and apostille/legalization of
documents are mandatory. Once the subsidiary in India is incorporated, a declaration of
receipt of the subscription amount and verification of the registered office must be filed within
182 days of incorporation and before commencing business. Additionally, the first auditor of
the company should be appointed during this period.

Understanding India’s Subsidiary Laws

India's subsidiary laws can vary significantly depending on the location. Each state in India
operates almost like a separate jurisdiction, with distinct cultural practices, languages, and
regulatory frameworks.

India's subsidiary laws can differ significantly based on location. Each state operates almost
like a separate jurisdiction, with its own cultural practices, languages, and regulatory
frameworks.

The rules for incorporation also vary depending on the type of subsidiary you intend to
establish:



● Private Limited Company: Ideal for small or medium-sized enterprises, private
limited companies are favored due to their relatively fewer reporting requirements.
While India has no minimum capital requirement for private companies, many opt to
incorporate with some capital. These companies require at least two members and
two directors (with a maximum of 15). Financial statements must be prepared, and a
statutory audit must be completed within six months of the fiscal year-end.

● Public Limited Company: Public companies must adhere to Securities and
Exchange Board of India (SEBI) regulations. According to India’s subsidiary laws, a
minimum paid-up capital is required, along with at least seven subscribers. Public
companies also need a minimum of three directors, but no more than 15. The
accounting and auditing requirements are similar for both public and private
subsidiaries.

Maintaining an Indian subsidiary requires a significant investment of time and resources.
The first Annual General Meeting (AGM) of the company must be held within nine months
from the close of the first financial year, with subsequent AGMs held within six months of the
year’s close. Additionally, quarterly board meetings are mandatory, with no more than 120
days between meetings, and every director is required to attend at least one meeting per
year. Annual statements of account and annual returns must be filed with the Registrar of
Companies within the specified deadlines

Benefits of Establishing an India Subsidiary

Setting up a subsidiary in India offers numerous advantages. A subsidiary provides limited
liability from the parent company, with shareholders limited by the amount they invest,
thereby protecting the parent company from potential losses or litigation. Additionally,
establishing a subsidiary allows companies to create workplace rules and company culture
tailored to the local environment, which may differ from the parent company.

Other Important Considerations

However, every company that establishes a subsidiary in India will encounter specific
challenges. The entire incorporation process, from start to finish, requires substantial time
and financial investment. Additionally, hiring experts in India subsidiary laws and compliance
or engaging a local legal expert is essential to ensure the company remains compliant with
Indian regulations.

Simplify Your Global Expansion with Soarcio

Why spend months setting up a new entity when you can enter Indian markets with ease?
Soarcio's expert team, combined with cutting-edge technology, enables you to navigate the
complexities of international expansion without the need to establish local entities or
subsidiaries.

Reach out to us today to learn how we can simplify your global expansion journey and help
you succeed in India.




