Business Licensing and Compliance in India: 3

A Strategic Imperative for Startups and Private Limited Companies

Introduction

In India’s evolving business landscape, launching and operating a business requires more than
innovation and funding. Navigating the complex regulatory environment, obtaining necessary
licenses, and maintaining statutory compliance are fundamental to building a legally sound

and investor-friendly enterprise.

For startups, MSMEs, and private limited companies, compliance is not just a statutory
obligation—it is the bedrock of corporate governance, operational continuity, and long-term
success. This article provides a detailed overview of essential business licensing and
compliance requirements under Indian law, with specific reference to the Companies Act,
2013, Foreign Exchange Management Act (FEMA), Income Tax Act, 1961, GST laws, and

industry-specific regulations.
1. The Regulatory Landscape for Indian Businesses

India's regulatory framework is governed by multiple statutes aimed at ensuring corporate
transparency, fair business practices, and compliance with domestic and international

obligations. Key laws include:

The Companies Act, 2013

The Foreign Exchange Management Act (FEMA), 1999

The Income Tax Act, 1961

The Central Goods and Services Tax (CGST) Act, 2017

State-specific labour and commercial laws

Sector-specific regulations (FSSAI, BIS, Legal Metrology, CPCB, CDSCO, WPC, DGFT,

etc.)
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Compliance with these legislations is crucial for:

e Conducting lawful business operations
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e Mitigating personal liability for directors and officers
¢ Enhancing credibility with investors, banks, and regulatory bodies

e Facilitating access to capital, contracts, and markets

Non-compliance may lead to penalties, reputational damage, director disqualification, and

even closure of business operations.
2. Mandatory Business Licenses and Registrations

2.1 Company Incorporation (Companies Act, 2013)

The first legal step for any business operating as a private limited company is incorporation

under the Ministry of Corporate Affairs (MCA). The process involves:

¢ Name Reservation: Using SPICe+ Part A

e Filing Incorporation Documents: Through SPICe+ Part B along with MOA and AOA

e Statutory Identification: Obtaining PAN, TAN, and GST registration where applicable
e Declaration of Commencement (Form INC-20A): Mandatory filing within 180 days of

incorporation to commence business operations

This incorporation creates a distinct legal identity, limits liability, and enhances credibility

with investors and regulators.
2.2 Goods and Services Tax (GST) Registration

Any business exceeding the prescribed turnover threshold must obtain GST registration under
the Central Goods and Services Tax Act, 2017. Even below-threshold businesses often opt for
voluntary registration to benefit from Input Tax Credit (ITC).

2.3 Shops and Establishment Registration

All commercial establishments shall register under the applicable Shops and Establishments
Act of their respective state. This registration is crucial for labour law compliance, working

hours regulation, and employee welfare measures.
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2.4 Trade License from Local Authority

A Trade License, issued by the local municipal authority, is required to operate any business
within city limits. This ensures that business activities comply with public safety, hygiene, and
zoning regulations.

2.5 Import Export Code (IEC)

For entities engaging in import or export, obtaining an IEC from the Directorate General of
Foreign Trade (DGFT) is mandatory. IEC is also essential for compliance with FEMA guidelines.

2.6 Sector-Specific Licenses

Certain industries require additional regulatory approvals, such as:

License Applicable Sector
FSSAI License For food businesses
BIS Certification For electronics, appliances, and

manufacturing sectors

Legal Metrology (LMPC) Registration For pre-packaged commodities

Drug Manufacturing or Sale License For pharmaceutical and cosmetic businesses
Extended Producer Responsibility (EPR) | For handling plastic waste, battery waste, e-
Registration waste, tyre waste and used oil

WPC ETA Approval For wireless and Bluetooth devices

Ayush License For Ayurvedic products

Failure to obtain appropriate licenses may lead to business closure, penalties, or product
seizure.

3. Company Secretarial Compliance: Legal Backbone of

Corporate Governance

3.1 Statutory Filings under the Companies Act, 2013
Private companies must adhere to strict filing requirements, including:
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Compliance Obligation Form |[Timeline Legal Reference
Appointment of Auditor ADT-1 ||Within 30 days Section 139
Declaration of Business Commencement |INC-20A|Within 180 days Section 10A
Filing of Annual Return MGT-7 |Within 60 days of AGM |Section 92

Filing of Financial Statements AOC-4 (Within 30 days of AGM |[Section 137

3.2 Board and Shareholder Meetings

e Conduct the First Board Meeting within 30 days of incorporation.

e Hold at least four Board Meetings annually with a maximum gap of 120 days between
two meetings.

e Convene the Annual General Meeting (AGM) within six months of from the end of the

financial year.
3.3 Maintenance of Statutory Registers

The Companies Act, 2013 mandates the maintenance of a total of 15 statutory registers. While
some of these registers are compulsory for all companies, others become applicable only upon

the occurrence of specific events.

1. Register of Members: Section 88 read with Rule 3 of Companies (Management and
Administration) Rules, 2014

2. Register of Directors and KMP: Section 170(1) read with Rule 17 of Companies
(Appointment and Qualification of Directors) Rules, 2014)

3. Register of Charges: Section 85 read with Rule 10 of Companies (Registration of
Charges) Rules, 2014.

4. Register of Debenture-holders and other Security Holders: Section 88 r/w Rule 4 of
Companies (Management and Administration) Rules, 2014

5. Foreign Register: Section 88 read with Rule 7 of Companies (Management and
Administration) Rules, 2014.
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10.

1.

12.

13.

14.

15.

Register of Deposits: Sections 73, 76 read with Rule 14 of Companies (Acceptance of
Deposits) Rules, 2014.

Register of Sweat Equity Shares: Section 54 read with Rule 8(14) of Companies (Share
Capital and Debentures) Rules, 2014

Register of Employees Stock Options: Section 62(1)(b) read with Rule 12 (10) of
Companies (Share Capital and Debentures) Rules, 2014.

Register of Investments not held in Company’s name: Section 187 read with Rule 14
of Companies (Meetings of Board and its Powers) Rules, 2014

Register of loans, Guarantees, and securities: Section 186(9) read with Rule 12 of
Companies (Meetings of Board and its Powers) Rules, 2014

Register of contracts in which directors are interested: Section 189 read with Rule
16 of Companies (Meetings of Board and its Powers) Rules, 2014

Register of Securities bought back: Section 68(9) read with Rule 17 (12) of Companies
(Share Capital and Debentures) Rules, 2014

Register of Significant Beneficial Owner (SBO): Section 90 read with Rule 5 of
Companies (Significant Beneficial Owners) Rules, 2018.

Register of Renewed or duplicate share certificates: Section 46 read with Rule 6(3)
of Companies (Share Capital and Debentures) Rules, 2014

Register of Postal Ballot: Section 110 read with Rule 22(10) of Companies (Management
and Administration) Rules, 2014

Other Registers

Attendance Register
Share Transfer Register
Fixed Asset Register
Proxy Register

Application and Allotment Register

Failure to maintain these registers may render company decisions invalid and expose directors
to legal consequences.

4. FEMA Compliance for Cross-Border Transactions
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For foreign-invested companies, startups receiving FDI, or entities involved in international
transactions, compliance under the Foreign Exchange Management Act (FEMA) is crucial. Key
requirements include:

e Filing of Form FC-GPR: For reporting inward foreign investment
¢ Annual FLA Return: Disclosing foreign assets and liabilities to the RBI
e Pricing Guidelines Compliance: Ensuring valuation matches FEMA requirements

e ECB Reporting: For external commercial borrowings

Non-compliance can attract hefty fines and restrict access to the Indian financial system.

5. Consequences of Non-Compliance: Financial, Legal, and Reputational Risks
Non-compliance can have severe consequences, such as:

¢ Financial penalties, including Y100 per day for delayed ROC filings

¢ Disqualification of directors (Section 164, Companies Act, 2013)

o Strike-off of the company by ROC under Section 248 of the Companies Act, 2013
e [Ineligibility for funding, tenders, and contracts

e Criminal prosecution for willful non-compliance or fraud

Startups, in particular, shall be vigilant to avoid compliance lapses that can hinder growth or

result in regulatory sanctions.
6. The Importance of Professional Compliance Management

In today’s dynamic regulatory environment, professional compliance services are not a luxury—

they are a necessity. Benefits of engaging compliance experts include:

¢ Timely filings and reduced exposure to penalties
e Proactive legal updates and risk management
¢ Industry-specific licensing and regulatory support

e Assistance in maintaining statutory registers and corporate records
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Outsourcing compliance allows founders and management to focus on growth while ensuring

legal security.
7. Why Businesses Choose Compliance and Licensing Partners
Partnering with experienced compliance service providers offers:

¢ End-to-end compliance management
e Representation before regulatory authorities
¢ Industry-specific advisory for complex licensing matters

e Documentation, monitoring, and governance support

A trusted compliance partner acts as a shield against legal uncertainty and regulatory

disruptions.
Conclusion

Incorporating and operating a business in India requires a robust understanding of regulatory
compliance, from company incorporation and licensing to secretarial filings and FEMA
compliance. For startups, MSMEs, and private limited companies, early investment in
compliance is crucial to sustaining operations, accessing funding, and maintaining corporate

credibility.

By engaging professional advisors, businesses can not only meet their legal obligations but also

build a resilient and future-ready enterprise.
Disclaimer:

This article is intended to provide general information based on the laws and regulations in
force at the time of publication. No responsibility is undertaken to update the content to
reflect subsequent legal or regulatory changes. The information shared herein is for
informational purposes only and should not be construed as legal, financial, or professional
advice. CertificationsBay accepts no liability for any loss or damage incurred by any person

relying on this article or acting or refraining from acting based on its contents. Readers are
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strongly advised to seek professional advice tailored to their specific situation before making

any decisions. This article does not replace the need to consult the original statutory

provisions, notifications, or official guidelines.
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