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Following activities you will do when you will establish a workshop/factory in India
1- Activity 1-
Buying of Raw material

a- From Indian Vendor ( Domestic Purchase )

b- From Foreign Vendor ( Import Purchase )

2- Activity 2-
Processing Job on raw material through machine, technology & labor

3- Activity 3-
Selling of Goods

a- To Indian Customer ( Domestic Sale )

b- To Foreign Customer ( Export Sale )

4- Earning Income
Following tax is being discussed in this presentation

1- Import Duty

2- Export Duty

3- VAT

4- Excise

5- Octroi

6- PF

7- PT

8- ESIC

9- Income Tax

Clarification

Clarification 1-
Before giving this presentation I want to clarify that Indian Government is going to implement shortly a unified tax system on Goods & Services called GST after this you have to pay only GST not VAT,Excise & Service Tax and no any state tax on goods. 
Clarification 2-

This presentation is a general presentation to give an idea to operate a manufacturing/workshop unit in India, we can do specifically if you assign a specific data like name of matetial inward and outward after process and where is your factory/workshop and where your dispatches will be.

Clarification 3-  

In this presentation I will refer “Company A” as a your company

Activity wise  tax compliance

Activity 1-
Buying of Raw material

a- From Indian Vendor ( Domestic Purchase )

There is mainly two type of tax

1- Octroi

If we buy from domestic supplier there is no tax shall be levied on company A, however company will pay octroi if during transportation goods enter in a municipal area. This otroi basically a local tax levied by local authority and tax range is maximum 1% of goods value. And this will depend where your factory exist and what is the path for material transportation, if any municipal border comes in between transportation then octroi will be levied otherwise not.
However at this domestic purchase the domestic supplier will charge VAT and Excise on this bill and we pay this to domestic supplier, but this we can get credit from our output taxes ( VAT & Excise ) on sales.
b- From Foreign Vendor ( Import Purchase )

There is mainly two type of tax

2- Import Tax ( Import Duty, Additional Duty & CVD )

3- Octroi

If we buy from foreign supplier there is import tax ( say import duty , Additional duty and CVD, it shall be ranged from 1% to 23% depending upon the items ) shall be levied on company A, Here we can get duty rebate if the person who is importing is having EPCG license or DEPB.

And company will also pay octroi if during transportation goods enter in a municipal area. This otroi basically a local tax levied by local authority and tax range is maximum 1% of goods value. And this will depend where your factory exist and what is the path for material transportation, if any municipal border comes in between transportation then octroi will be levied otherwise not.

Activity 2-
Processing Job on raw material through machine, technology & labor

There is mainly 3 taxes-

1- PF ( Provident fund contributed by employer )

2- PT ( Professional Tax )

3- ESIC ( Employee State Insurance Corporation )

During processing we mainly use labor/salary or machine/technology. There is a tax component on this labor/salary payment. 1st is PF that each employer has to pay at a certain % on basic salary of his labor/employee to the Goevrnment. ( there is Maximum slab for PF payment but it is optional and depending upon the company willing to provide remuneration benefit to employee but general slab is near to 800 INR per employee per month that you have to pay. ) 
Other than PF we have to pay Professional Tax ( PT ). This is state tax and it depend in which state you are establishing your factory, generally in Maharastra, Gujrat & Karnataka This tax is applicable and maximum pay out is 2500/- per annum.

Beside PF & PT we have to pay ESIC if we keep low salary slab employee that is insurance scheme operated by government for labor welfare.

Activity 3-
Selling of Goods

To Indian Customer ( Domestic Sale )

If we sell goods to Indian Customer there is generally two type of taxes

1-Excise

2-VAT

1- Excise ( On Sale Assesable Value, rate range is from 4% to 16%  plus education cess of 3% on tax)

2- VAT ( Payable on Value arrived after adding abovementioned excise, rate range is from 4% to 16%  plus education cess of 3% on tax)
To Foreign Customer ( Export Sale )

If we sell goods to Foreign Customer there is generally three type of taxes

1-Excise

2-VAT

3- Export Taxes ( Export Duty )

a- Excise ( On Sale Assesable Value, rate range is from 4% to 16%  plus education cess of 3% on tax)

b- VAT ( Payable on Value arrived after adding abovementioned excise, rate range is from 4% to 16%  plus education cess of 3% on tax)

c- Export duty is on commercial invoice value and rate range is also from 0% to 23% depending upon the items. Here we can get duty rebate if the person who is exporting is having EPCG license or DEPB. 

What is EPCG license ? : 
Full form of EPCG is Export Promotion Capital Goods means if the Company  A who has imported CAPITAL GOODS then the Company A can only be entitled to get duty rebate on Import or export off course there are certain other parameter that is the company who has EPCG license has to fulfill export obligation ( Export Target ) in 8 year block otherwise all duty rebate will be collected from them with interest since start. 

Activity 4- Earning Income 

There is only one tax in India on earning income by the company is Income Tax ( Corporation Tax ) on net profit @ 30% + Surcharge 10% +Education Cess of 3% total 33.99%.

If Company A distribute his profit to his shareholder as a dividend there is a dividend tax @ of 15% on declared dividend.

Clarity Discussion

For clarity I want to clarify following things.

1- TDS ( Withholding tax)  is not a tax to company, it is vendor/employee’s payable payment that Company A deduct from his payment and deposit it to government and give him certificate that Company A have deducted and deposited this tax to government on behalf of vendor/employee.

2- EPCG license benefit is only available to that company who actually import the Capital Goods in his own name.

