
5 things early-stage start-ups 
must be aware of to avoid 
GST notices

The last decade has witnessed an exponential rise in 

the start-up ecosystem in the country. While the 

COVID-19 outbreak and the effects of the lockdown in 

2020 may have dented this ecosystem, the year 2021 

registered a return on the growth trajectory. Today, the 

start-up ecosystem in India, which had started as a 

software-intensive hub, is now industry and location 

agnostic and has expanded leaps and bounds across 

industries and service sectors. This has been possible 

on account of various government initiatives, the 

availability of skilled workers, access to capital, and a 

supportive business environment. This has, in turn, led 

to steady growth for the country in the ranks of ‘ease of 

doing business.’

Amongst the diversified government measures that 

encourage start-ups in India, GST is the most critical 

one as far as the indirect tax perspective is concerned. 

While the compliances have been largely simplified vis-

à-vis the erstwhile regime, the government (through the 

GST Council) has in recent times upped the ante on the 

administration and vigilance front through extensive use 

of technology to plug revenue leakages and to curb tax 

frauds. 

In such a scenario, here are five things that start-ups 

should be mindful of, particularly in the early stages of 

doing business: 

Thorough understanding of GST implications

GST levy is transaction-based and applicable even on 

one-time non-routine transactions, including specified 

supplies not involving any consideration (like related 

party transactions)- It is imperative that a thorough 

analysis is undertaken to ascertain the GST 

implications, including the applicable HSN Code/SAC 

along with discharging the tax appropriately thereon, to 

mitigate the risk of any dispute and ensuing interest and 

penal consequences. 

Knowing the statutory requirements

Similarly, the relevant statutory compliances should be 

adhered to within the prescribed timelines, such as 

GSTR-1 (details of outward supplies), GSTR-3B 

(summary return), GSTR-9 (annual return), GSTR-9C 

(reconciliation statement), e-invoicing (i.e. IRN & QR 

Code on invoices), e-way bills (for transportation of 

goods), Letter of Undertaking (LUT) for exports without 

payment of GST, display of GST registration certificate 

and GSTIN at appropriate place in the office premises, 

and allied compliances. The use of appropriate 

technology/tools will enable to mitigate any errors that 

may certainly help keep any non-compliances at bay.  
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Vendor evaluation and proper ITC availment

The government has tightened the conditions for 

claiming input tax credit (ITC) over the past six years. 

This involves availing of credit only to the extent of 

transactions disclosed by the suppliers in their GSTR-1s 

and, in turn, reflecting in GSTR-2B of the purchaser. To 

add to this, we have seen recent judicial 

pronouncements upholding the disallowance of ITC to 

the purchaser where the supplier has failed to pay the 

corresponding tax to the exchequer. Hence, it has 

become imperative to evaluate the KYC and compliance 

records (GST returns and e-invoicing) of the vendors 

before onboarding them and to have relevant 

safeguards in place in case of any dispute raised by the 

GST authorities in the future. Similarly, the ITC 

availment should be in consonance with the prescribed 

conditions and procedures and periodic reconciliations 

should be carried out to avoid any mismatch 

notice/intimation from the tax authorities. 

Robust accounting mechanism

A robust accounting system is the heart of any 

business. A suitable ERP system should be 

implemented, and competent manpower should be 

hired to ensure synchronization between books and 

GST returns (vis-à-vis other tax laws) to avoid any non-

compliance.

Periodic review/health check

As the business operations grow and the volumes 

increase, it would only be prudent to periodically review 

the positions adopted and compliances undertaken to 

see that there is no inadvertent non-compliance.

It is often seen that in the start-up ecosystem, 

particularly in the nascent stages, ‘tax’ is not at the 

forefront of the management. However, having – (i) 

Standard Operating Procedures (SOPs) with necessary 

checks in place, (ii) basic knowledge of the law and 

appropriate partners to support in various tax matters, 

and (iii) competent in-house manpower coupled with 

relevant technology would certainly alleviate the 

possibility of tax anomalies and inconsistencies for any 

start-up. 
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About Nexdigm
From inception, our founders have propagated a culture that values 
professional standards and personalized service. An emphasis on 
collaboration and ethical conduct drives us to serve our clients with 
integrity while delivering high quality, innovative results. We act as 
partners to our clients, and take a proactive stance in understanding 
their needs and constraints, to provide integrated solutions. Quality at 
Nexdigm is of utmost importance, and we are ISO/IEC 27001 certified 
for information security and ISO 9001 certified for quality 
management.

We have been recognized over the years by global organizations, like 
the International Accounting Bulletin and Euro Money Publications, 
World Commerce and Contracting, Everest Group Peak Matrix® 
Assessment 2022, for Procurement Outsourcing (PO) and Finance 
and Accounting Outsourcing (FAO), ISG Provider Lens  Quadrant 
2023 for Procurement BPO and Transformation Services and Global 
Sourcing Association (GSA) UK.

Nexdigm resonates with our plunge into a new paradigm of business; 
it is our commitment to Think Next.

Reach out to us at ThinkNext@nexdigm.com

USA Canada Poland UAE India Hong Kong Japan

Follow us on Listen to our 
podcasts on all 
major platforms

Nexdigm is an employee-owned, privately held, independent global 
organization that helps companies across geographies meet the 
needs of a dynamic business environment. Our focus on problem-
solving, supported by our multifunctional expertise enables us to 
provide customized solutions for our clients.

We provide integrated, digitally driven solutions encompassing 
Business and Professional Services, that help companies navigate 
challenges across all stages of their life-cycle. Through our direct 
operations in the USA, Poland, UAE, and India, we serve a diverse 
range of clients, spanning multinationals, listed companies,
privately-owned companies, and family-owned businesses from
over 50 countries.

Our multidisciplinary teams serve a wide range of industries, with a 
specific focus on healthcare, food processing, and banking and 
financial services. Over the last decade, we have built and leveraged 
capabilities across key global markets to provide transnational 
support to numerous clients.
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