Understanding GST Compliance: A Complete Guide for New
Businesses

The Goods and Services Tax (GST) has revolutionized India’s tax system, aiming to unify the market
by simplifying the taxation process for goods and services. For new businesses, understanding GST
compliance is essential to avoid penalties and ensure smooth operations. This guide explores GST
compliance fundamentals, essential steps for new businesses, and tips for effective compliance
management.

Q What is GST Compliance?

GST compliance refers to adhering to the guidelines and regulations set under the GST framework. It
includes registering for GST, filing accurate returns, paying taxes timely, issuing correct invoices, and
keeping thorough records. Non-compliance can result in penalties, disrupted business operations, and
reputational damage.

@ Steps to Ensure GST Compliance
To ensure GST compliance, new businesses should follow these crucial steps:
1. GST Registration

e  Who Should Register?: Any business with an annual turnover above 340 lakh (or 10 lakh in
special category states) must register for GST.

e Types of GST Registrations:
o Regular taxpayer
o Composition scheme taxpayer

o Casual taxpayer

7 Tip: For small businesses with turnover up to 1.5 crore, opting for the composition scheme can
simplify GST compliance and reduce tax liability, although it restricts input tax credit (ITC)
eligibility.

2. Maintain Accurate Records

Maintaining detailed records is critical under GST as businesses need to keep track of sales,
purchases, inventory, and expenses. This includes issuing GST-compliant invoices and storing digital
records for easy access.

e Records to Maintain:
o Sales and purchase invoices
o Credit notes and debit notes
o Records of payment of tax, including input tax credit claims
@ Best Practice: Invest in GST-compliant accounting software for seamless record management.

3. Understand Invoicing Requirements



GST requires businesses to issue tax invoices for all taxable goods and services. Invoices should
include the GSTIN, HSN code for goods or SAC code for services, tax amount, and total value.

e Types of Invoices:
o Tax invoices for registered customers
o Bill of supply for exempted goods and composition taxpayers

o Export invoices for export sales

& Pro Tip: Double-check invoices to avoid errors that could delay ITC claims or cause compliance
issues.

GST Return Filing
4. Know Your Filing Frequency

GST returns must be filed regularly. There are multiple forms, each serving different purposes based
on business types, turnover, and taxpayer status. Common forms include:

e GSTR-1: Monthly/quarterly details of outward supplies.
¢  GSTR-3B: Summary of monthly tax liabilities.

e GSTR-9: Annual return summarizing yearly transactions.

@ Important: Missing return deadlines attracts late fees and interest, increasing the compliance
burden.

5. Claim Input Tax Credit (ITC)

Input Tax Credit (ITC) allows businesses to reduce their tax payable on purchases from their GST
payable on sales. To claim ITC:

o Ensure that your suppliers file returns and pay taxes on time.
e Keep accurate records of purchase invoices.

e Verify that GSTIN and invoice details are correct in the returns filed.

7 Tip: Use the GST portal’s reconciliation tool to match purchase invoices with supplier filings for
smooth ITC claims.

O Composition Scheme — A Simple Compliance Option for Small Businesses

The Composition Scheme is an option for businesses with a turnover of up to X1.5 crore (X75 lakh
for service providers). Under this scheme:

o Businesses pay GST at a lower rate (1% for manufacturers/traders, 5% for restaurants).
e Quarterly filing is required instead of monthly.
e ITC cannot be claimed.

Benefits:



e Reduced tax rates and simpler compliance requirements

o FEasier bookkeeping due to fewer invoices and documents needed

@ Remember: Composition scheme participants must file CMP-08 quarterly and GSTR-4 annually,
and display “Composition Taxable Person” on invoices.

£l E-Way Bill Requirements for Goods Movement

For the movement of goods worth more than 350,000, generating an e-Way Bill is mandatory. This
electronic document helps track goods in transit and ensures that taxes are paid on high-value
transactions.

o Key Details in e-Way Bill:
o Details of the consignor, consignee, and transporter
o GSTIN of registered parties

o Description and value of goods transported

¥ Tip: Use the GST E-Way Bill portal to generate and manage e-Way Bills to stay compliant.

GST Reconciliation: Key to Accurate Filing

Reconciling GST records, especially purchase data, is essential to prevent errors in filings and avoid
penalties. GST reconciliation compares a business’s records with data from the GST portal to verify
consistency.

e  Why Reconciliation Matters:
o Ensures ITC accuracy and timely claim.

o Avoids discrepancies that could trigger audits.

@ Best Practice: Perform monthly reconciliations using the GST portal’s tools or GST-compliant
software to simplify the process.

[31) Annual Returns and Audits

Filing the GSTR-9 annual return is mandatory for businesses with a turnover exceeding 32 crore. It
provides a summary of yearly transactions, taxes paid, and ITC claims. Additionally, businesses with
a turnover above 5 crore need to complete GSTR-9C, a GST audit form.

Benefits of Annual Returns:
e Provides a comprehensive summary of tax data, reducing audit risk.

e Acts as a self-certification process that verifies correct GST compliance.

7 Pro Tip: Start preparing for GSTR-9 and GSTR-9C early to avoid last-minute errors and penalties.



& Managing GST Compliance with Technology

Using technology for GST compliance can ease the burden of regular filings, data management, and
invoicing. Many GST-compliant software platforms offer features like:

e Automated tax calculations
e Invoice generation and customization
e ITC tracking and reconciliation

e Deadline alerts

@ Best Practice: Tmplement a GST-compliant ERP system to integrate invoicing, e-Way Bill
generation, and filing tasks under a single system for efficiency.

X? Common GST Compliance Challenges and Solutions
1. Complex Return Filings:

o Solution: Follow a monthly compliance checklist and use software to automate
filings.

2. Error-Prone Invoicing:

o Solution: Train employees on GST requirements and use accounting tools with built-
in compliance checks.

3. ITC Mismatch:

o Solution: Regularly communicate with suppliers to ensure timely filings and perform
monthly reconciliations.

4. e-Way Bill Complications:

o Solution: Automate e-Way Bill generation through integrated GST software to avoid
delays in goods movement.

Importance of Professional Assistance

While new businesses may be able to manage basic GST tasks, professional assistance from a CA
firm can ensure accurate compliance, timely filings, and optimized tax benefits. CAs can assist with:

e Registration and regulatory requirements
e Regular GST return filing
e Reconciling ITC claims

e Resolving compliance issues or disputes

7 Tip: Partnering with a CA firm helps businesses focus on growth while maintaining tax
compliance.

Conclusion



Understanding and maintaining GST compliance is a continuous process that involves regular updates
to align with the latest regulations. For new businesses, establishing robust GST practices from the start
will avoid penalties and ensure smooth, efficient operations. With GST-compliant software, professional
guidance, and a proactive approach, businesses can not only meet compliance needs but also optimize
their tax strategies for better financial health.

Implement these GST compliance practices to lay a strong foundation for sustainable growth, and
consult with a CA for tailored advice to ensure full compliance.



