
Scope of term ‘Proceedings’ 
under GST I The mystery 
continues!



‘The essence of law lies in the spirit, not its letter, for the letter is significant only as being the external manifestation 
of the intention that underlies it’ – Salmond

Background
The term ‘Proceedings’ has been used in different context in various provisions under GST law. Infusion of such 
words inter alia in provisions relating to advance ruling and concurrent jurisdiction to both Central Tax and State 
Tax officers is fuelling disputes which are going awry. Taxpayers and Revenue are locking horns over the meaning 
of the term ‘Proceeding’ on the specific issue of whether Proceeding means an Adjudication Proceeding alone 
or it covers within its ambit the Inquiries, Investigations, Audits as well i.e., the steps prior to an adjudication. 
One may say that the dispute is uncalled for. However, the usage of the term / phrase ‘proceeding’, ‘assessment 
proceeding’ ‘adjudication proceeding’ separately and not interchangeably throughout the statute raises some 
well-grounded questions on the scope of the term ‘Proceedings’ under GST law. 

This article is an attempt to analyse the term ‘Proceedings’ and advocate that the issue merits instant clarification 
from CBIC to set the disputes to rest.

Issue qua Advance Ruling
Section 98 of the Central Goods and Services Tax Act, 2017 (‘CGST Act’) provides for procedure for advance 
ruling. Proviso to Section 98(2) creates a bar on admission of an application for advance ruling on the premise 
that the question put forth before the authority shall not already be pending or decided in a ‘Proceeding’ under 
any of the provisions of the CGST Act. Thus, a taxpayer is barred from obtaining a ruling from Authority for 
Advance Ruling (‘AAR’). 

In a recent ruling rendered by the Appellate Authority for Advance Ruling (‘AAAR’)1 , the AAAR held that 
investigation proceedings and the consequent issuance of DRC-01A can be said to be pendency of ‘Proceedings’ 
for the purposes of adjudicating the maintainability of an application for advance ruling and annulling the ruling 
rendered for suppression of these facts under Section 98(2) and Section 104 of the CGST Act. In other words, 
the AAAR observed that even investigation proceedings are a bar for maintainability of an application, and 
initiation of investigations would mean that the question on which ruling is being sought ‘is already pending or 
decided in any proceedings in the case of an applicant under any of the provisions of the Act.

To the contrary, the Telangana High Court2 held that the term ‘proceeding’, if contextually understood, would 
not mean any inquiry or investigation as it does not lead to any conclusion as such. Since the Petitioner filed 
application much before issuance of Show Cause Notice, the bar of maintainability would not apply. 

Given such contrary interpretations, the provision has huge ramifications in as much as it hits the basic framework 
of the mechanism as a taxpayer will be restrained from obtaining a clarity on its transaction. 

Issue qua concurrent jurisdiction
On the other side, Section 6(2)(b) of the CGST Act stipulates that where a proper officer under the State Goods 
and Services Tax Act or the Union Territory Goods and Services Tax Act has initiated any proceedings on a 
subject matter, no proceedings shall be initiated by the proper officer under the CGST Act on the same subject 
matter. Thus, a restriction is imposed on the officers under Central Tax laws from initiating parallel proceedings 
on the same subject matter, if the matter is ceased by officers of State Tax laws in a proceeding or vice versa. 

The Allahabad High Court3 took a view that inquiry and proceeding have two different connotations and that the 
same cannot be intermixed. These words are not synonymous. Thus, the argument of taxpayer that an inquiry 
was initiated on the same subject matter by the authorities under both laws and that the inquiry is a proceeding 
in itself was negated. Accordingly, the words ‘proceeding’ on the same ‘subject-matter’ used in Section 6(2)(b) of

1M/s Shalby Limited, 2022-VIL-80-AAAR
2Srico Projects Private Limited v. Telangana State Authority for Advance Ruling, 2022-VIL-588-TEL



the CGST Act, means any proceeding involving some adjudication proceedings which may include assessment 
proceedings, proceedings for penalties, proceedings for demands and recovery under Section 73 and 74 etc.

As Section 6(2)(b) has implications of repelling revenue to conduct multiple proceedings at the same time and 
on same subject matter, huge consequences may follow thereafter. 

Analysis and author’s take
Owing to the usage of the term ‘proceeding’ differently at different places and absence of a specific definition 
of the term, it has caused ambiguities in the interpretation, resulting into contrary jurisprudence. Given the 
absence of definition, the same shall be accorded a literal and contextual meaning.

The dictionary meanings suggest that the term would mean a particular step or series of steps in the enforcement, 
adjudication, or administration of rights, remedies, laws, or regulations.  Thus, term proceedings would not cover 
inquiry or investigation. More so, as the inquiries and investigations are unending and have no destined result 
or consequence thereof, except that it, after a host of steps, may or may not materialize into a demand notice. 

In author’s view, the term 'proceeding' does not cover any and all steps / actions that department may take under 
the CGST Act. By applying principle of noscitur a sociis, it can be said that the term 'pending' has to derive color 
from the term 'decided' and 'proceedings' which implies that the term shall only include proceedings that may 
result in a decision i.e., in nature of show cause notice or order and cannot include mere inquiry/investigation 
initiated by investigating agencies such as enforcement wing, which are merely empowered to investigate and 
issue show cause notice.

Even in the Income Tax Act, 1961, the provisions pertaining to Advance Ruling are similarly worded. In that 
context, the Delhi High Court4 held that Scrutiny Notice under Section 143(2) issued to produce any evidence 
on which it may like to rely in support of its return is not even remotely entailing any application of mind. Thus, 
the term ‘Proceeding’ does not include within its ambit such inquiries.

CBIC Circular No. 1053/02/2017-CX dated March 10, 2017 issued under the provisions of the erstwhile regime 
further supplements the view that Show Cause Notice is the starting point of any legal proceedings against a 
taxpayer. 

Basis this discussion, one may reasonably conclude that the term proceeding would entail an application of 
mind resulting into a decision or order affecting rights and liabilities of the taxpayer or revenue. All other interim 
steps leading to such event are merely inquiries, investigations etc. and are therefore not covered under the 
ambit of the term ‘proceeding’. 

Similar dispute arose even under Section 83 of the CGST Act [as it existed prior to amendment effective 
January 1, 2022] which provided for provisional attachment of property in case of pendency of proceedings 
inter alia under Section 74. In the said context, the Apex Court5 interpreted the words ‘pendency of proceedings’ 
under Section 74 of the CGST Act to not include issuance of DRC-01A. According to the Apex Court, the 
proceedings under Section 74 commence from issuance of Show Cause Notice and conclude upon passing of 
an adjudication order. 

Parting thoughts
GST law, as it was enacted and after several amendments therein, has made the law complex, difficult to 
implement and is marred by uncertainties which is inviting litigations. At its inception, it could not be fathomed 
that usage of the term ‘proceeding’ would cause any ambiguity amidst a host of issues left unattended, this 
issue is now hovering the industry at large. The time is ripe when CBIC issues a clarification on the subject in 
line with the spirit of the law and not just the letters. Till such time, the uncertainties are set to continue.

3G.K. Trading Company v. UOI, [2021-VIL-12-ALH]
4Sage Publication v. DCIT, [2016 (387) ITR 437 (Delhi)]



5Radha Krishna Industries v. State of Himachal and Ors., 2021 SCC Online SC 334
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