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Introduction

Oct’15

CBDT initiated ‘paperless assessment’ for non-corporates in 5 cities on pilot basis(2 more cities included in May 2016)

Feb’16

CBDT issued guidelines on ‘paperless assessment’(additional guidelines in April 2017) Sep’17

CBDT launched ‘e-Proceeding’ facility for time-barring cases as on 1 October 2017

FA’18

Sections 143(3A) to 143(3C) inserted  to notify a new scheme of faceless and paperless assessment Feb/Aug’18

CBDT mandated e-Proceedings for all scrutiny assessment cases with certain exceptions (search and international taxation cases)

Sep’19

CBDT introduced ‘E-assessment Scheme, 2019’ FA’20

Amendment to sections 143, 250 and 274 to expand the scope of e-assessment and to make CIT(A) and penalty proceedings faceless

Sep’20

Sep’20

CBDT introduced ‘Faceless Appeal Scheme, 2020’

The Taxation and Other Laws (Relaxation and Amendment of Certain Provisions) Act, 2020 passed –Section 144B inserted for faceless assessment w.e.f 1 April 2021

CBDT introduced ‘Faceless Appeal Scheme, 2021’ w.e.f 28 December 2021

Dec’21

Feb’22

Budget 2022-23 substituted section 144B and modified the faceless assessment sections w.e.f1 April 2022
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Section 144B – As proposed by Budget 2022-23 (1/2)
• Objective: To impart greater efficiency, transparency and accountability in assessment proceedings by eliminating interface between tax officer and taxpayer and by introducing a team-based assessment with dynamic jurisdiction
Scope: All scrutiny assessments under section 143(3), best judgement assessments under section 144, and re-assessments under section 147

Scope exclusion: Cases assigned to ‘Central Charges’ and ‘International Tax Charges’
Manner: All communication to be mandatorily carried out in electronic mode through National Faceless Assessment Centre (NFAC). However, under certain circumstances (not specified yet), Verification Unit (VU) allowed to conduct enquiry/ verification physically

Penalty and appellate proceedings: NFAC may initiate penalty proceedings on recommendation from any unit in case of non-compliance of any notice, direction or order by the taxpayer. Taxpayer can file an appeal before the jurisdictional CIT(A) against the assessment and penalty order issued
Transfer to jurisdictional AO: PrCCIT (NFAC)/ PDGIT (NFAC) may transfer the case to jurisdictional AO, at any stage of assessment, with CBDT’s approval
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• Personal hearing: If variation is proposed in the income or loss determination proposal an an opportunity is provided by way of a show cause, taxpayer may request for personal hearing. The income tax authority of the relevant unit shall allow such personal hearing through video conferencing or vide telephony
Power to specify format, mode, procedure and processes: PCCIT (NFAC)/ PDGIT (NFAC) to lay down standards, procedures and processes with CBDT’s approval

Transfer to TPO: Section 92CA amended (w.e.f. 1 November 2020) by Amendment Act, 2020 to notify a scheme of faceless and paperless determination of ALP (not notified yet). Time limit extended till 31 March 2024
Proceedings before DRP: Section 144C amended (w.e.f. 1 November 2020) by Amendment Act, 2020 to notify a scheme of faceless and paperless proceedings before DRP (not notified yet).  Time limit extended till 31 March 2024

Authentication of electronic record: NFAC – by way of an electronic communicationAssessment unit, Technical Unit, Verification Unit – using DSCTaxpayer - using DSC/ electronic verification code/ logging into registered a/c
Regional Faceless Assessment Centre removed and requirement to issue draft assessment order in all the cases removed (Draft assessment order to be issued where assessee can file objections before the DRP)
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 Rectification proceedings
Grievance handling
Demand Management
 Collection and Recovery of taxes
 Judicial functions including giving effect to appellate orders, preparing scrutiny reports, filing of appeals, and defending writ petitions
 Statutory powers under section 263/ 264
 Prosecution and compounding proceedings, etc

Faceless Hierarchy Jurisdictional Charges/ Jurisdictional Hierarchy

Jurisdictional Charges/ Hierarchy

Section 144B – As proposed by Budget 2022-23
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Issue notice to taxpayer u/s 143(2) with reasons
NeAC

File response to notice within date specified (15 days time limit removed)

Taxpayer Assign case to AU through automated allocation system
NFAC*

Assessment Unit

For obtaining further information, evidence

Taxpayer

For conducting enquiry or verification

Verification Unit

For seeking technical assistance
Technical Unit

In other case, issue a show cause notice through NFAC. Reply to be filed and prepare an income or loss determination proposal to be sent to

Assessment Units

Review the income or loss determination proposal and prepare review report
Others, convey AU to pass final assessment order and initiate penalty proceedings

Review Unit

NFAC. NFAC basis the guidelines issued by the Board

TaxpayerAU to prepare draft order and send it to NFAC

Draft Order

Jurisdictional AO

NFAC*

Request NFAC to contact

Submit response/ report received to AUIf review needed In case of eligible assessee (s144C), draft order is served to assessee

Others/ post review

Review unit to send review report to NFAC; to be sent to AU

Send a copy

Transfer all records
*If taxpayer fails to comply with notices, NFAC may issue show-cause notice to taxpayer and direct AU to make assessment as per section 144

Faceless Assessment – Procedural flow

Prepare an income or loss determination proposal if no variation is proposed to be sent to
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Faceless Appeal Scheme
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• Objective: To impart greater efficiency, transparency and accountability in disposal of appeal by CIT(A), by eliminating interface between CIT(A) and taxpayer and by introducing an appellate system with dynamic jurisdiction

Scope: All appeals pending before CIT(A)

Scope exclusion: Appeals relating to serious frauds, major tax evasion, sensitive and search matters, international tax, and Black Money Act (as per press release by CBDT)

Manner: All communication to be mandatorily carried out in electronic mode through NFApC
Penalty and appellate proceedings: NFApC may initiate penalty proceedings in case of non-compliance of any notice, direction or order by the taxpayer. Taxpayer can file an appeal before the jurisdictional ITAT against the order passed by NFApC

Rectification proceedings: NFApC may amend any order passed by it to rectify any mistake apparent from record: (a) on its own accord, or (b) on application filed by the taxpayer/ AUs/ NFAC/ AO 

Faceless Appeal Scheme, 2021: Key Features (1/2)
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• Personal hearing: Taxpayer may request for personal hearing. CIT(A) of the NFApc shall allow the request for personal hearing through video conferencing or video telephony
Power to specify format, mode, procedure and processes: PCCIT (NFApC)/ PDGIT (NFApC) to lay down standards, procedures and processes with CBDT’s approval

Authentication of electronic record: NFApC – using DSCTaxpayer - using DSC or under electronic verification code or by logging into registered account
Admission of appeal: CIT(A) may admit the appeal filed after expiry of specified time limit if it is satisfied that taxpayer had sufficient cause for not filing the appeal within the time limit

Admission of additional grounds: Taxpayer may file additional grounds. NFApC to send such grounds to AO directly or through NFAC for comments. CIT(A) may admit such grounds if it is satisfied that omission of such ground was not willful or unreasonable and intimate the taxpayer through NFApC
Admission of additional evidence: NFApC to send evidence to AO directly or through NFAC for furnishing a report to CIT(A) through NFApC. CIT(A) may admit such evidence for reasons to be recorded in writing and intimate taxpayer through NFApC. If admitted, CIT(A) to provide an opportunity to NFAC/ AO to examine the evidence and furnish a report

Faceless Appeal Scheme, 2021: Key Features (2/2)
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Faceless Appeal Scheme, 2021: Eco-system

National Faceless Appeal Centre

Appeal Units

• To facilitate conduct of e-appeal proceedings in a centralized manner• To act as an interface between the taxpayer, jurisdictional AO, NFAC, and AUs

• To perform the function of disposing appeal (includes admitting additional grounds, making further inquiry, directing NFAC/ AO for making further inquiry, seeking information/ clarification, providing opportunity of being heard, etc)
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Faceless Appeal Scheme, 2021: Procedural flow
Assign case to CIT(A) of a appeal unit through AAS

NFApC

CIT(A) of Appeal Unit

For obtaining further information, evidence

Taxpayer

For obtaining report on grounds of appeal, etc

NFAC/ AO

For directing to make further enquiry
NFAC/ AO

Serve show cause notice and provide opportunity of being heard through NFApC

Taxpayer

CIT(A)

Taxpayer

Along with show-cause penalty notice (if any) 

Finalize Order
PrCCIT, CCIT, PCIT, CIT

Request NFApCto contact

Submit response/ report received to CIT(A)

If intends to enhance assessment/ penalty or reduce refund
Others

Send a copy to NFApC
NFApC to send copy to

AU may admit additional grounds or evidence in the specified manner.
NFApC may transfer the case to CIT(A) by order, at any stage of the appellate proceedings

If admitted

NFAC/ AO
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CIT(A) after considering the 
response 
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Faceless Assessment: Making headlines!!
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Faceless Assessment: Making headlines!!
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Violation of “Principle of Natural Justice”
• In several instances, taxpayers have complained that the assessment order was passed without considering the request for anadjournment or without considering the submission filed or giving very short deadline to respond to the notices
• Assessment orders have been issued within 2-3 days of issuance of show-cause notices thereby not giving enough opportunity andtime of being heard to the taxpayer.
• In some cases, assessment order has been finalized making addition without issuing show-cause notice or the draft assessmentorder (required as per the existing scheme) or before the time limit to respond to the show cause notice.
• Many writ petitions have been filed before the High Courts and High Courts have stayed the demand and allowed the taxpayer tomake the submission. In many cases, the High Courts have even ruled that the assessment has been concluded contrary to the“principle of natural justice” and hence the order was quashed, set aside or stayed.

• Floral Realcon Pvt. Ltd. vs National Faceless Assessment Centre (2021) 283 TAXMAN 0488 (Delhi): Assessment order set asideand matter remanded back to tax officer as mandatory show cause notice and draft assessment order not issued
• Shreeji Investment & Advisory Services vs. National Faceless Assessment Centre & ors (2021) 112 CCH 88 (Mum HC):Assessment order quashed, cancelled and set aside as draft assessment order was not issued
• Blue Square Infrastructure LLP (2021) 321 CTR 0102 (Del): Assessment order passed before end of show cause time limit is badin law and thus set aside to the tax officer to proceed from the stage of show cause notice-cum-draft assessment order

Main issues in Faceless Assessment (1/7)
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Violation of “Principle of Natural Justice”
• Berry Developers and Infrastructure Pvt. Ltd. Vs. National e-assessment Centre (2021) 111 CCH 201 (DelHC): Principles ofnatural justice violated as petitioner was not given adequate and meaningful opportunity to respond to the draft assessmentorder cum show cause notice and therefore the assessment order was set aside and the matter is remanded back to the taxofficer
• KBB Nuts Private Limited (W.P.(C) 5234/2021) (Delhi): Assessment order set aside to tax officer as it was concluded withoutconsidering the taxpayers request for adjournment and response to the show case notice
• Raja Builders (W.P. (L) NO. 11224 OF 2021) (Bombay): Assessment order and penalty notice stayed as they were passedwithout considering taxpayers detailed response to the show cause notice (SCN) and request for a personal hearing

Main issues in Faceless Assessment (2/7)
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Lack of opportunity of being heard
• Faceless assessment eliminates human intervention and places substantial emphasis on written submissions
• Many a times, written submission is not perceived in the intended manner, thereby resulting in ambiguity, lack of clarify and finallyaddition
• Thus, personal interaction is imperative to explain the facts, issues and supporting documentation so that the assessing officer getsa complete and correct perspective of the issue to enable a fair adjudication of the matter
• Assessment orders have been passed by the NFAC without granting an opportunity of being heard, making substantial additionand thereby violating principles of natural justice
• Budget 2022 has made it mandatory to grant personal hearing through video conferencing or video telephony if requested bytaxpayer – a much needed and welcomed change

Main issues in Faceless Assessment (3/7)
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Arbitrary Allotment of Cases
• Delegation of cases by NFAC to AU is done arbitrarily through an automated system and is not based on experience or expertise ofa particular Faceless Assessing Officer
• Complex cases gets assigned to a relatively less experienced officer or vice-versa resulting in inappropriate disposal of the case asthe Faceless Assessing Officer will not be able to appreciate the facts due to lack of requisite experience and knowledge to assessthe case thereby resulting in litigation

Main issues in Faceless Assessment (4/7)
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Technical Challenges
• The information sought in notices are very bulky and voluminous
• Due to restriction in uploading the documents beyond a particular size in one submission (individually 5MB attachment andaggregate 50MB attachments allowed), significant time is wasted in scanning and reducing the size of the documents to uploadthem
• Numerous attachments have to be uploaded to ensure compliance requiring steady and stable internet connection
• Many a times, technical glitches are experienced and the e-filing portal throws the user back to login page at the time of uploding
• The Faceless Assessing Officer also sometimes face challenges in downloading the bulky data and perusing it over computer screendue to lack of resources/ non-availability of hard copy documents

Main issues in Faceless Assessment (5/7)
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Challenges in Taxpayer’s Database
• Faceless assessment focuses on removing human intervention. Thus, it is very important that the Email ID/ mobile number of thetaxpayer is updated in the database as it is the only mode of communication
• In some cases, the Email IDs of taxpayers were not updated due to change in the concerned person or the AuthorisedRepresentative’s (AR’S) resulting in non-submission or delays in submitting the information sought

Main issues in Faceless Assessment (6/7)
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Crunched time limits
• Time limit given to comply with the notice is very short and therefore makes it difficult for taxpayer to comply
• Paucity of time prevents taxpayer from making detailed submission and therefore justice is not served as arbitrary additions aremade

Main issues in Faceless Assessment (7/7)
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THANK YOU
Contact usKalani & Co., Chartered Accountants5th and 7th Floor, Milestone Building, Tonk Road, JaipurE-mail: jaipureast@kalanico.com; pparwal@kalanico.com

Call at: 141-2701001/ 2709001

Offices at: Bhilwara, Jodhpur, Kota, Sojat, Pali and associate office at Delhi (NCR) and Mumbai
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