Caseallocationto APAteams
First Questionnaire
Site Visit(if needed)
Post-visit Questionnaire
Discussionwithapplicant
Preparation of Position Paper
. Finalnegotiationswithapplicant
Draft APA preparation
. Signingand communication of Agreementto CIT
. Filingof modifiedreturns
. AnnualCompliance Report submission
. TPOreviewandmonitoring
16. Cancellationorrevisionifviolated
. Whatarethebenefits of APA?
Provides certainty intax matters
Reduces compliance burden
Assures fair taxation
Reduceslitigation pressure
Prevents double taxation through agreed arm'’s
lengthpricing
What are thereasons to apply foran APA?
.« Stabilityandlong-termbusiness planning
» Non-adversarialresolution
« Collaborative negotiationapproach
«  Flexibilitytoconvert Unilateral to Bilateral APA
» Optiontowithdraworrevise signed APA
. Whatare the formsin APA for various purposes?
. Form3CEC-Applicationfor pre-filing consultation
Form3CED-Applicationforenteringinto APA
Form 3CEDA -Rollback of APAto prioryears
Form 3CEE - Withdrawal of APArequest
Form 3CEF - Annual Compliance Report(ACR)
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What is an APA?

(i) Itis an agreement between the taxpayer and the tax
authority [Central Board of Direct Taxes (CBDT)in India]
determining the Arm’s Length Price (ALP) in relation to
certain international transactions, or the manner of
determination of ALP.

(i) Introduced in 2012 to reduce tax litigation and provide
taxcertainty.

(iii) Ensures certainty and unanimity in determining ALP
forinternationaltransactions.
(iv)Reducestransferpricingdisputes.

Whatare the types of APAs?

(i) Unilateral APA - An agreement between the taxpayer
and the tax authority, [Central Board of Direct Taxes
(CBDT)inIndia]ofasingle country.

(ii) Bilateral APA - This agreement involves the taxpayer,
the tax authority of the taxpayer's country, an associated
enterprise (AE) in a foreign country, and that foreign
country's tax authority. This type of APA offers stronger
protectionagainst double taxation.

(iii) Multilateral APA - This agreement involves the
taxpayer and AEs in two or more different foreign
countries, alongwithall corresponding taxauthorities.

Where to furnish anapplication for APA?

The application (in Form No. 3CED) shall be furnished to
Principal Chief Commissioner of Income-tax
(International Taxation) in case of unilateral agreement
andto the competentauthorityinindiain case of bilateral
ormultilateralagreement.

How to withdraw an application for agreement?

The applicant may withdraw the application (in Form No.
3CEE)foragreement at any time before the finalization of
thetermsof theagreement.

What are the areas of Transfer Pricing disputes where
APAs are effective?

IT/ITESand Software development services
KPO

ContractR&Dservices

Contract manufacturing
Autocomponents

Businessrestructuring
Captiveintra-group service

Use of intellectual property

Agency orcommissionservices
Salessupply chainstructures
Procurementandsalessupportservices
Limitedriskdistributors

Diamond mining

Headquarterand management fees
Financialtransactions(loans/quarantees)
Commodity trading

« Low margin companies with inter-company
transactions

Is APA functioning in other countries of the world and

since when?

Japan-1987

US-1991

Canada-1994

Australia, New Zealand, Mexico-1995

Korea-1996

China-1998

UK, Netherlands, France-1999

Germany-2000

India-2012

Whenwas APAintroducedinindia?

Introduced in 2012 vide Finance Act, 2012 through

Sections 92CC and 92CD of the Income-tax Act, effective

July 2012.

What are the Key Provisions of APAinIndia?

A. Section92CC -Key Provisions:

« CBDT may enter into APA to determine ALP or
manner of determining ALP for international
transactions.

« APA binding on taxpayer and Income-tax
authoritiesunlesslaw/facts change.

- Validup to5years; renewable foranother5years, as
alsorollbackbeingavailable for previous 4 years.

« CBDT maydeclare APAvoid ab-initio.

« NoTPauditrequiredfortransactions covered under
APA.

B. Section92CD-Effectof APA:

» Modified return to be filed within 3 months from the
end of the monthinwhich APAis executed.

» AO gets one additional year for completing pending
assessment.

- If assessment completed, AO must modify income
within one year from the end of FY of filing modified
return.

Whatisan APA Scheme?

. Introduced via Notification No. 36/2012 dated 30 August

2012; inserted Rules 10F to 10T in the Income-tax Rules,
1962.

. WhatisaRollback Scheme?
. Introduced in 2014 via Finance Act 2014 (effective July

2014) by insertion of sub-section 9A in Section 92CC.
Rulesnotified on14March 2015as Rule 10MA and 10RA.
What are the steps in processing and finalization of
APA?

. 1. PrefilingConsultation(optional)

2. Filingof APAapplication
3. Preliminaryprocessing




