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CBDT issues FAQs on Advance Pricing Agreement (APA) Rollback 

Provisions  

Background 

 
The Advance Pricing Agreement (APA) program was 
introduced in India in 2012. Further, the Central Board of 
Direct Taxes of India (CBDT) introduced the rollback 
rules under the APA program on 14 March 2015. There 
were some ambiguities about the implementation of the 
rollback rules, and the CBDT had received several 
requests for clarification regarding certain issues from 
public and stakeholders. The CBDT has therefore issued 
Frequently Asked Questions (FAQs) clarifying certain 
issues. 
 

Some important FAQs and the 
responses/clarification provided by CBDT have 
been briefly explained herein below: 
 
1. Return of Income - whether applicants who have 

filed revised returns under Section 139(5) of the 
Income-tax Act, 1961 (the Act) or belated returns 
under Section 139(4) or of the Act would be eligible 
for roll back. 
 
The CBDT has clarified that the rollback provisions 
will be available for APA applicants who have 
revised their returns but will not be available in case 
of belated returns. 
 

2. Same international transaction - what is the 
meaning of the term ‘same international transaction’ 
referred in rollback rules and whether APA applicant 
can apply rollback provisions if there is a change in 
the Functions, Assets, Risks (FAR) analysis. 

 
The term ‘same international transaction’ implies that 
the transaction in the rollback year has to be of  the 
same nature and undertaken with the same 
associated enterprise(s) (AEs), as proposed to be 
undertaken in the future years and in respect of 
which APA has been reached. 

 

Further, it is also clarified that rollback provisions 
would apply only if the FAR analysis of the 
rollback year does not differ materially from the 
FAR validated for the purpose of reaching an 
APA in respect of international transactions to be 
undertaken in the future years. In this context, the 
word ‘materially’ will mean a material change of 
facts and circumstances which could reasonably 
have resulted in an APA with significantly different 
terms and conditions. 
 

3. Rollback years - whether rollback has to be 
requested for all four years or applicant can 
choose any year/s out of the block of four years. 
 
The applicant has to either apply for a rollback for 
all the four years or not apply at all and does not 
have the option to choose any specific year/s for 
rollback. However, if the covered international 
transaction(s) did not exist or there is some other 
disqualification due to which rollback cannot be 
claimed, then the applicant can apply for rollback 
for less than four years. 

 

4.    Appeal before the tax authorities –  

Interpretation of the phrase ‘Tribunal has passed 
an order disposing of such appeal’ provided in the 
rollback rules. 

 
 The rollback provisions would not be applicable 

for the international transaction for which the 
Tribunal has passed an order disposing of an 
appeal, since the Tribunal is the final fact finding 
authority and hence, on factual issues, the matter 
would be assumed to have reached finality in that 
year. However, if the Tribunal has not decided the 
matter and has only set aside the order for fresh 
consideration by the lower authorities with ‘full 
discretion’ at their disposal, the matter shall not 
be treated as one having reached finality and 
hence, rollback provisions would be applicable. 
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5. Cancellation of APA – If the applicant has failed to 

take the required action for claiming a rollback 
benefit for some years after signing of the APA, 
whether the entire APA is to be cancelled or only 
those rollback years will be effected in which 
applicant has failed to take the required action.  
 
If the applicant does not carry out any actions 
prescribed under rollback rules for any of the 
rollback years, the entire APA shall be cancelled. 
These actions included filing the modified return, 
submitting the proof of payment, if additional tax 
payable, modified return for rollback years to be filed 
with the modified return of the first year of APA, 
withdraw any pending appeal, intimating of the APA 
to the relevant appellate authority.  
 

6. Mutual Agreement Procedure (MAP) applications 
- what would be the view of the APA Authorities if 
MAP is pending or has already been concluded for a 
rollback year. 
 
If MAP has been concluded for any of the 
international transactions in any of the rollback year 
under APA, rollback provisions would not be allowed 
for those international transactions for that year but 
could be allowed for other years or for other 
international transactions for that year, subject to 
fulfillment of prescribed conditions specified in the 
rules. However, if MAP request is pending for any of 
the rollback year under APA, the APA applicant can 
exercise an option, to pursue MAP or the rollback 
application. 
 

7. Determination of arm’s length price (ALP): 
Whether ALP should be the same in all rollback 
years. 
 
The manner of determination of ALP has to be the 
same and in line with the APA signed by the 
taxpayer in all years. ALP may be different. 

 
8. Withdrawal of rollback application - Whether 

applicant can withdraw its rollback application. Does 
APA applicant have the option to accept the rollback 
results without accepting the APA for the future 
years 
 
The applicant has an option to withdraw its roll back 
application even while maintaining the main APA 
application for the future years. However, it is not 
possible to accept the rollback results without 
accepting the APA for the future years. 

 

 

 

9. In case of merger or demerger of companies, 
which company can claim the benefit of APA 
terms  
 
The APA is between the CBDT and a person (i.e. 
a company). The company who makes the APA 
application will only be entitled to enter into an 
APA and claim the benefit of rollback. Companies 
who have merged with the applicant company 
later or which have demerged from the applicant 
company will not be eligible for rollback provisions 
under the APA.  

 

Our comments 

 
The APA rollback FAQs have come right in time for 
taxpayers who were unable to decide whether to file 
for APA rollback or not due to certain ambiguities in 
the Rollback rules. In most of the areas the FAQs 
respond with certainty. It is a commendable effort by 
CBDT to have reached out to the taxpayers and tax 
consultants and released the rollback FAQs much 
before 30 June 2015 i.e. deadline for filing a rollback 
application. The underlying scheme of the 
clarifications seem to suggest to take the rollback for 
all the years as a package deal. 
 
It is apparent that the approach of the Indian revenue 
authorities has changed from the past. The Indian 
authorities have become more aware of the 
taxpayer’s needs and have been consciously aligning 
themselves to international norms, as can be seen 
from the above FAQs, that provide the much required 
clarity on rollback rules and the draft rules recently 
issued on range and multiple year data for public 
consultation. 
 
There are however few issues about the rollback 
rules that may still need clarity like whether a 
taxpayer can opt to seek rollback for any specific 
international transaction/s out of multiple transactions 
for which APA has been requested for. Further, after 
having filed a modified return and proof of payment of 
additional tax for rollback years, it is not clear if he will 
be still required to actually repatriate funds into India 
to the extent of addition to income. Also, clarification 
may be required in case of a tax holiday unit as to 
whether the additional income determined as a result 
of rollback will continue to enjoy benefit of tax 
exemption.  

 
Further, there are certain provisions which are also 
very stringent for example, applying the provision to 
same international transactions i.e. same nature and 
same AEs. This could have been slightly considerate 
by even allowing same nature of transactions with 
different AEs. Another case where the provision is 
very stringent is cancellation of the entire agreement 
if procedure to effect rollback is not complied by the 
applicant. 
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It is also important to mention that most of the taxpayers 
may have decided to file for a rollback by 31 March 2015 
as the extension came in at the fag-end.  
 
Considering the above it may be a reasonable 
recommendation that the CBDT allows the taxpayers to 
withdraw from the rollback and also consider allowing 
refund of filing fees appropriately. 
 
Having said the above, one of the most important 
provision positively clarified is permission to withdraw 
the rollback years without impacting the future APA, 
which was another big concern for the taxpayers.  
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