














THE APA PROCESS

The following flowchart outlines the APA process. The key
points are discussed in more detail on the following page.

STEP 1 PRE-LODGMENT MEETINGS

The purpose of pre-lodgment meetings is to:

m discuss the suitability of an APA

= allow a business to provide a broad outline of the proposed transfer pricing methodology
= discuss whether the APA will be unilateral or bilateral

= discuss the required documentation and analysis

= determine whether independent expert advice is required

m discuss Tax Office audit activity (if an APA is to flow on from audit)
= agree on a date for lodging a formal application

m agree on the APA timetable, and

m discuss the process for evaluating the application.

Pre-lodgment meetings do not bind either party to the APA program.
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STEP 2 LODGMENT OF FORMAL APPLICATION
If proceeding with the APA, a business will be required to lodge a formal application.

The APA application should include:

= details of the proposed transfer pricing methodology, supported by relevant information
= terms and conditions governing the application of the transfer pricing methodology

= data showing that the transfer pricing methodology will produce arm’s length results

= a discussion and analysis of the critical assumptions, and

= a suggested period of time for which the APA will apply.

For bilateral APAs we normally advise the treaty partner’s tax authority once the application has been accepted.

v

STEP 3 ANALYSIS/EVALUATION
We evaluate the data submitted and other relevant information, and seek additional information where necessary. We normally
have numerous meetings with a business.
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STEP 4 NEGOTIATION AND AGREEMENT
For a bilateral APA, the relevant tax administrations exchange position papers outlining the acceptability of the proposed
transfer pricing methodology. A written confirmation of the concluded agreement is provided to the business.

For a unilateral APA, we provide written confirmation of the agreement we reach with the business.
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STEP 5 CONCLUDED APA
A concluded APA contains at least the following information:

= the transactions, agreements or arrangements covered by the APA

= the period and tax years covered by the APA

= the agreed transfer pricing methodology and the critical assumptions on which it is based

= the definition of key terms that form the basis of the methodology (for example, sales, operating profit)
= if applicable, a range of arm’s length results, and

= the business’s obligations as a result of the APA.
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02 THE APA PROCESS

PRE-LODGMENT MEETINGS

Pre-lodgment meetings are used to clarify what a business
and the Tax Office expect from the APA process and what
the business is trying to achieve. They give your business an
opportunity to discuss with the Tax Office what information
should be supplied and how to best present your case for an
APA before lodging a formal application.

We generally prefer to have a number of pre-lodgment meetings
so that the formal application more closely reflects an agreed
position between the business and ourselves.

You may approach the pre-lodgment meeting anonymously,
although the key facts and circumstances of the related party
dealings will need to be provided for a meaningful discussion.

FORMAL APPLICATION

The application must incorporate the terms and conditions that

will govern how the transfer pricing methodology is applied. The
specific requirements of the formal application are discussed in

detail during the pre-lodgment process.

WITHDRAWING FROM THE APA PROCESS
A business may withdraw from the APA process at any time.

HOW TO APPLY
To initiate the process, you should first request a pre-lodgment
meeting to discuss the requirements of the APA. Your request
should be made in writing to:

The Competent Authority

International Strategy & Operations

Australian Taxation Office

PO Box 900

CIVIC SQUARE ACT 2608

APAS AND AUDITS

The APA process is not intended to be used to determine
matters relating to past years. However, we recognise that there
may be situations where the principles developed in concluding
an APA might provide a useful basis for resolving issues raised
in any years subject to audit, as well as past years not yet
under audit.

SECRECY AND DISCLOSURE

The information generated by the APA process relates directly
to the income tax affairs of a particular business and is therefore
subject to the same secrecy and privacy safeguards as if it was
obtained during an audit or advising process.
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