
 

   

 

   
  

  
 Global Tax Adviser 

Canada Gets Passing Marks in OECD's MAP Peer 
Review 

October 24, 2017 

The OECD published a series of peer reviews. They assess 
how select countries—including Canada—administer the 
Mutual Agreement Procedure (MAP) article of their respective 
tax treaties. In particular, these reviews look at the 
performance of these MAP articles against an agreed 
minimum standard. The peer reviews, which also looked at 
Belgium, the Netherlands, Switzerland, the UK and the United 
States, began in December 2016. The report found that while 
Canada generally met most OECD minimum standards,  
some changes are still needed. 

Background 
Improving the effectiveness of dispute resolution mechanisms 
is the primary objective of Action 14 of the OECD Base 
Erosion and Profit Shifting (BEPS) Action Plan. One of the 
main outcomes of the work on Action 14 is the commitment 
by OECD and G20 countries to a minimum standard in terms 
of resolving treaty-related disputes. The minimum standard is 
designed to ensure that: 

 Treaty MAP obligations are fully implemented in good 
faith and MAP cases are resolved in a timely manner 

 Administrative processes promote the prevention and 
timely resolution of disputes 

 Taxpayers who meet the requirements of paragraph 1 
of Article 25 of the relevant treaty can access MAP. 

Reporting MAP statistics is expected to provide a tangible 
way to measure the effects of the implementation of the 
minimum standard. In addition to the peer reviews already 
completed, peer reviews into a further 15 countries have 
already begun, with around 40 more planned over the next 
two years.  

Canada's peer report 
The 78-page OECD report notes that Canada received peer 
input from 18 countries, representing 90% of 2016 MAP 
cases outstanding at December 31, 2016. The report 
acknowledges that Canada's large tax treaty network is 
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largely consistent with the OECD's minimum standard for 
Action 14, except that 75% of its treaties include a time limit 
for the submission of MAP requests that is less than three 
years.  

Further, the report specifies that almost 40% of Canada's tax 
treaties do not meet certain minimum standards for time 
limits. Specifically, the report notes that these tax treaties do 
not provide either a provision that mutual agreements shall be 
implemented notwithstanding any time limits in Canadian law, 
or a provision that imposes time limits for making transfer 
pricing adjustments in order to avoid late adjustments for 
which MAP relief would not be available.  

As a result, the report indicates that Canada needs to amend 
and update a significant portion of its tax treaties to meet the 
minimum standard, but also recognizes that Canada is 
undertaking bilateral negotiations for existing treaties and has 
also signed the multilateral instrument, potentially covering 75 
of its treaties.  

The report also indicates that Canada meets the minimum 
requirements for availability and access to MAP, but needs to 
clarify its MAP guidelines on the availability of the MAP in 
cases of audit settlements. However, the report notes that 
Canada meets the OECD's minimum standards for: 

 Prevention of disputes under Action 14  
 The implementation of MAP agreements 
 Resolution of MAP cases.  

The report provides the following summary of Canada's MAP 
statistics for 2016: 

 

According to the report, Canada's number of pending cases 
at the end of 2016 has decreased by more than 10%. The 
report considers Canada's current resources for its MAP 
function to be adequate, with an average time necessary to 
resolve MAP cases of less than 24 months. 

Other reports  
According to the other Action 14 peer reports: 

 Belgium's average time to resolve MAP cases is only 
13 months, but for profit attribution/allocation cases it 
is nearly 40 months 



 The UK's inventory of cases increased by 25% 
percent during 2016, suggesting more resources may 
be necessary 

 The Netherlands' average time to resolve MAP cases 
is reasonable overall, but it takes more than 34 
months for attribution/allocation cases 

 Switzerland's inventory of cases increased by 15% 
during 2016, suggesting more resources may be 
necessary 

 The United States has reduced its inventory of MAP 
cases during 2016, although the average length of 
transfer pricing cases is 32 months.  

For more information, contact your KPMG adviser. 
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