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The OECD's multilateral instrument (MLI) is expected to enter into force July 1, 2018, now 
that five countries have deposited their instruments of ratification with the OECD. As a 
result, the MLI will be read alongside three tax treaties for the first time in 2019 (Poland-
Slovenia, Austria-Slovenia and Austria-Poland), in accordance with the MLI rules. To enter 
into force for any treaty, the MLI first required that five signatories deposit their instruments 
of ratification. Slovenia became the fifth country when it deposited its ratification instrument 
on March 22, 2018, alongside Austria, Isle of Man, Jersey and Poland. Many more 
signatories, including Canada, are expected to deposit their instruments of ratification soon. 

The MLI will not yet impact any of Canada’s treaties, since Canada has not yet filed its 
ratification instrument with the OECD. However, Canadian multinationals will want to keep a 
close eye on these developments to assess when the MLI may begin to apply to modify tax 
treaties they rely on. 

The MLI will apply to modify additional bilateral tax treaties to include Base Erosion and 
Profit Shifting (BEPS) measures where each treaty party has listed its treaty with the other 
as a treaty that it wishes to have covered by the MLI. Also, both treaty parties must have 
deposited their ratification instruments with the OECD. Of the countries that have so far 
deposited their ratification instruments, Canada listed only treaties with three that it wished 
the MLI to cover: Austria, Poland and Slovenia. 

Background 
The MLI was developed as part of Action 15 of the OECD’s Base Erosion and Profit 
Shifting (BEPS) initiative to modify existing bilateral treaties to implement BEPS 
measures. The instrument is intended to streamline the implementation of the tax treaty-
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related measures without the need to individually renegotiate each treaty. Canada 
signed the MLI on June 7, 2017 and provided a list of 75 treaties that would be covered 
by the MLI. For the MLI to modify a particular Canadian tax treaty, Canada's treaty 
partner must also ratify the MLI and list its tax treaty with Canada as an agreement it 
wishes to be covered by the MLI, and the MLI will enter into force on the first day of the 
month following the third month after both countries have deposited their instruments of 
ratification. The withholding tax provisions of the MLI are generally effective beginning 
on the first day of the calendar year after the MLI enters into force. All other provisions 
of the MLI will generally become effective for taxable periods beginning on or after six 
months after the MLI enters into force. 

When it signed the MLI, Canada committed to the principal purpose test to address 
treaty abuse under Action 6 in accordance with the OECD's minimum standard (see 
TaxNewsFlash-Canada 2017-33, “Canada Signs on for BEPS”). The principal purpose 
test is a general anti-abuse rule that considers whether one of the principal purposes of 
an arrangement or transaction is to obtain treaty benefits in a way that is not in 
accordance with the object and purpose of the relevant treaty provisions. Canada also 
chose to adopt the "mandatory binding arbitration" provision to improve dispute 
resolution. 

Although Canada initially reserved on all other provisions of the MLI, Finance has said 
that it will continue to assess whether to adopt any additional provisions at the time 
Canada ratifies the MLI. 

 
MLI — Canada’s next steps 

Although Canada has not yet filed its ratification instrument, Finance said in the 2018 
federal budget that Canada will be taking the steps to enact and ratify the MLI in 2018 (see 
TaxNewsFlash-Canada 2018-06, “2018 Federal Budget Highlights”). To this end, the MLI 
was tabled in Parliament on January 31, 2018, and the mandatory waiting period of at least 
21 sitting days in parliament has now elapsed. A bill is expected to be introduced and once 
it receives Royal Assent, the Governor in Council will authorize the ratification of the MLI 
and a notice of ratification will be deposited with the OECD.  

We can help  

Your KPMG adviser can help you assess the potential impact of the Multilateral Instrument 
on your corporate structure and international tax planning. For more details on these 
developments and their potential effect, contact your KPMG adviser.  
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https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2017/ca-Canada-Signs-on-for-BEPS-Treaty-Changes.pdf
https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2018/ca-2018-federal-budget-highlights.pdf
http://click.kpmgemail.com/?qs=996763ccae38291b74342fa74b09eee09b27b59fc6082c0f5bf77513e075313c
http://click.kpmgemail.com/?qs=996763ccae38291b481ff09d6a10b1c583cfb977dfaf18701b4bd73b06e567e8
http://click.kpmgemail.com/?qs=996763ccae38291b2cb979b164bbc381ebf9dd47bf65961d5a7950e9a4077e5a
http://click.kpmgemail.com/?qs=996763ccae38291bc1878f883e49f753773d2b42e7bfcc21c6e1e19dab21cf77
http://click.kpmgemail.com/?qs=996763ccae38291b8302cf610617e037d616da32083269309f5d514409db5b7a


TaxNewsFlash – Canada      March 26, 2018 
MLI Set to Enter Into Force on July 1, 2018    No. 2018-13 
 
 

Page 3 of 3 
 

    

 

 Contact Us | KPMG in Canada Privacy Policy | KPMG On-Line Privacy Policy | Legal 
 
 
Information is current to March 25, 2018. The information contained in this TaxNewsFlash-Canada is of a general 
nature and is not intended to address the circumstances of any particular individual or entity. Although we 
endeavour to provide accurate and timely information, there can be no guarantee that such information is 
accurate as of the date it is received or that it will continue to be accurate in the future. No one should act upon 
such information without appropriate professional advice after a thorough examination of the particular situation. 
 
© 2018 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of 
independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. 
All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. 

 

      
 
 

http://click.kpmgemail.com/?qs=8fa4445ff2f675c09a177218a06cfd7a04682eac4c062c97db5eb24959afa87c
http://click.kpmgemail.com/?qs=8fa4445ff2f675c0fe06961fd67a1c8482da3ef28adf4d10dca216acdfb0e01e
http://click.kpmgemail.com/?qs=8fa4445ff2f675c0f45aa24150576d5790290819b1c1928b58d8f718abf0048e
http://click.kpmgemail.com/?qs=8fa4445ff2f675c07f1aac2816ef01660f0a9a2c5a04f63d5416fcf34ba36e44

	MLI Set to Enter Into Force on July 1, 2018

