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On 30 May 2023, the Canada Revenue Agency (CRA) released its Mutual Agreement
Procedure (MAP) Program Report for the calendar year ended 31 December 2021. The
report provides an overview of the operations of the MAP program, including statistical
analyses of cases completed and in progress, covering cases dealing with resolution of
double taxation or taxation not in accordance with a bilateral tax treaty.

The report follows a statistical framework standardized by the Organisation for Economic
Co-operation and Development (OECD) in 2016.

The following are highlights from the MAP report.

Increased case closures of negotiable cases; increased pension cases
result in high ending inventory

The report indicates that the Canadian Competent Authority completed 81 accepted
negotiable MAP cases in 2021. This is up from 2020, when 74 cases were closed, and 2019,
when 60 cases were closed, but is still significantly below 2018, when 126 cases were closed.

Negotiable MAP cases are generally related to transfer pricing issues, with permanent
establishment, residency and other issues comprising a small percentage of completed
negotiable cases. Non-negotiable cases do not require involvement or negotiation with
another competent authority.
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The closing inventory of accepted MAP cases stood at 851 cases at the end of 2021, up
significantly from the 481 cases at the end of 2020 and the 240 cases at the end of 2019.
This is largely a result of a significant intake of non-negotiable cases — 656 such cases were
accepted, but only 318 were completed in the year. The report indicates that a large number
of these cases involve elections by Canadian taxpayers under the Canada-United States
Income Tax Convention to defer taxation of undistributed accrued pension income, and these
cases increased significantly after the CRA published Income Tax Folio S5-F3-C1, Taxation of
a Roth IRA, in January 2021 indicating that elections for certain types of US pensions would
be accepted retroactively.

Percentage of Canadian and foreign-initiated cases stabilize

The percentage of Canadian-initiated cases completed during 2021 was 79%, which was
consistent with 2020 at 81%, 2019 at 80% and 2018 at 77%. Although this high percentage
reflects continued high levels of audit coverage by the CRA, it is lower in recent years than it
had historically been, where in years past it had tended to fluctuate around 90%. This long-
term shift likely reflects the ramping up of transfer pricing audit efforts by other countries.
Given the inherent time lag between transfer pricing audits and cases making their way to
completion in the MAP resolution process, the high percentage of foreign-initiated cases
reported in the 2018 to 2021 period likely reflects the increased emphasis placed on transfer
pricing by many countries starting in the early 2010s.

We expect that these historically high levels of foreign-initiated cases may become the norm
in the future.

Timelines

The average time required to complete Attribution/Allocation (i.e., transfer pricing) cases in
2021 was 25.36 months, although cases submitted after 2015 averaged 20.61 months. The
average time to complete other (non-transfer pricing) cases was 19.21 months. The average
time to completion for Canadian-initiated cases submitted after 2015 was 17.31 months,
while that for foreign-initiated cases was 21.98 months.

Case outcomes

Of the 74 resolved negotiable post-2015 MAP cases that were resolved in 2021, 48.65%

(36 cases) of taxpayers who sought assistance obtained full relief from double taxation,
14.86% (11 cases) obtained unilateral relief, 2.7% (2 cases) resulted in partial relief, and 8.1%
(6 cases) were considered under the MAP but did not obtain relief (either the case was denied
MAP access, the competent authorities reached agreement that there was no taxation
warranting relief, or no agreement to provide relief was reached). In 19 cases, or 25.68%,

the request was dismissed — either rejected by the competent authority in the first instance or
withdrawn by the taxpayer, or otherwise addressed via a domestic remedy.
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The full relief percentage is roughly in line with overall statistics reported by OECD members
in 2021 (53%). Nonetheless, the Canada rate of cases that were considered but did not obtain
full relief at 29.62% is of concern.! The prevalence of these cases underscores the need for
taxpayers to pay close attention to the process and technical requirements of the Income Tax
Act and applicable tax treaties as they move through the dispute resolution process, in order
to ensure the highest probabilities of obtaining double tax relief and to fully protect their
rights in the event that the MAP does not satisfactorily resolve their issues.

Implications

As the primary dispute resolution mechanism for taxpayers to resolve their international
disputes, the continued effectiveness of the Canadian MAP program is of interest to all
Canadian taxpayers. Higher rates in 2021 of cases not receiving full relief is of concern and
may reflect the increasing contentiousness of transfer pricing disputes globally. It may also
contribute to Canadian taxpayers choosing domestic dispute resolution avenues more
frequently in the future.

Learn more

To view the full MAP Program Report, visit:
Mutual Agreement Procedure - Program report - 2021 - Canada.ca

For more information, please contact your EY or EY Law advisor or one of the following
professionals:

Toronto

Marlon Alfred
+1 416932 5151 | marlon.alfred@ca.ey.com

Andrew Clarkson
+1 416943 2146 | andrew.clarkson@ca.ey.com

Tara Di Rosa
+1 416943 2671 | tara.dirosa@ca.ey.com

Matthew Sambrook
+1 416 943 2080 | matthew.sambrook@ca.ey.com

L Per Mutual Agreement Procedure Statistics 2021 - Canada (oecd.org): Of 81 completed cases: 6 were denied
MAP access; 3 determined the objection was not justified; 3 were withdrawn by the taxpayer; 2 received partial
relief; 1 agreed no taxation not in accordance with the treaty; 5 reached no agreement, or agreed to disagree;

and 4 had other outcomes.
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Caton Walker
+1 416 943 5240 | caton.walker@ca.ey.com

Andrei Tarassov
+1 416 943 2546 | andrei.tarassov@ca.ey.com

Ottawa

Rene Fleming
+1 613 598 4406 | rene.fleming@ca.ey.com

Paul Mulvihill
+1 613 598 4339 | paul.f.mulvihill@ca.ey.com

Tony Wark
+1 613598 4322 | tony.wark@ca.ey.com

Quebec and Atlantic Canada

Wael Tfaily
+1 514 879 6695 | wael.tfaily@ca.ey.com

Alfred Zorzi
+1 514 874 4365 | alfred.zorzi@ca.ey.com

Héléne Vaudrin
+1 514 874 4661 | helene.vaudrin@ca.ey.com

British Columbia

Tina Berthaudin
+1 604 891 8207 | tina.berthaudin@ca.ey.com

Greg Noble
+1 604 891 8221 | greg.noble@ca.ey.com

Adrian Tan
+1 604 891 8318 | adrian.tan@ca.ey.com

Prairies

Andreas Ottosson
+1 403 592 9966 | andreas.ottosson@ca.ey.com
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EY Law

Daniel Sandler
+1 416 943 4434 | daniel.sandler@ca.ey.com

Angelo Nikolakakis
+1 514 879 2862 | angelo.nikolakakis@ca.ey.com

David Robertson
+1 403 206 5474 | david.d.robertson@ca.ey.com

Roger Taylor
+1 613598 4315 | roger.taylor@ca.ey.com
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EY | Building a better working world

EY exists to build a better working world, helping to create
long-term value for clients, people and society and build
trust in the capital markets.

Enabled by data and technology, diverse EY teams in over
150 countries provide trust through assurance and help
clients grow, transform and operate.

Working across assurance, consulting, law, strategy, tax and
transactions, EY teams ask better questions to find new
answers for the complex issues facing our world today.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young Global
Limited, a UK company limited by guarantee, does not provide
services to clients. Information about how EY collects and uses
personal data and a description of the rights individuals have
under data protection legislation is available via ey.com/privacy.
For more information about our organization, please visit
ey.com.

About EY's Tax Services

EY's tax professionals across Canada provide you with deep
technical knowledge, both global and local, combined with
practical, commercial and industry experience. We offer a range
of tax-saving services backed by in-depth industry knowledge.
Our talented people, consistent methodologies and unwavering
commitment to quality service help you build the strong
compliance and reporting foundations and sustainable tax
strategies that help your business achieve its potential. It's how
we make a difference.

For more information, visit ey.com/ca/tax.

About EY Law LLP

EY Law LLP is a national law firm affiliated with EY in Canada,
specializing in tax law services, business immigration services
and business law services.

For more information, visit eylaw.ca.

About EY Law's Tax Law Services

EY Law has one of the largest practices dedicated to tax
planning and tax controversy in the country. EY Law has
experience in all areas of tax, including corporate tax, human
capital, international tax, transaction tax, sales tax, customs and
excise.

For more information, visit http://www.eylaw.ca/taxlaw

© 2023 Ernst & Young LLP. All Rights Reserved.
A member firm of Ernst & Young Global Limited.

This publication contains information in summary form, current as of the
date of publication, and is intended for general guidance only. It should
not be regarded as comprehensive or a substitute for professional advice.
Before taking any particular course of action, contact EY or another
professional advisor to discuss these matters in the context of your
particular circumstances. We accept no responsibility for any loss or
damage occasioned by your reliance on information contained in this
publication.
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