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In brief 

The Japanese National Tax Agency’s (NTA’s) Office of Mutual Agreement Procedure this month released 

guidance on mutual agreement procedures (MAP). This guidance complements the existing 

Commissioner’s Directive on Mutual Agreement Procedures (Administrative Guidance) and is designed 

to ensure Japan’s compliance with BEPS Action 14: More Effective Dispute Resolution Mechanisms. 

 

In detail 

The guidance covers topics such 
as the purpose of MAP, treaty 
provisions covering MAP, 
jurisdictions with which Japan 
can engage in MAP, time to 
complete MAP, and the 
Japanese process for requesting 
and completing MAP — 
including arbitration. As can be 
seen, the guidance may not be 
new for tax professionals and 
taxpayers with experience in 
MAP, whether as the result of an 
audit assessment or through a 
bilateral advance pricing 
agreement (APA). The 
importance of the guidance is 
therefore not in its contents, but 
rather in its indication of (i) the 
NTA’s clear intention to comply 
with the tax authority 
obligations arising from the 
BEPS program, and (ii) the 
NTA’s ongoing preparation for 
and willingness to engage in 

MAP discussions on behalf of 
taxpayers. As many tax 
professionals and tax experts 
expect to see a surge in the 
number of cases of double 
taxation in the future, this 
continuing willingness to 
engage in MAP should be a 
comfort to corporations engaged 
in cross border business, at least 
as far as that business touches 
Japan.   

As part of the guidance, the NTA 
has also published the list of 
countries with which it has a 
treaty that contains a provision 
for MAP, as at September 1, 
2017. In total, Japan has 63 tax 
treaties containing a MAP 
clause, covering 74 jurisdictions. 
Moreover, it is currently 
engaged in MAP discussions 
with 22 of those jurisdictions, 
arising from both audit 
assessments and APAs. 

The NTA’s current inventory of 
MAPs is contained in the NTA’s 
MAP Report for the 
administrative year ended June 
30, 2016 (AY2015). The MAP 
Report provides MAP statistics 
(e.g., cases received, cases 
disposed of and cases carried 
over) in each business year, as 
well as information related to 
APAs. (Statistics for AY2016 
should be available later this 
year.) 

As can be seen from the MAP 
Report for AY2015, the number 
of MAP cases has continued to 
increase to a total of 195 cases 
received. Consistent with past 
years, the bulk of these MAP 
cases relate to APAs (77% of 
total MAP).  This number 
suggests that multinationals 
continue to look to Japan’s well-
established APA program as the 
preferred means of managing 
their potential  
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transfer pricing taxation risks on a 
proactive basis (rather than reactively, 
i.e., waiting for a transfer pricing 
assessment and then using MAP to 
eliminate or mitigate the double 
taxation). 

At the same time, the continuing 
increase in cases has extended 
processing times to an average of 26 
months, with MAPs relating to 
transfer pricing assessments taking 
slightly longer to complete on average 
than MAPs relating to APAs.   

Finally, while the US is still the 
counterparty to the largest share of 
Japanese MAPs at 31%, China is fast 
catching up at 18%. Most surprising is 
the 9% of MAPs with India, despite 
the Indian APA program only 
commencing in 2015. On the other 
hand, while the NTA’s engagement 
with non-OECD countries like China 
and India is to be congratulated, the 
average processing times for non-
OECD MAPs — at 33.3 months — are 
significantly higher than the 
processing times for OECD MAPs. 
This is particularly the case for non-

OECD APAs, where processing times 
are currently at 41.4 months. 

The takeaway 

The NTA’s reaffirmation of its 
willingness to engage in MAPs is a 
welcome sign for taxpayers, in 
particular around APA cases. 
Taxpayers should take note however, 
that MAPs arising from transfer 
pricing assessments and MAPs with 
non-OECD treaty partners are likely 
to take longer to process and 
complete, and expectations should be 
set accordingly. 
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