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In brief
The Advance Pricing Arrangement (APA) program of the Canada Revenue Agency (CRA) is
administered through the CRA’s Competent Authority Services Division (CASD) in Ottawa. The CRA
offers the APA program to assist taxpayers who are seeking prospective certainty with respect to crossborder related-party transactions.
The CASD recently released its annual report on Canada’s APA program covering the year ended
December 31, 2018 (the report).
For 2018, the APA program reported fewer APA closures than the 10-year high reported last year.
Nonetheless, APA productivity remains at the upper bound of case closures reported from 2013 to 2017,
and the CRA was able to maintain a reasonable level of inventory — reporting only a marginal increase
in active cases despite a relatively high intake. In addition, the APA program again showed
improvements in overall case completion times, with less time taken in the negotiation and postnegotiation phases of the APA process.

In detail
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Additional information
APA type: Canada’s APA program
continues to be heavily weighted to
bilateral/multilateral cases,
representing nearly 91% of workload
in both the current year and since
2013–2104.
Industry sectors: Over half (56%) of
the cases in process involve
companies in the following industry
sectors: petroleum (24%), automobile
and other transportation equipment
(16%), and health (16%). The
following four sectors each accounted
for 8% of APAs: food and beverage,
computer and electronics, metals and
minerals, and retail trade.
Transaction type: The majority of
APAs continue to relate to transfers of
tangible property (60% of completed
and 39.4% of in-process cases),
followed by intangible property (20%
of completed and 32.4% of in-process
cases), intra-group services (20% of
completed and 21.1% of in-process
cases), and financing (5% of inprocess cases).
Participation by country: Of the inprocess bilateral cases, 54% are with
the United States. Canada also
reported cases with Australia, Chile,
China, France, Germany, India,
Ireland, Japan, Korea, the
Netherlands, New Zealand, Sweden,
Switzerland, and the UK.
PwC observations
We note the following APA-related
trends in 2018:
 Continued strong interest from
corporate taxpayers in the
program, as evidenced by yearover-year increases in both the
number of pre-file meetings held
and APAs accepted compared to
2017. The number of pre-file
meetings held for this year is
among the highest in the past 10

2

years. We also note that the
CRA’s intake into the APA program
was relatively high this year: twice
that of 2017 and among the
highest in the past 10 years.
 A relatively low closing APA
inventory of 71 cases — slightly
higher than the 67 cases in
inventory at the end of 2017 (the
lowest since the 2008–2009
report), but still significantly lower
than the closing inventories
between 2013 and 2016 (i.e., 90
cases and above). We understand
this was achieved notwithstanding
that, as in 2017, resources
continued to be directed to the
completion of mandatory workload
related to double tax cases and
efforts related to the International
Compliance Assurance Program
(ICAP) and other initiatives of the
Organisation for Economic Cooperation and Development
(OECD).
 While specific percentages were
not reported in the 2013–2014 and
2014–2015 APA annual reports,
there appears to have been a
steady decline in the proportion of
Canadian APA workload involving
the Canada-US Income Tax
Convention and greater
diversification of the APA workload
involving Canada’s other income
tax conventions.
 As in prior years, taxpayers should
continue to be careful in relying on
this year’s completion timelines for
unilateral APAs (UAPAs). The
small number of concluded cases,
year-over-year variability in UAPA
completion timelines, and our
knowledge of in-process cases
would suggest that UAPA
applicants might experience
completion timelines that differ

from that suggested by this year’s
report.
 We observe that the CRA has
been able to maintain last year’s
lower reported number of months
spent at the due diligence phase
while improving timelines over last
year for the negotiation and postnegotiation phases for
bi/multilateral APAs. Overall, the
average time to complete an APA
decreased from 48.5 months in
2017 to 44.0 months in 2018.
 From an organizational
perspective, there has been a
slight realignment of the CASD
structure. There are now only three
managers responsible for APA and
Mutual Agreement Procedure
(MAP) cases, whereas historically
there were four.
Looking to the future, we see the
following:
 Since 2010, the CRA has
expressed its desire to increase
transparency and reduce
uncertainty for taxpayers through
up-front efforts during the APA
process. We have seen improved
predictability in the nature and
extent of information required by
the CRA; this may be indicative of
sustainable improvements in the
due diligence phase of the APA
process. The overall reduction in
case closure times and noted
reduction in time required to
complete the other aspects of the
APA process are welcome
improvements and consistent with
the CRA’s efforts to seek
feedback, strengthen the APA
program, and capture efficiencies
for taxpayers.
 While the 2018 MAP report has not
yet been published, based on 2017
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MAP inventory levels and 2018
APA inventory levels, it appears
that overall inventory levels may be
coming down, meaning that all
things being equal, the CASD may
be able to direct more resources to
current and new applications.

The takeaway
For taxpayers, the potential availability
of increased CASD resources per
case as well as the potential for
improved predictability in respect of
due diligence could mean shortened

timelines and strengthened resources
necessary for supporting the
conclusion of an APA.
The high level of cases progressing
from the pre-acceptance to
acceptance phase of the APA process
also may indicate improved
efficiencies on the CRA’s part in
respect of the intake process; this
may result in lower resource intensity
and greater certainty for taxpayers
considering applying for an APA. If
this faster turnover can be sustained,
taxpayers also may expect a higher

likelihood of achieving prospective
certainty.
The APA program continues to be an
excellent means by which the CRA
and Canadian taxpayers can achieve
mutually agreeable tax certainty in the
future. We welcome the CRA’s
continued openness with the APA
program in the face of limited capacity
and the uncertain impact on taxpayers
resulting from the OECD’s base
erosion and profit shifting (BEPS)
action plan and specific initiatives of
various countries.

_________________________
Endnotes
1.

An application withdrawal occurs when a taxpayer formally engages the CRA in an APA pre-file meeting but either chooses not to
pursue an APA or is informed by the CRA that the proposed covered transactions are not well suited for the APA program.

2.

Pending applications are under consideration for acceptance to the program — i.e., a pre-file meeting has occurred between the
CRA and a taxpayer, but the taxpayer has not yet provided an APA submission.

3.

An APA withdrawal occurs where a taxpayer has provided a detailed APA submission but either is unable to continue in the APA
process or is informed by the CRA that it is not suited for the APA program.

4.

Of the 25 completed APAs in 2018, the majority (23) were bilateral agreements with foreign tax administrations; one was a
multilateral agreement; and one was a unilateral agreement.
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Ivan Williams, Calgary
+1 403 509 7554
ivan.p.williams@pwc.com

Shiraj Keshvani, Toronto
+1 416 687 8524
shiraj.keshvani@pwc.com

Elizabeth Robert, Montreal
+1 514 205 5094
elizabeth.robert@pwc.com

Transfer Pricing Global, Americas, and US Leaders
Isabel Verlinden, Brussels
Global Transfer Pricing Leader
+32 2 710 44 22
isabel.verlinden@be.pwc.com

Horacio Peña, New York
Americas Transfer Pricing Leader
+1 646 471 1957
horacio.pena@pwc.com

Paige Hill, New York
US Transfer Pricing Leader
+1 646 471 5192
paige.hill@pwc.com

Our insights. Your choices.
Select 'Tax services' as your Services and solutions of interest to receive more content like this.
Set your preferences today
© 2019 PwC. All rights reserved. PwC refers to the PwC network and/or one or more of its member firms, each of which is a separate legal entity. Please see
www.pwc.com/structure for further details.
SOLICITATION
This content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors.
At PwC, our purpose is to build trust in society and solve important problems. PwC is a network of firms in 158 countries with more than 250,000 people who are committed to
delivering quality in assurance, advisory and tax services. Find out more and tell us what matters to you by visiting us at www.pwc.com/US.

4

pwc

