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Grant Thornton International Ltd
welcomes the opportunity to
comment on the OECD public
discussion draft entitled BEPS
Action 14: Make dispute resolution
mechanisms more effective, iIssued
18 December 2014. Our general
observations and detailed
comments are set out below
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General observations

In our experience, taxpayers are in favour of the mutual agreementVewelcome the OECD's recognition that there are currently
procedure (MAP) process and would like to see improved accebsiriers to entering the MAP process and to cases progressing
to the existing system, rather than a radical change in MAP or tbace accepted into MAP. In particular, we welcome options 4, 7,
creation of an alternatipeocess. 10, 16 and 17 of the discussion draft. These options relate to
Furthermorewhere the MAP process has worked well for  supportinghe CAsresourcing of MAP, improving the simplicity
taxpayers, it has been between knowledgeable, experienced and transparency of MAP and clarifying the relatiobstvijgen
competent authority (CA) teams who had worked with each othBtAP and domestic laws, particularly regarding tax collection
a lot and who both wanted to resolve the issue of double taxati@uringMAP.
through applying a principles baapproach. Whilewe were disappointed that there was no consensus on
Converselytaxpayers have been reticent to engage in the MARoving towards mandatory binding MAP arbitration, we recognise
process where barriers were placed in the way of entering the that the options presented in the discussion draft are a serious
processwhere the domestic tax collection continued during MARittempt to address the obstacles to speedy and effective resolution
and where previous experience suggested tiGAshere of treatyrelated disputes throutytAP.
unlikely to come to agreement in a timely manner. The options  Wenote that MAP is one aspect of the dispute resolution
presented in the discussion draft go some way to addressing theseess. Making improvements to that wider process may also
concerns. impact on the success of MAP. For example, helping tax
Wenote that the introduction of other BEPS measures is likeuthorities to identify the most appropriate cases to audit, when to
to place greater pressure on the MAP and dispute resolution pursue and when to close a case, as well as working with taxpayers
processes already in place. It was in recognition of this that theto resolve cases more quickly, could all relieve the, soon to be
OECD have introduced BEPS action 14, in order to ensure further increased, pressure on MAP.
swifter and more transparent dispute resolution. We would be
disappointed if other BEPS actions were therefore introduced
without sufficient support being given to Action 14




Further improvements

Taxpayers' charter Paying an entry fee to MAP

In the UK, there exists a genéralpayersharter’, which sets out We are aware that @Asface increased resource pressures,
principles binding on both taxpayers and the fiscal authority. Thearticularly in the area of MAP resolution. Some tax authorities
taxpayer is expected to act honestly and in good faith and in rettlrarge an entry fee to participate in an advance pricing agreement
there is a promise of fair and principled behaviour and respect @ind we could see a position where tax authorities similarly seek to
taxpayer confidentiality by the fisaghority. charge for entry into the MA¥ocess.

A similar higHevel charter relating to MAP procedures could  Wedo not accept the principle that taxpayers should pay in
provide protection fo€Asby regulating taxpayer intentions aboubrder to enter an arbitration or tax audit process, to which they are
invoking MAP, without dictating in detail how a MAP procedure legally entitled under the relevant treaty. However, from a purely
is to be run. The charter would, however, be a public reassurangegmatic perspective, if an entry fee was imposed in respect of
for taxpayers that a CA remains epémded abouaccess MAP and that fee was nominal and the monies received were used
to MAP and that the CA will abide by the principfes to resource costs incurred by @#sin running the MAP
concludingVlAP processes in a timely and unprejudiced matter. arbitration, then taxpayers may accept the charge.

The charter could potentially become adtegje test point for
anythird partywho assesses whether MAP has been sought or
grantedappropriately.

GrantThornton International Ltd believes that this proposal
could potentially address in part the issues highlighted by options
10, 12, 16, 17, 18 and 28 of the discussion draft. These options
address the transparency and simplicity of the MAP process,
whether MAP can be applied to cases wherelbarse legislation
has been invoked at a domestic level, the wider relationship
between MAP and domestic legislation and the time limits applied
to MAP resolution.




Comments on the options presented in the discussion draft

Our specific comments on some of the options are summarisedOption 110 guidance on minimum contents of a MAP

below: requestd while we agree that further guidance would be helpful

to taxpayers, as noted in our comments on option 30 below,

; . . . reater involvement of taxpayers in the process may allow quicker

likely to strive for the resolution of a case if they have strong g payer P nay q ’
more focused answers to questions of fact that will overcome the

working relationships fostered by betteorciination, . .
- n%ed to request large amounts of information at the start of the
transparency and trust between them (see option 21) and throu Ucess

adequate resourcing (see option 4 below).

Option 1 6 the importance of resolving cased CAsare more

Option 4 & provide adequate resources t€@Asd an effective Opqon 128 clarl_fy_ the_ avalla_blhty of MAP access vyhere an
anti-abuse provision is applied we fully supporoption12.

way to resolve disputes is vital if taxpayers are to embrace andWe note that some territories, such as the UK with its proposed

accept the BEPS programme. This means, despite embracing ways . -
to reduce the costs of MAP (see comments on option 32 belowg“yerted Profits TXOPT), are already contemplating the

. . o . ddoption of domestic argtbuse rules in anticipation of the
the need for resources for resolving disputes is likely to be higher . .
. - - . outcome of the BEPS project. The relevant tax authorities may
in the future. We therefore welcome this option, particularly as we

believe that MAP applications will rise as a result of other BEP rgue that such measures do not fall within the ambit of double
actions axtreaties.

Weare concerned that such measures could lead to multiple tax
Option 7 & ensure that audit settlements do not block access charges on the same profits without the possibility of effective

to MAP & it is important that taxpayers have full access to MAPdouble taxation religfor example, this might occur if one state

and we therefore strongly support the move to discontinue the argued that the activities of an enterprise in their jurisdiction are
practice of preventing taxpayers seeking MAP at the conclusioriasftamount to a Permanent Establishment (PE) and impose tax
an audit. on that basis under domestic-abtise rules whereas the state of
residence of the enterprise does not consider the PE threshold in

Option 108 improve transparency and access to MA®given the relevant treaty or treaties is. met

that BEPS may result in a larger number of taxpayers seeking
redress through MAP than previously had been the case, many of
whom may not have used the process before, all improvements to
the transparency of and access to MAP are welcome. We strongly
welcome this option.







