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Foreword

The integration of national economies and markets has increased substantially in
recent years, putting a strain on the international tax rules, which were designed more than
a century ago. Weaknesses in the current rules create opportunities for base erosion and
profit shifting (BEPS), requiring bold moves by policy makers to restore confidence in the
system and ensure that profits are taxed where economic activities take place and value is
created.

Following the release of the report Addressing Base Erosion and Profit Shifting in
February 2013, OECD and G20 countries adopted a 15-point Action Plan to address
BEPS in September 2013. The Action Plan identified 15 actions along three key pillars:
introducing coherence in the domestic rules that affect cross-border activities, reinforcing
substance requirements in the existing international standards, and improving transparency
as well as certainty.

After two years of work, measures in response to the 15 actions were delivered to G20
Leaders in Antalya in November 2015. All the different outputs, including those delivered
in an interim form in 2014, were consolidated into a comprehensive package. The BEPS
package of measures represents the first substantial renovation of the international tax rules
in almost a century. Once the new measures become applicable, it is expected that profits
will be reported where the economic activities that generate them are carried out and
where value is created. BEPS planning strategies that rely on outdated rules or on poorly
co-ordinated domestic measures will be rendered ineffective.

Implementation is now the focus of this work. The BEPS package is designed to be
implemented via changes in domestic law and practices, and in tax treaties. With the
negotiation of a multilateral instrument (MLI) having been finalised in 2016 to facilitate
the implementation of the treaty related BEPS measures, over 85 jurisdictions are covered
by the MLI. The entry into force of the MLI on 1 July 2018 paves the way for swift
implementation of the treaty related measures. OECD and G20 countries also agreed to
continue to work together to ensure a consistent and co-ordinated implementation of the
BEPS recommendations and to make the project more inclusive. Globalisation requires
that global solutions and a global dialogue be established which go beyond OECD and G20
countries.

A better understanding of how the BEPS recommendations are implemented in
practice could reduce misunderstandings and disputes between governments. Greater
focus on implementation and tax administration should therefore be mutually beneficial to
governments and business. Proposed improvements to data and analysis will help support
ongoing evaluation of the quantitative impact of BEPS, as well as evaluating the impact of
the countermeasures developed under the BEPS Project.

As a result, the OECD established the Inclusive Framework on BEPS, bringing all
interested and committed countries and jurisdictions on an equal footing in the Committee
on Fiscal Affairs and all its subsidiary bodies. The Inclusive Framework, which already
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4 FOREWORD

has more than 125 members, is monitoring and peer reviewing the implementation of the
minimum standards as well as completing the work on standard setting to address BEPS
issues. In addition to BEPS members, other international organisations and regional tax
bodies are involved in the work of the Inclusive Framework, which also consults business
and the civil society on its different work streams.

This report was approved by the Inclusive Framework on BEPS on 8 May 2019 and
prepared for publication by the OECD Secretariat.
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Executive summary

Latvia has a relatively large tax treaty network with over 60 tax treaties and has signed
and ratified the EU Arbitration Convention. Latvia has limited experience with resolving
MAP cases. It has a small MAP inventory, except for a set of cases submitted in 2016
where almost 200 taxpayers were involved, and four cases are pending on 31 December
2017. Of these cases, 50% concern allocation/attribution cases. Overall Latvia meets
slightly more than half of the elements of the Action 14 Minimum Standard. Where it has
deficiencies, Latvia is working to address some of them.

All of Latvia’s tax treaties contain a provision relating to MAP. Those treaties mostly
follow paragraphs 1 through 3 of Article 25 of the Model Tax Convention on Income and
Capital 2017 (OECD, 2017) Its treaty network is largely consistent with the requirements
of the Action 14 Minimum Standard, except for the fact that approximately 10% of its
tax treaties do not contain the equivalent of Article 25(3), second sentence of the OECD
Model Tax Convention stating that the competent authorities may consult together for the
elimination of double taxation for cases not provided for in the tax treaty.

In order to be fully compliant with all four key areas of an effective dispute resolution
mechanism under the Action 14 Minimum Standard, Latvia needs to amend and update a
certain number of its tax treaties. In this respect, Latvia signed the Multilateral Instrument,
through which a number of its tax treaties will potentially be modified to fulfil the
requirements under the Action 14 Minimum Standard. Where treaties will not be modified,
upon entry into force of this Multilateral Instrument for the treaties concerned, Latvia
reported that it intends to update all of its tax treaties to be compliant with the requirements
under the Action 14 Minimum Standard via bilateral negotiations, but has not yet put a plan
in place in relation hereto.

Latvia in principle meets the Action 14 Minimum Standard concerning the prevention
of disputes. It has in place a bilateral APA programme. This APA programme in theory
enables taxpayers to request roll-back of bilateral APAs. However, no such cases were
requested during the period of review.

Latvia meets some requirements regarding the availability and access to MAP under
the Action 14 Minimum Standard. It provides access to MAP in transfer pricing cases,
although it has since 1 January 2016 not received any MAP request concerning such cases.
However, Latvia might deny access to MAP in cases where anti-abuse provisions are
applied. Furthermore, Latvia does not have yet in place a documented bilateral consultation
or notification process for those situations in which its competent authority considers
the objection raised by taxpayers in a MAP request as not justified. Latvia has not yet
introduced its guidance on the availability of MAP and how it applies this procedure in
practice.

Concerning the average time needed to close MAP cases, the MAP statistics for Latvia
for the period 2016-17 are as follows:
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Opening Average time

inventory Cases End inventory | to close cases
2016-17 1/1/2016 Cases started closed 31/12/2017 (in months)*
Attribution/allocation cases 2 0 0 2 N/A
Other cases 1 200 199 2 5.60
Total 3 200 199 4 5.60

*The average time taken for resolving MAP cases for post-2015 cases follows the MAP Statistics Reporting
Framework. For computing the average time taken for resolving pre-2016 MAP cases, Latvia used as a start
date five weeks from the receipt of a MAP request received from the taxpayer, and as the end date the date
the taxpayer is informed of the outcome of the MAP.

These statistics were revised after Latvia reported that it omitted a set of cases
concerning 197 taxpayers in its initial reporting for 2016 MAP statistics, and it did not
reach out to all of its treaty partners to ensure that its statistics were matching with those
reports by the latter. The number of cases Latvia closed in 2016 or 2017 is roughly the
same as the number of all new cases started in those years. Its MAP inventory as per
31 December 2017 remained similar as compared to its inventory as per 1 January 2016.
During these years, MAP cases were closed on average within a timeframe of 24 months
(which is the pursued average for closing MAP cases received on or after 1 January 2016),
as the average time necessary was 5.60 months. This concerns the resolution of other cases,
and no attribution/allocation cases were closed.

Furthermore, Latvia does not meet the other requirements under the Action 14
Minimum Standard in relation to the resolution of MAP cases. Tax administration personnel
directly involved in the adjustment at issue may influence the resolution of attribution/
allocation cases. Also, one of the performance indicators used for the evaluation of staff in
charge of MAP might be based on the maintained amounts of tax revenues. However, no
issues have surfaced during the period under review and its competent authority adopts a
solution-oriented and collaborative approach to resolve MAP cases.

Lastly, Latvia meets the Action 14 Minimum Standard as regards the implementation
of MAP agreements. In addition, Latvia monitors the implementation of MAP agreements
and no issues have surfaced throughout the process.

Reference

OECD (2017), Model Tax Convention on Income and on Capital 2017 (Full Version), OECD
Publishing, Paris, https:/dx.doi.org/10.1787/g2g972ee-en.
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Introduction

Available mechanisms in Latvia to resolve tax treaty-related disputes

Latvia has entered into 61 tax treaties on income (and/or capital), all of which are in
force.! These 61 treaties apply to 62 jurisdictions.? All of these treaties provide for a mutual
agreement procedure for resolving disputes on the interpretation and application of the
provisions of the tax treaty. In addition, three of the 61 treaties provide for an arbitration
procedure as a final stage to the mutual agreement procedure.?

Furthermore, Latvia is a signatory to the EU Arbitration Convention, which provides
for a mutual agreement procedure supplemented with an arbitration procedure for
settling transfer pricing disputes and disputes on the attribution of profits to permanent
establishments between EU Member States.* In addition, Latvia also adopted the Council
Directive (EU) 2017/1852 of 10 October 2017 on tax dispute resolution mechanisms in the
European Union. This directive needs to be implemented in Latvia’s domestic legislation
as per 1 July 2019.°

In Latvia, the competent authority function to conduct MAP is delegated to the Minister
of Finance and further to the Head of the State Revenue Department. The competent
authority of Latvia currently employs approximately six employees across several divisions
who also deal with other tasks in the respective divisions. Latvia has not issued any
guidance on governance and administration of the mutual agreement procedure (“MAP”).

Recent developments in Latvia

Latvia reported that it is currently conducting tax treaty negotiations with eleven
jurisdictions.

Furthermore, Latvia on 7 June 2017 signed the Multilateral Convention to Implement
Tax Treaty Related Measures to Prevent Base Erosion and Profit Shifting (“Multilateral
Instrument”), to adopt, where necessary, modifications to the MAP article under its tax
treaties with a view to be compliant with the Action 14 Minimum Standard in respect of
all the relevant tax treaties. With the signing of the Multilateral Instrument, Latvia also
submitted its list of notifications and reservations to that instrument.® In relation to the
Action 14 Minimum Standard, Latvia reserved, pursuant to Article 16(5)(a), the right not
to apply Article 16(1) of the Multilateral Instrument (concerning the mutual agreement
procedure) that modifies existing treaties to allow the submission of a MAP request to
the competent authorities of either contracting state.” This reservation is in line with the
requirements of the Action 14 Minimum Standard.

Where treaties will not be modified by the Multilateral Instrument, Latvia reported
that it strives updating them through future bilateral negotiations. In this respect, Latvia
reported that it will initiate those after the entry into force of the Multilateral Instrument
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for the treaties concerned, and in the meantime, it will analyse proposals from other
jurisdictions. Latvia has no plan in place yet for that purpose. Latvia intends to set such a
plan after this peer review.

Basis for the peer review process

The peer review process entails an evaluation of Latvia’s implementation of the
Action 14 Minimum Standard through an analysis of its legal and administrative
framework relating to the mutual agreement procedure, as governed by its tax treaties,
domestic legislation and regulations, as well as its MAP programme guidance (if any)
and the practical application of that framework. The review process performed is desk-
based and conducted through specific questionnaires completed by Latvia, its peers and
taxpayers. The questionnaires for the peer review process were sent to Latvia and the peers
on 31 August 2018.

The period for evaluating Latvia’s implementation of the Action 14 Minimum
Standard ranges from 1 January 2016 to 31 August 2018 (“Review Period”). In addition
to the assessment on its compliance with the Action 14 Minimum Standard, Latvia also
asked for peer input on best practices. Furthermore, this report may depict some recent
developments that have occurred after the Review Period, which at this stage will not
impact the assessment of Latvia’s implementation of this minimum standard. In the update
of this report, being stage 2 of the peer review process, these recent developments will be
taken into account in the assessment and, if necessary, the conclusions contained in this
report will be amended accordingly.

For the purpose of this report and the statistics below, in assessing whether Latvia is
compliant with the elements of the Action 14 Minimum Standard that relate to a specific
treaty provision, the newly negotiated treaties or the treaties as modified by a protocol,
as described above, were taken into account, even if it concerned a modification or a
replacement of an existing treaty. Furthermore, the treaty analysis also takes into account
the treaty with the former Serbia and Montenegro for both Serbia and Montenegro to
which this treaty is still being applied by Latvia. As it concerns the same tax treaty that
is applicable to multiple jurisdictions, this treaty is only counted as one treaty for this
purpose. Reference is made to Annex A for the overview of Latvia’s tax treaties regarding
the mutual agreement procedure.

In total nine peers provided input: Germany, Lithuania, the Netherlands, Norway,
Slovenia, Sweden, Switzerland, Turkey and the United States. Out of these eight peers,
three had MAP cases with Latvia that started on or after 1 January 2016, according to
the MAP statistics reported by Latvia. These three peers represent 99.5% of post-2015
MAP cases in Latvia’s inventory that started in 2016 or 2017. While most peers indicated
their limited experiences with Latvia, some of them reported having experienced good
co-operation from Latvia’s competent authority.

Latvia provided limited answers in its questionnaire, which was submitted on time.
Latvia was responsive in the course of the drafting of the peer review report by responding
to requests for additional information, and provided further clarity where necessary. In
addition, Latvia provided the following information:

*  MAP profile®

*  MAP statistics® (see below). Latvia provided information in the course of its peer
review on a case relating to a significant number of taxpayers that caused a revision
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to the 2016 MAP statistics as initially submitted and published on the OECD
website. For the purpose of this report, the revised (and accurate) version of the
2016 M AP statistics is taken into account.

Finally, Latvia is a member of the FTA MAP Forum and has shown good co-operation
during the peer review process.

Overview of MAP caseload in Latvia

The analysis of Latvia’s MAP caseload relates to the period starting on 1 January
2016 and ending on 31 December 2017 (“Statistics Reporting Period”). According to the
revised 2016 MAP statistics provided by Latvia in the course of its peer review, its MAP
caseload during this period was as follows:

Opening inventory End inventory
2016-17 1/1/2016 Cases started Cases closed 31/12/2017
Attribution/allocation cases 2 0 0 2
Other cases 1 200 199 2
Total 3 200 199 4

General outline of the peer review report

This report includes an evaluation of Latvia’s implementation of the Action 14
Minimum Standard. The report comprises the following four sections:

A. Preventing disputes

B. Availability and access to MAP

C. Resolution of MAP cases

D. Implementation of MAP agreements.

Each of these sections is divided into elements of the Action 14 Minimum Standard,
as described in the terms of reference to monitor and review the implementing of the
BEPS Action 14 Minimum Standard to make dispute resolution mechanisms more
effective (“Terms of Reference”).!” Apart from analysing Latvia’s legal framework and
its administrative practice, the report also incorporates peer input. Furthermore, the report
depicts the changes adopted and plans shared by Latvia to implement elements of the
Action 14 Minimum Standard where relevant. The conclusion of each element identifies
areas for improvement (if any) and provides for recommendations how the specific area for
improvement should be addressed.

The objective of the Action 14 Minimum Standard is to make dispute resolution
mechanisms more effective and concerns a continuous effort. Therefore, this peer review
report includes recommendations that Latvia continues to act in accordance with a given
element of the Action 14 Minimum Standard, even if there is no area for improvement for
this specific element.
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Notes

L. The tax treaties Latvia has entered into are available at: www.fm.gov.lv/en/s/taxes/conventions/.
The newly signed protocol (2016) with Switzerland will amend the existing treaty (2002)
with Switzerland, once entered into force. Those treaties are taken into account in the treaty
analysis. Reference is made to Annex A for the overview of Latvia’s tax treaties.

2. Latvia continues to apply the treaty with former Serbia and Montenegro to both Serbia and
Montenegro.
3. It concerns the treaties with Japan, Netherlands and Switzerland. In case of Switzerland, an

arbitration provision will be added by the newly signed protocol referred to in the above note.
Reference is made to Annex A for the overview of Latvia’s tax treaties.

4. Convention on the elimination of double taxation in connection with the adjustment of profits
of associated enterprises (90/436/EEC) of July 23, 1990.

Available at: https://eur-lex.europa.eu/eli/dir/2017/1852/0j.

6. Available at: www.oecd.org/tax/treaties/beps-mli-position-latvia.pdf.

Ibid. This reservation on Article 16 — Mutual Agreement Procedure reads: “Pursuant to
Article 16(5)(a) of the Convention, LATVIA reserves the right for the first sentence of
Article 16(1) not to apply to its Covered Tax Agreements on the basis that it intends to meet the
minimum standard for improving dispute resolution under the OECD/G20 BEPS Package by
ensuring that under each of its Covered Tax Agreements (other than a Covered Tax Agreement
that permits a person to present a case to the competent authority of either Contracting
Jurisdiction), where a person considers that the actions of one or both of the Contracting
Jurisdictions result or will result for that person in taxation not in accordance with the provisions
of the Covered Tax Agreement, irrespective of the remedies provided by the domestic law of
those Contracting Jurisdictions, that person may present the case to the competent authority of
the Contracting Jurisdiction of which the person is a resident or, if the case presented by that
person comes under a provision of a Covered Tax Agreement relating to non-discrimination
based on nationality, to that of the Contracting Jurisdiction of which that person is a national;
and the competent authority of that Contracting Jurisdiction will implement a bilateral
notification or consultation process with the competent authority of the other Contracting
Jurisdiction for cases in which the competent authority to which the mutual agreement
procedure case was presented does not consider the taxpayer’s objection to be justified”.

8. Available at www.oecd.org/tax/dispute/Latvia-Dispute-Resolution-Profile.pdf.
9. The MAP statistics of Latvia are included in Annex B and C of this report.
10. Terms of reference to monitor and review the implementing of the BEPS Action 14 Minimum

Standard to make dispute resolution mechanisms more effective. Available at: www.oecd.org/
tax/beps/beps-action-14-on-more-effective-dispute-resolution-peer-review-documents.pdf
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Part A

Preventing disputes

[A.1] Include Article 25(3), first sentence, of the OECD Model Tax Convention in
tax treaties

Jurisdictions should ensure that their tax treaties contain a provision which requires the
competent authority of their jurisdiction to endeavour to resolve by mutual agreement any
difficulties or doubts arising as to the interpretation or application of their tax treaties.

1. Cases may arise concerning the interpretation or the application of tax treaties that
do not necessarily relate to individual cases, but are more of a general nature. Inclusion of
the first sentence of Article 25(3) of the OECD Model Tax Convention (OECD, 2017a) in
tax treaties invites and authorises competent authorities to solve these cases, which may
avoid submission of MAP requests and/or future disputes from arising, and which may
reinforce the consistent bilateral application of tax treaties.

Current situation of Latvia’s tax treaties

2. All of Latvia’s 61 tax treaties contain a provision equivalent to Article 25(3), first
sentence, of the OECD Model Tax Convention requiring their competent authority to
endeavour to resolve by mutual agreement any difficulties or doubts arising as to the
interpretation or application of the tax treaty.!

3. Eight peers indicated that their treaty with Latvia meet the requirement under
element A.1, which is in line with the above analysis.

Anticipated modifications

4. Latvia reported it will seek to include Article 25(3), first sentence, of the OECD
Model Tax Convention in all of its future tax treaties.

Conclusion
Areas for improvement Recommendations
A1] Latvia should maintain its stated intention to include the
' required provision in all future tax treaties.
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[A.2] Provide roll-back of bilateral APAs in appropriate cases

Jurisdictions with bilateral advance pricing arrangement (“APA”’) programmes should provide
for the roll-back of APAs in appropriate cases, subject to the applicable time limits (such as
statutes of limitation for assessment) where the relevant facts and circumstances in the earlier
tax years are the same and subject to the verification of these facts and circumstances on audit.

5. An APA is an arrangement that determines, in advance of controlled transactions,
an appropriate set of criteria (e.g. method, comparables and appropriate adjustment thereto,
critical assumptions as to future events) for the determination of the transfer pricing for
those transactions over a fixed period of time.? The methodology to be applied prospectively
under a bilateral or multilateral APA may be relevant in determining the treatment of
comparable controlled transactions in previous filed years. The “roll-back” of an APA to
these previous filed years may be helpful to prevent or resolve potential transfer pricing
disputes.

Latvia’s APA programme

6. Latvia reported that it has a unilateral APA programme since 2013, but it has not
introduced a bilateral or multilateral APA programme. Latvia reported that its competent
authority would however be open to discuss a bilateral APA request that would have been
received by its treaty partner, provided that the relevant treaty would contain a provision
that would be equivalent to Article 25(3).

7. Latvia further reported two routes are available to Latvian taxpayers to request for
bilateral APAs even though such a programme does not exist in Latvia’s legal framework.
The first one is the use of a collaborative compliance project in Latvia, whereby Latvian
multinational enterprises can ask their foreign affiliates located in other jurisdictions to
submit a bilateral APA request in their jurisdictions. The other one would result from a
consultation between Latvia’s tax administration and a Latvian taxpayer who submitted
a unilateral APA request, whereby Latvia would invite the taxpayer to submit a bilateral
request via its affiliates in other jurisdictions.

Roll-back of bilateral APAs

8. Latvia reported that it is open to provide roll-back of bilateral APAs, subject to the
limitations described in the previous paragraphs.

Practical application of roll-back of bilateral APAs
9. Latvia publishes statistics on APAs on the website of the EU JTPF.3

10.  Latvia reported it has never received requests for bilateral APAs during the Review
Period. Latvia specified that it has one pilot project with one jurisdiction.

11.  All peers that provided input reported that they have not received any bilateral APA
requests with Latvia.

MAKING DISPUTE RESOLUTION MORE EFFECTIVE — MAP PEER REVIEW REPORT — LATVIA © OECD 2019



PART A — PREVENTING DISPUTES - 17

Anticipated modifications

12.  Latvia reported that by 1 December 2018, it plans to adopt rules on roll-back of
bilateral APAs, provided that an APA request meets the five-year statute of limitation. The
law to delegate legislative power is being processed in the Parliament of Latvia.

Conclusion

Areas for improvement Recommendations

Latvia is in theory able to provide roll-back of bilateral APAs.

[A.2] | However, it was not possible at this stage to evaluate the effective implementation of this element in practice since
Latvia did not receive any request for roll-back of bilateral APAs during the Review Period.

Notes
L. These 61 treaties include the treaty with former Serbia and Montenegro that Latvia continues
to apply to both Serbia and Montenegro.
2. This description of an APA based on the definition of an APA in the OECD Transfer Pricing

Guidelines (OECD, 2017b) for Multinational Enterprises and Tax Administrations.

3. Available at: https://ec.europa.eu/taxation customs/sites/taxation/files/2016 jptf apa statistics
en.pdf. The most recent statistics published are up to 2016.
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Part B

Availability and access to MAP

[B.1] Include Article 25(1) of the OECD Model Tax Convention in tax treaties

Jurisdictions should ensure that their tax treaties contain a MAP provision which provides
that when the taxpayer considers that the actions of one or both of the Contracting Parties
result or will result for the taxpayer in taxation not in accordance with the provisions of the
tax treaty, the taxpayer, may irrespective of the remedies provided by the domestic law of
those Contracting Parties, make a request for MAP assistance, and that the taxpayer can
present the request within a period of no less than three years from the first notification of the
action resulting in taxation not in accordance with the provisions of the tax treaty.

13.  For resolving cases of taxation not in accordance with the provisions of the tax treaty,
it is necessary that tax treaties include a provision allowing taxpayers to request a mutual
agreement procedure and that this procedure can be requested irrespective of the remedies
provided by the domestic law of the treaty partners. In addition, to provide certainty to
taxpayers and competent authorities on the availability of the mutual agreement procedure,
a minimum period of three years for submission of a MAP request, beginning on the
date of the first notification of the action resulting in taxation not in accordance with the
provisions of the tax treaty, is the baseline.

Current situation of Latvia’s tax treaties

Inclusion of Article 25(1), first sentence of the OECD Model Tax Convention

14.  Out of Latvia’s 61 tax treaties, 56 contain a provision equivalent to Article 25(1), first
sentence, of the OECD Model Tax Convention (OECD, 2017) as it read prior to the adoption
of the Making Dispute Resolution Mechanisms More Effective, Action 14 — 2015 Final
Report (Action 14 Final Report (OECD, 2015a),allowing taxpayers to submit a MAP request
to the competent authority of the state in which they are resident when they consider that the
actions of one or both of the treaty partners result or will result for the taxpayer in taxation
not in accordance with the provisions of the tax treaty and that can be requested irrespective
of the remedies provided by domestic law of either state.! In addition, two of Latvia’s tax
treaties contain a provision equivalent to Article 25(1), first sentence, of the OECD Model
Tax Convention (OECD, 2015b), as changed by the Action 14 Final Report and allowing
taxpayers to submit a MAP request to the competent authority of either state.
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15.  The remaining three treaties can be categorised as follows:
Provision Number of tax treaties
A variation to Article 25(1), first sentence, of the OECD Model Tax Convention as it read prior 1

to the adoption of the Action 14 Final Report, whereby the taxpayer can submit a MAP request
irrespective of domestic available remedies, but whereby pursuant to a protocol provision the
taxpayer is also required to initiate these remedies when submitting a MAP request.

A variation of Article 25(1), first sentence, of the OECD Model Tax Convention as it read prior to 2
the adoption of the Action 14 Final Report, whereby taxpayers can only submit a MAP request to
the competent authority of the contracting state of which they are resident.

16.

The treaty mentioned in the first row of the table above allows taxpayers to submit

a MAP request irrespective of domestic available remedies. However, the protocol to this
treaty limits such submission, as it requires that a domestic remedy should first be initiated
before a case can be dealt with in MAP. The protocol prescribes that:

17.

the expression “irrespective of the remedies provided by the domestic law” means
that the mutual agreement procedure is not alternative with the national contentious
proceedings which shall be, in any case, preventively initialled, when the claim is
related with an assessment of the taxes not in accordance with this Convention.

As pursuant to this provision a domestic procedure has to be initiated concomitantly

to the initiation of the mutual agreement procedure, a MAP request can in practice thus not
be submitted irrespective of the remedies provided by the domestic law. This tax treaty is
therefore also considered not to be in line with this part of element B.1.

18.

The two treaties mentioned in the second row above are considered not to have the

full equivalent of Article 25(1), first sentence, of the OECD Model Tax Convention as it
read prior to the adoption of the Action 14 Final Report, since taxpayers are not allowed to
submit a MAP request in the state of which they are a national where the case comes under
the non-discrimination article. However, the non-discrimination provision of these two
treaties only covers nationals that are resident of one of the contracting states. Therefore,
it is logical to only allow for the submission of MAP requests to the state of which the
taxpayer is a resident, and these treaties are therefore in line with the Action 14 Minimum
Standard.

Inclusion of Article 25(1), second sentence of the OECD Model Tax Convention

19.

Out of Latvia’s 61 tax treaties, 59 contain a provision equivalent to Article 25(1),

second sentence, of the OECD Model Tax Convention allowing taxpayers to submit a MAP
request within a period of no less than three years from the first notification of the action
resulting in taxation not in accordance with the provisions of the particular tax treaty.

20. The remaining two tax treaties that do not contain such provision can be categorised
as follows:
Provision Number of tax treaties
No filing period for a MAP request 1
Filing period less than 3 years for a MAP request (2 years) 1

MAKING DISPUTE RESOLUTION MORE EFFECTIVE — MAP PEER REVIEW REPORT — LATVIA © OECD 2019



PART B — AVAILABILITY AND ACCESS TO MAP - 21

Practical application

Article 25(1), first sentence, of the OECD Model Tax Convention

21.  As noted in paragraphs 16 and 17 above, in all but one of Latvia’s tax treaties
taxpayers can file a MAP request irrespective of domestic remedies. In this respect, Latvia
reported that if a taxpayer submits a MAP request and simultaneously initiates domestic
available remedies, access to MAP would be granted. However, Latvia reported that access
to MAP would not be granted if these domestic remedies have been finalised.

Article 25(1), second sentence, of the OECD Model Tax Convention

22.  Latvia reported that in the absence of a provision setting a filing period for MAP
requests, its competent authority would in practice apply the three-year period for the date
of the first notification of the action resulting in taxation not in accordance with the treaty
as prescribed in Article 25(1), second sentence, of the OECD Model Tax Convention.

Anticipated modifications

Multilateral Instrument

Article 25(1), first sentence of the OECD Model Tax Convention

23. Latvia signed the Multilateral Instrument. Article 16(4)(a)(i) of that instrument
stipulates that Article 16(1), first sentence — containing the equivalent of Article 25(1), first
sentence, of the OECD Model Tax Convention as amended by the final report on Action 14
and allowing the submission of MAP requests to the competent authority of either
contracting state — will apply in place of or in the absence of a provision in tax treaties that
is equivalent to Article 25(1), first sentence, of the OECD Model Tax Convention as it read
prior to the adoption of the final report on Action 14. However, this shall only apply if both
contracting parties to the applicable tax treaty have listed this tax treaty as a covered tax
agreement under the Multilateral Instrument and insofar as both notified the depositary,
pursuant to Article 16(6)(a), that this treaty contains the equivalent of Article 25(1), first
sentence, of the OECD Model Tax Convention as it read prior to the adoption of the final
report on Action 14. Article 16(4)(a)(i) will for a tax treaty not take effect if one of the
treaty partners has, pursuant to Article 16(5)(a), reserved the right not to apply the first
sentence of Article 16(1) of that instrument to all of its covered tax agreements.

24.  Latvia reserved, pursuant to Article 16(5)(a) of the Multilateral Instrument, the right
not to apply the first sentence of Article 16(1) of that instrument to its existing tax treaties,
with a view to allow taxpayers to submit a MAP request to the competent authority of
either contracting state.? In this reservation, Latvia declared to ensure that all of its tax
treaties, which are considered covered tax agreements for purposes of the Multilateral
Instrument, contain a provision equivalent to Article 25(1), first sentence, of the OECD
Model Tax Convention, as it read prior to the adoption of the final report on Action 14. It
subsequently declared to implement a bilateral notification or consultation process for those
cases in which its competent authority considers the objection raised by a taxpayer in its
MAP request as not being justified. The introduction and application of such process will
be further discussed under element B.2.

25.  Inview of the above, following the reservation made by Latvia, the treaty identified in
paragraphs 16 and 17 above that is considered not including the equivalent of Article 25(1),
first sentence, of the OECD Model Tax Convention as it read prior to the adoption of the final
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report on Action 14, will not be modified via the Multilateral Instrument with a view to allow
taxpayers to submit a MAP request to the competent authority of either contracting state.

Article 25(1), second sentence of the OECD Model Tax Convention

26.  With respect to the period of filing of a MAP request, Article 16(4)(a)(ii) of the
Multilateral Instrument stipulates that Article 16(1), second sentence — containing the
equivalent of Article 25(1), second sentence, of the OECD Model Tax Convention — will
apply where such period is shorter than three years from the first notification of the action
resulting in taxation not in accordance with the provisions of a tax treaty. However, this
shall only apply if both contracting parties to the applicable tax treaty have listed this
treaty as a covered tax agreement under the Multilateral Instrument and insofar as both
notified, pursuant to Article 16(6)(b)(i), the depositary that this treaty does not contain the
equivalent of Article 25(1), second sentence, of the OECD Model Tax Convention.

27.  In regard of the treaty identified in paragraph 20 above that contains a filing
period for MAP requests of less than three years, Latvia listed this treaty as a covered tax
agreement under the Multilateral Instrument and, pursuant to Article 16(6)(b)(i), made
a notification that it does not contain a provision described in Article 16(4)(a)(ii). The
relevant treaty partner, being a signatory to the Multilateral Instrument, listed this treaty
as a covered tax agreement under that instrument, and also made such notification.

28.  Therefore, at this stage, this treaty will be modified by the Multilateral Instrument
upon its entry into force for the treaty to include the equivalent of Article 25(1), second
sentence, of the OECD Model Tax Convention.

Bilateral modifications

29.  Latviareported it will seek to include Article 25(1) of the OECD Model Tax Convention,
as it read prior to the adoption of the final report on Action 14, in all of its future tax treaties.

Peer input

30. Eight peers indicated that their treaty with Latvia meets the requirement under
element B.1, which is in line with the above analysis.

31.  For the two treaties identified that do not contain the equivalent of Article 25(1) of
the OECD Model Tax Convention, the relevant peers did not provide input.

Conclusion

Areas for improvement Recommendations

One out of 61 tax treaties does not contain a As the treaty that does not contain the equivalent of Article 25(1), first
provision that is equivalent to Article 25(1), first | sentence, of the OECD Model Tax Convention will not be modified
sentence, of the OECD Model Tax Convention. | by the Multilateral Instrument to include such equivalent upon its
This treaty is expected not to be modified by the | entry into force for the treaty concerned, Latvia should request the
Multilateral Instrument. inclusion of the required provision via bilateral negotiations. This
concerns a provision that is equivalent to Article 25(1), first sentence
[BA] of the OECD Model Tax Convention either

a. as amended in the final report of Action 14; or

b. as it read prior to the adoption of final report on Action 14,
thereby including the full sentence of such provision.

To this end, Latvia should put a plan in place on how it envisages
updating one treaty to include the required provision.
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Areas for improvement Recommendations
One out of 61 tax treaties does not contain Latvia should as quickly as possible ratify the Multilateral
a provision that is equivalent to Article 25(1), Instrument to incorporate the equivalent to Article 25(1), second
second sentence, of the OECD Model Tax sentence of the OECD Model Tax Convention in the treaty that
Convention. This is expected to be modified currently do not contain such equivalent and that will be modified
by the Multilateral Instrument to include the by the Multilateral Instrument upon its entry into force for the

required provision upon its entry into force for treaty concerned.
the treaty concerned.

[B.1] | Access to MAP will be denied in eligible cases | Latvia should ensure that taxpayers that meet the requirements
where the issue under dispute has already been | of Article 25(1) of the OECD Model Tax Convention can access
decided via the judicial remedies provided by the MAP.

domestic law.

In addition, Latvia should maintain its stated intention to include
Article 25(1) of the OECD Model Tax Convention as it read prior
to the adoption of the final report on Action 14 in all future tax
treaties.

[B.2] Allow submission of MAP requests to the competent authority of either treaty
partner, or, alternatively, introduce a bilateral consultation or notification
process

Jurisdictions should ensure that either (i) their tax treaties contain a provision which provides
that the taxpayer can make a request for MAP assistance to the competent authority of either
Contracting Party, or (ii) where the treaty does not permit a MAP request to be made to
either Contracting Party and the competent authority who received the MAP request from the
taxpayer does not consider the taxpayer’s objection to be justified, the competent authority
should implement a bilateral consultation or notification process which allows the other
competent authority to provide its views on the case (such consultation shall not be interpreted
as consultation as to how to resolve the case).

32.  Inorder to ensure that all competent authorities concerned are aware of MAP requests
submitted, for a proper consideration of the request by them and to ensure that taxpayers
have effective access to MAP in eligible cases, it is essential that all tax treaties contain a
provision that either allows taxpayers to submit a MAP request to the competent authority:

i.  of either treaty partner; or, in the absence of such provision,

ii. where it is a resident, or to the competent authority of the state of which they are
a national if their cases come under the non-discrimination article. In such cases,
jurisdictions should have in place a bilateral consultation or notification process
where a competent authority considers the objection raised by the taxpayer in a MAP
request as being not justified.

Domestic bilateral consultation or notification process in place

33.  As discussed under element B.1, out of Latvia’s 61 treaties, two currently contain a
provision equivalent to Article 25(1), first sentence, of the OECD Model Tax Convention
as changed by the Action 14 Final Report, allowing taxpayers to submit a MAP request
to the competent authority of either treaty partner. However, as was also discussed under
element B.1, Latvia reserved the right, as is allowed pursuant to Article 16(5)(a) of the
Multilateral Instrument, not to apply the first sentence of Article 16(1) of that instrument to
existing treaties, with a view to allow taxpayers to submit a MAP request to the competent
authority of either contracting state.? Therefore, none of the remaining 59 treaties will
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be modified by the Multilateral Instrument, upon its entry into force for these treaties
concerned, to allow taxpayers to submit a MAP request to the competent authority of either
treaty partner.

34. Latvia reported that it has not introduced a documented bilateral consultation or
notification process which allows the other competent authority concerned to provide its
views on the case when Latvia’s competent authority considers the objection raised in the
MAP request not to be justified. Latvia explained that it follows this process in practice for
transfer pricing cases to which the EU Arbitration Convention applies.

Practical application

35.  Latvia reported that since 1 January 2016 its competent authority has for none of the
MAP requests it received decided that the objection raised by taxpayers in such request was
not justified. The 2016 and 2017 M AP statistics submitted by Latvia also show that none of
its MAP cases was closed with the outcome “objection not justified”.

36. Five peers indicated not being aware of any cases for which Latvia’s competent
authority denied access to MAP since 1 January 2016.

Anticipated modifications

37. Latvia reported that it intends to document a bilateral consultation/notification
process to formalise the procedures in line with the Action 14 Minimum Standard. The
documentation is expected to provide detailed internal guidance on such process, based
on Article 6 of the EU Arbitration Convention or MAP articles of bilateral tax treaties.
Particularly the guidance would include:

» the duty of informing the relevant competent authority on the preliminary assessment
made by the competent authority that the taxpayer’s objection is not justified

* how the consultation process would be depending on the types of the response by
the other competent authority.

Conclusion

Areas for improvement

Recommendations

(B.2]

59 of the 61 treaties do not contain a provision
equivalent to Article 25(1) of the OECD Model Tax
Convention as changed by the Action 14 Final Report,
allowing taxpayers to submit a MAP request to the
competent authority of either treaty partners. For
these treaties no documented bilateral consultation or
notification process is in place, which allows the other
competent authority concerned to provide its views on
the case when the taxpayer’s objection raised in the
MAP request is considered not to be justified.

Latvia should without further delay document its bilateral
notification process and provide in that document rules
of procedure on how that process should be applied in
practice, including the steps to be followed and timing of
these steps.

Furthermore, Latvia should apply its notification process
for future cases in which its competent authority
considered the objection raised in a MAP request not to
be justified and when the tax treaty concerned does not
contain Article 25(1) of the OECD Model Tax Convention
as amended by the Action 14 Final Report.
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[B.3] Provide access to MAP in transfer pricing cases

| Jurisdictions should provide access to MAP in transfer pricing cases.

38.  Where two or more tax administrations take different positions on what constitutes
arm’s length conditions for specific transactions between associated enterprises, economic
double taxation may occur. Not granting access to MAP with respect to a treaty partner’s
transfer pricing adjustment, with a view to eliminating the economic double taxation that
may arise from such adjustment, will likely frustrate the main objective of tax treaties.
Jurisdictions should thus provide access to MAP in transfer pricing cases.

Legal and administrative framework

39.  Out of Latvia’s 61 tax treaties, 52 contain a provision equivalent to Article 9(2) of
the OECD Model Tax Convention requiring their state to make a correlative adjustment in
case a transfer pricing adjustment is imposed by the treaty partner. Furthermore, three do
not contain Article 9(2) of the OECD Model Tax Convention. The remaining six treaties do
contain a provision that is based on Article 9(2) of the OECD Model Tax Convention, but
deviate from this provision for the following reasons:

* In three treaties, the term “may” is used instead of “shall” when it concerns the
granting of a corresponding adjustment.*

* In two treaties, its provision only indicates that the competent authorities may
consult together for granting a corresponding adjustment.

* In one treaty, it requires the agreement by the competent authority of the other state
to grant a corresponding adjustment.

40. Latvia is a signatory to the EU Arbitration Convention, which provides for a mutual
agreement procedure supplemented with an arbitration procedure for settling transfer
pricing disputes and disputes on the attribution of profits to permanent establishments
between EU Member States.

41.  Access to MAP should be provided in transfer pricing cases regardless of whether
the equivalent of Article 9(2) is contained in Latvia’s tax treaties and irrespective of
whether its domestic legislation enables the granting of corresponding adjustments. In
accordance with element B.3, as translated from the Action 14 Minimum Standard, Latvia
indicated that it will provide appropriate adjustments or will endeavour to resolve issues
with other competent authorities in accordance with the MAP article in the respective
tax treaty. It also indicated that it will always provide access to MAP for transfer pricing
cases and is willing to make corresponding adjustments, such regardless of whether the
equivalent of Article 9(2) of the OECD Model Tax Convention is contained in its tax
treaties. Since Latvia has not published its MAP guidance, there is no publicly available
information in Latvia on this subject.

Application of legal and administrative framework in practice

42. Latvia reported that since 1 January 2016, it has not denied access to MAP on the
basis that the case concerned a transfer pricing case. However, since that date no requests
in relation hereto were received from a taxpayer by its competent authority.

43.  Peers indicated not being aware of a denial of access to MAP by Latvia on the basis
that the case concerned was a transfer pricing case.
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Anticipated modifications

44.  Latvia reported that it is in favour of including Article 9(2) of the OECD Model Tax
Convention in its tax treaties where possible and that it will seek to include this provision
in all of its future tax treaties. In that regard, Latvia signed the Multilateral Instrument.
Article 17(2) of that instrument stipulates that Article 17(1) — containing the equivalent of
Article 9(2) of the OECD Model Tax Convention — will apply in place of or in the absence
of a provision in tax treaties that is equivalent to Article 9(2) of the OECD Model Tax
Convention. However, this shall only apply if both contracting parties to the applicable tax
treaty have listed this treaty as a covered tax agreement under the Multilateral Instrument.
Article 17(2) of the Multilateral Instrument does for a tax treaty not take effect if one or
both of the treaty partners to the tax treaty have, pursuant to Article 17(3), reserved the
right not to apply Article 17(2) for those tax treaties that already contain the equivalent
of Article 9(2) of the OECD Model Tax Convention, or not to apply Article 17(2) in
the absence of such equivalent under the condition that: (i) it shall make appropriate
corresponding adjustments or (ii) its competent authority shall endeavour to resolve the
case under mutual agreement procedure of the applicable tax treaty. Where neither treaty
partner has made such a reservation, Article 17(4) of the Multilateral Instrument stipulates
that both have to make a notification whether the applicable treaty already contains a
provision equivalent to Article 9(2) of the OECD Model Tax Convention. Where such a
notification is made by both of them, the Multilateral Instrument will modify this treaty
to replace that provision. If neither or only one treaty partner made this notification,
Article 17(1) of the Multilateral Instrument will supersede this treaty only to the extent that
the provision contained in that treaty relating to the granting of corresponding adjustments
is incompatible with Article 17(1) (containing the equivalent of Article 9(2) of the OECD
Model Tax Convention).

45.  Latvia has, pursuant to Article 17(3), reserved the right not to apply Article 17(2) of
the Multilateral Instrument for those tax treaties that already contain a provision equivalent
to Article 9(2) of the OECD Model Tax Convention. Furthermore, Latvia reserved its right
not to apply the provision on the basis that in the absence of a provision referred to in
Article 17(2) in its Covered Tax Agreement:

i. it shall make the appropriate adjustment referred to in Article 17(1); or

ii.  its competent authority shall endeavour to resolve the case under the provisions of a
Covered Tax Agreement relating to the mutual agreement procedure

46. Therefore, at this stage, none of the nine tax treaties identified above will be modified
by the Multilateral Instrument to include the equivalent of Article 9(2) of the OECD Model
Tax Convention.

47.  Latvia reported that a draft protocol amending the tax treaty between Latvia and
one jurisdiction has been agreed in order to ensure the implementation of the minimum
standards of BEPS, and that this tax treaty will also be amended to include the equivalent
of Article 9(2) of the OECD Model Tax Convention. This protocol is expected to be signed
and to come into force in 2019, and its application could be started on January 1, 2020.

Conclusion

Areas for improvement Recommendations

Although Latvia reported that it will provide access to MAP in transfer pricing cases, it did not receive any MAP
[B.3] | request for such cases during the Review Period. It was therefore not possible at this stage to evaluate the effective
implementation of this element in practice.
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[B.4] Provide access to MAP in relation to the application of anti-abuse provisions

Jurisdictions should provide access to MAP in cases in which there is a disagreement between
the taxpayer and the tax authorities making the adjustment as to whether the conditions for
the application of a treaty anti-abuse provision have been met or as to whether the application
of a domestic law anti-abuse provision is in conflict with the provisions of a treaty.

48. There is no general rule denying access to MAP in cases of perceived abuse. In
order to protect taxpayers from arbitrary application of anti-abuse provisions in tax
treaties and in order to ensure that competent authorities have a common understanding
on such application, it is important that taxpayers have access to MAP if they consider
the interpretation and/or application of a treaty anti-abuse provision as being incorrect.
Subsequently, to avoid cases in which the application of domestic anti-abuse legislation is
in conflict with the provisions of a tax treaty, it is also important that taxpayers have access
to MAP in such cases.

Legal and administrative framework

49. None of Latvia’s 61 tax treaties allows competent authorities to restrict access to
MAP for cases where a treaty anti-abuse provision applies or where there is a disagreement
between the taxpayer and the tax authorities as to whether the application of a domestic
law anti-abuse provision is in conflict with the provisions of a tax treaty. In addition, the
domestic law and/or administrative processes of Latvia do not include a provision allowing
its competent authority to limit access to MAP for cases in which there is a disagreement
between the taxpayer and the tax authorities as to whether the conditions for the application
of a domestic law anti-abuse provision is in conflict with the provisions of a tax treaty.

50. Latvia reported that after receiving MAP requests for such cases, its competent
authority would consult the other competent authority and clarify the relevant facts relating
to the taxpayers’ actions, the actions taken by the competent authorities as well as the
information provided in both countries on transactions performed with a view detect to
more accurately abuses of treaty or domestic provisions. Latvia further reported that its
competent authority would decide on giving or denying access to MAP after analysing
such information. As Latvia has not published its MAP guidance, there is no publically
available information in Latvia on this subject.

Practical application

51.  Latvia reported that since 1 January 2016 it did not deny access to MAP in cases
in which there was a disagreement between the taxpayer and the tax authorities as to
whether the conditions for the application of a treaty anti-abuse provision have been met,
or as to whether the application of a domestic law anti-abuse provision is in conflict with
the provisions of a tax treaty. However, since that date no requests in relation hereto were
received by its competent authority.

52.  Peers that provided input indicated not being aware of cases that have been denied
access to MAP in Latvia since 1 January 2016 in relation to the application of treaty and/
or domestic anti-abuse provisions.

Anticipated modifications

53.  Latvia indicated that it does not anticipate any modifications in relation to element B.4.
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Conclusion

Areas for improvement Recommendations

Access to MAP may be restricted in cases in which there is a disagreement between the taxpayer and the tax
authorities as to whether the conditions for the application of a treaty anti-abuse provision have been met and/or as
to whether the application of a domestic law anti-abuse provision is in conflict with the provisions of a treaty.

Latvia should ensure that access to MAP is granted for eligible cases concerning whether the conditions for the
application of a treaty anti-abuse provision have been met or whether the application of a domestic law anti-abuse
provision is in conflict with the provisions of a treaty.

(B.4]

[B.5] Provide access to MAP in cases of audit settlements

Jurisdictions should not deny access to MAP in cases where there is an audit settlement
between tax authorities and taxpayers. If jurisdictions have an administrative or statutory
dispute settlement/resolution process independent from the audit and examination functions
and that can only be accessed through a request by the taxpayer, jurisdictions may limit
access to the MAP with respect to the matters resolved through that process.

54.  An audit settlement procedure can be valuable to taxpayers by providing certainty on
their tax position. Nevertheless, as double taxation may not be fully eliminated by agreeing
on such settlements, taxpayers should have access to the MAP in such cases, unless they
were already resolved via an administrative or statutory disputes settlement/resolution
process that functions independently from the audit and examination function and which
is only accessible through a request by taxpayers.

Legal and administrative framework

Audit settlements

55.  Under Latvia’s domestic law it is not possible that taxpayers and the tax administration
enter into an audit settlement.

Administrative or statutory dispute settlement/resolution process

56. Latvia reported it has no administrative or statutory dispute settlement/resolution
process in place, which is independent from the audit and examination functions and which
can only be assessed through a request by the taxpayer, which may limit access to MAP.

Practical application

57.  Latvia reported that since 1 January 2016 it has not received or denied access to
MAP for cases where the issue presented by the taxpayer in a MAP request has already
been resolved through an audit settlement between the taxpayer and the tax administration,
which can be explained by the fact that audit settlements are not available in Latvia.

58.  All peers indicated not being aware of a denial of access to MAP in Latvia since
1 January 2016 in cases where there was an audit settlement between the taxpayer and the
tax administration.

Anticipated modifications

59.  Latvia indicated that it may allow audit settlements in the future.
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Conclusion

Areas for improvement Recommendations

While audit settlements are not yet available in Latvia, Latvia should ensure that taxpayers have access to MAP in

[B.5] cases of audit settlements, if such settlements become available in the future.

[B.6] Provide access to MAP if required information is submitted

Jurisdictions should not limit access to MAP based on the argument that insufficient
information was provided if the taxpayer has provided the required information based on the
rules, guidelines and procedures made available to taxpayers on access to and the use of MAP.

60. To resolve cases where there is taxation not in accordance with the provisions of
the tax treaty, it is important that competent authorities do not limit access to MAP when
taxpayers have complied with the information and documentation requirements as provided
in the jurisdiction’s guidance relating hereto. Access to MAP will be facilitated when such
required information and documentation is made publically available.

Legal framework on access to MAP and information to be submitted

61.  As discussed in element B.8, Latvia reported that with respect to information and
documentation to be included in a MAP request, it refers to the principles contained
in 2009/C 322/01 “Revised Code of Conduct for the effective implementation of the
Convention on the elimination of double taxation in connection with the adjustment of
profits of associated enterprises”. In addition, since Latvia has not issued its MAP guidance,
it reported that its competent authority notifies the taxpayer individually of the information
necessary by regular post or electronically via email.

62. Latvia reported that the timeframe given to the taxpayer to provide the requested
information or documentation is one month, and such timeframe can be extended for valid
reasons.

Practical application

63.  Latvia reported that it provides access to MAP in all cases where taxpayers have
complied with the information or documentation requirements. It further reported that
since 1 January 2016 its competent authority has not denied access to MAP for cases where
the taxpayer had not provided the required information or documentation.

64.  All peers that provided input indicated not being aware of a limitation of access
to MAP by Latvia since 1 January 2016 in situations where taxpayers complied with
information and documentation requirements.

Anticipated modifications

65.  Latvia indicated that it does not anticipate any modifications in relation to element B.6,
apart from publishing its MAP guidance, which will also address the information and
documentation required to be submitted along with a MAP request.
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Conclusion

Areas for improvement Recommendations

As Latvia has thus far not limited access to MAP in
eligible cases when taxpayers have complied with
[B.6] - P . ; ;
Latvia’s information and documentation requirements for
MAP requests, it should continue this practice.

[B.7] Include Article 25(3), second sentence, of the OECD Model Tax Convention in
tax treaties

Jurisdictions should ensure that their tax treaties contain a provision under which competent
authorities may consult together for the elimination of double taxation in cases not provided
for in their tax treaties.

66. For ensuring that tax treaties operate effectively and in order for competent authorities
to be able to respond quickly to unanticipated situations, it is useful that tax treaties include
the second sentence of Article 25(3) of the OECD Model Tax Convention, enabling them
to consult together for the elimination of double taxation in cases not provided for by these
treaties.

Current situation of Latvia’s tax treaties

67. Out of Latvia’s 61 tax treaties, 56 contain a provision equivalent to Article 25(3),
second sentence, of the OECD Model Tax Convention allowing their competent authorities
to consult together for the elimination of double taxation in cases not provided for in their
tax treaties.® The remaining five treaties do not contain such a provision at all.

Anticipated modifications

Multilateral Instrument

68. Latvia signed the Multilateral Instrument. Article 16(4)(c)(ii) of that instrument
stipulates that Article 16(3), second sentence — containing the equivalent of Article 25(3),
second sentence, of the OECD Model Tax Convention — will apply in the absence of a
provision in tax treaties that is equivalent to Article 25(3), second sentence, of the OECD
Model Tax Convention. In other words, in the absence of this equivalent, Article 16(4)(c)(ii) of
the Multilateral Instrument will modify the applicable tax treaty to include such equivalent.
However, this shall only apply if both contracting parties to the applicable tax treaty have
listed this treaty as a covered tax agreement under the Multilateral Instrument and insofar as
both notified, pursuant to Article 16(6)(d)(ii), the depositary that this treaty does not contain
the equivalent of Article 25(3), second sentence, of the OECD Model Tax Convention.

69. In regard of the five tax treaties identified above that are considered not to contain
the equivalent of Article 25(3), second sentence, of the OECD Model Tax Convention,
Latvia listed all of them as a covered tax agreement under the Multilateral Instrument and
for all of them did it make, pursuant to Article 16(6)(d)(ii), a notification that they do not
contain a provision described in Article 16(4)(c)(ii). The relevant five treaty partners, being
a signatory to the Multilateral Instrument, listed their treaty with Latvia as a covered tax
agreement and made such notification.
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70.  Therefore, at this stage, these five tax treaties identified above will be modified
by the Multilateral Instrument upon its entry into force for these treaties to include the
equivalent of Article 25(3), second sentence, of the OECD Model Tax Convention.

Bilateral modifications

71.  Latvia reported it will seek to include Article 25(3), second sentence, of the OECD
Model Tax Convention in all of its future tax treaties.

Peer input

72.  Eight peers indicated that their treaty with Latvia meets the requirement under
element B.7, which is in line with the above statement.

73.  For the five treaties identified that do not contain the equivalent of Article 25(3), second
sentence, of the OECD Model Tax Convention, the relevant peers did not provide input.

Conclusion
Areas for improvement Recommendations
Five out of 61 tax treaties do not contain a provision Latvia should as quickly as possible ratify the Multilateral
that is equivalent to Article 25(3), second sentence, Instrument to incorporate the equivalent to Article 25(3),
of the OECD Model Tax Convention. All of these five second sentence, of the OECD Model Tax Convention
treaties are expected to be modified by the Multilateral in those five treaties that currently do not contain such
[B.7] | Instrument to include the required provision upon its equivalent and that will be modified by the Multilateral
entry into force for the treaties concerned. Instrument upon its entry into force for the treaties
concerned.
In addition, Latvia should maintain its stated intention to
include the required provision in all future tax treaties.

[B.8] Publish clear and comprehensive MAP guidance

Jurisdictions should publish clear rules, guidelines and procedures on access to and use of the
MAP and include the specific information and documentation that should be submitted in a
taxpayer’s request for MAP assistance.

74.  Information on a jurisdiction’s MAP regime facilitates the timely initiation and
resolution of MAP cases. Clear rules, guidelines and procedures on access to and use
of the MAP are essential for making taxpayers and other stakeholders aware of how a
jurisdiction’s MAP regime functions. In addition, to ensure that a MAP request is received
and will be reviewed by the competent authority in a timely manner, it is important that
a jurisdiction’s MAP guidance clearly and comprehensively explains how a taxpayer can
make a MAP request and what information and documentation should be included in such
request.

Latvia’s MAP guidance

75.  Latvia reported that since it does not have its published or internal MAP guidance, its
staff in charge of MAP refers to best practices included in the OECD Manual on Effective
Mutual Agreement Procedures, the commentary of Article 25 of the OECD Model Tax
Convention (if necessary), and the Code of Conduct of the Arbitration Convention.
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Information and documentation to be included in a MAP request

76.  To facilitate the review of a MAP request by competent authorities and to have more
consistency in the required content of MAP requests, the FTA MAP Forum agreed on
guidance that jurisdictions could use in their domestic guidance on what information and
documentation taxpayers need to include in request for MAP assistance.® Latvia reported
that with respect to information and documentation to be included in a MAP request, it
refers to the list mentioned in paragraph 5.(a) 2009/C 322/01 “Revised Code of Conduct
for the effective implementation of the Convention on the elimination of double taxation in
connection with the adjustment of profits of associated enterprises”. This list provides the
information and documentation necessary for a request submitted under the EU Arbitration
Convention in order to initiate the two-year period within which a MAP agreement should
be reached. On this basis, the items to be included in a request for MAP assistance in
Latvia are checked in the following list:

M identity of the taxpayer(s) covered in the MAP request
the basis for the request
facts of the case

analysis of the issue(s) requested to be resolved via MAP

O~ ~™

whether the MAP request was also submitted to the competent authority of the
other treaty partner

O

whether the MAP request was also submitted to another authority under another
instrument that provides for a mechanism to resolve treaty-related disputes

=

whether the issue(s) involved were dealt with previously

M a statement confirming that all information and documentation provided in the
MAP request is accurate and that the taxpayer will assist the competent authority
in its resolution of the issue(s) presented in the MAP request by furnishing any
other information or documentation required by the competent authority in a timely
manner.

77.  In addition to the above, the list of required information contains (i) the copies of the
tax assessment notices, tax audit report or equivalent leading to the alleged double taxation
and (ii) details of any appeals and litigation procedures initiated by the enterprise or the
other parties to the relevant transactions and any court decisions concerning the case.

78.  Since Latvia has not issued its MAP guidance, it reported that its competent authority
notifies the taxpayer individually of the information necessary by regular post or electronically
via email.

Anticipated modifications

79.  Latvia reported that it plans to publish by the middle of 2019 its MAP guidance
when it transposes the Council Directive on Tax Dispute Resolution Mechanisms in the
European Union and respective provisions related to disputes with non-EU members.

80. Latvia reported that its MAP guidance is expected to address the following items:

» contact information of the competent authority or the office in charge of MAP
cases

* the manner and form in which the taxpayer should submit its MAP request
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* the specific information and documentation that should be included in a MAP
request (which would include all information contained in the list described above
as indicative guidance of the FTA MAP Forum)

*  how the MAP functions in terms of timing and the role of the competent authorities
* information on availability of arbitration (including the EU Arbitration Convention)
» relationship with domestic available remedies

» access to MAP in transfer pricing cases, for multilateral disputes, bona fide foreign-
initiated self-adjustments and for multi-year resolution of cases

* implementation of MAP agreements
» rights and role of taxpayers in the process

* suspension of tax collection.

Conclusion

Areas for improvement Recommendations

There is no published MAP guidance. Latvia should, without further delay, introduce guidance
on access to and use of the MAP and include the
specific information and documentation that should be
submitted in a taxpayer’s request for MAP assistance
and publish such guidance.

Additionally, although not required by the Action 14
Minimum Standard, Latvia could follow its stated

[B.8] intention to include the items identified above and could
consider including information on:

+ whether MAP is available in cases of : the application
of anti-abuse provisions;

+ the possibility of suspension of tax collection during
the course of a MAP

+ the consideration of interest and penalties in the MAP.

[B.9] Make MAP guidance available and easily accessible and publish MAP profile

Jurisdictions should take appropriate measures to make rules, guidelines and procedures on
access to and use of the MAP available and easily accessible to the public and should publish
their jurisdiction MAP profiles on a shared public platform pursuant to the agreed template.

81.  The public availability and accessibility of a jurisdiction’s MAP guidance increases
public awareness on access to and the use of the MAP in that jurisdiction. Publishing MAP
profiles on a shared public platform further promotes the transparency and dissemination
of the MAP programme.’

Rules, guidelines and procedures on access to and use of the MAP

82.  Asdiscussed under element B.8, Latvia has not published any MAP guidance.
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MAP profile

83. The MAP profile of Latvia is published on the website of the OECD. This MAP
profile is complete, but often without further explanation or detailed guidance. Apart
from the link to the tax treaties, this profile contains only one external link referring to
European Union law general webpage.

Anticipated modifications

84. Latvia reported that it plans to publish by the middle of 2019 its MAP guidance,
when it transposes the Council Directive on Tax Dispute Resolution Mechanisms in the
European Union.

Conclusion
Areas for improvement Recommendations
There is no MAP guidance publicly available. Latvia should follow its stated intention to make MAP
guidance publicly available and easily accessible once it
B9 is being introduced.
| The published MAP profile is complete but contains In order to provide more detailed information on its MAP
limited information. programme, Latvia should update its MAP profile once it
has issued its MAP guidance.

[B.10] Clarify in MAP guidance that audit settlements do not preclude access to MAP

Jurisdictions should clarify in their MAP guidance that audit settlements between tax authorities
and taxpayers do not preclude access to MAP. If jurisdictions have an administrative or
statutory dispute settlement/resolution process independent from the audit and examination
functions and that can only be accessed through a request by the taxpayer, and jurisdictions
limit access to the MAP with respect to the matters resolved through that process, jurisdictions
should notify their treaty partners of such administrative or statutory processes and should
expressly address the effects of those processes with respect to the MAP in their public
guidance on such processes and in their public MAP programme guidance.

85.  As explained under element B.5, an audit settlement can be valuable to taxpayers by
providing certainty to them on their tax position. Nevertheless, as double taxation may not
be fully eliminated by agreeing with such settlements, it is important that a jurisdiction’s
MAP guidance clarifies that in case of audit settlement taxpayers have access to the MAP. In
addition, for providing clarity on the relationship between administrative or statutory dispute
settlement or resolution processes and the MAP (if any), it is critical that both the public
guidance on such processes and the public MAP programme guidance address the effects
of those processes, if any. Finally, as the MAP represents a collaborative approach between
treaty partners, it is helpful that treaty partners are notified of each other’s MAP programme
and limitations thereto, particularly in relation to the previously mentioned processes.

MAP and audit settlements in the MAP guidance

86.  As previously discussed under B.5, under Latvia’s domestic law it is not possible that
taxpayers and the tax administration enter into audit settlements. In that regard, there is no
need for Latvia to address in its MAP guidance it plans to publish whether taxpayers have
access to MAP in such situations.

87.  Peers raised no issues with respect to this element concerning audit settlements.
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MAP and other administrative or statutory dispute settlement/resolution processes
in available guidance

88.  As previously mentioned under element B.5, Latvia has no administrative or
statutory dispute settlement/resolution process in place that is independent from the audit
and examination functions and that can only be accessed through a request by the taxpayer.
In this regard, there is no need for Latvia to address the effects of such process with respect
to MAP.

89.  All peers that provided input indicated not being aware of the existence of an
administrative or statutory dispute settlement/resolution process in the Latvia, which can be
clarified by the fact that such process is not in place in Latvia.

Notification of treaty partners of existing administrative or statutory dispute
settlement/resolution processes

90. Since the administrative or statutory dispute settlement/resolution process in Latvia
does not preclude access to MAP, there is no need for Latvia to notify its treaty partners of
this process. Peers also reported not informed of the existence of this process and its effect
on MAP.

Anticipated modifications

91. Latvia indicated that it may allow audit settlements in the future.

Conclusion

Areas for improvement Recommendations

While audit settlements are not yet available in Latvia, Latvia should ensure that the relationship between access to
[B.10] | MAP and audit settlements is addressed in its guidance to be published, if such settlements become available in the

future.
Notes
1. These 58 treaties include the treaty with former Serbia and Montenegro that Latvia continues
to apply to both Serbia and Montenegro.
2. This reservation on Article 16 — Mutual Agreement Procedure reads: “Pursuant to Article 16(5)(a)

of the Convention, LATVIA reserves the right for the first sentence of Article 16(1) not to apply
to its Covered Tax Agreements on the basis that it intends to meet the minimum standard for
improving dispute resolution under the OECD/G20 BEPS Package by ensuring that under each
of its Covered Tax Agreements (other than a Covered Tax Agreement that permits a person to
present a case to the competent authority of either Contracting Jurisdiction), where a person
considers that the actions of one or both of the Contracting Jurisdictions result or will result for
that person in taxation not in accordance with the provisions of the Covered Tax Agreement,
irrespective of the remedies provided by the domestic law of those Contracting Jurisdictions,
that person may present the case to the competent authority of the Contracting Jurisdiction of
which the person is a resident or, if the case presented by that person comes under a provision
of a Covered Tax Agreement relating to non-discrimination based on nationality, to that of the
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Contracting Jurisdiction of which that person is a national; and the competent authority of that
Contracting Jurisdiction will implement a bilateral notification or consultation process with
the competent authority of the other Contracting Jurisdiction for cases in which the competent
authority to which the mutual agreement procedure case was presented does not consider the
taxpayer’s objection to be justified.”.An overview of Latvia’s positions on the Multilateral
Instrument is available at: www.oecd.org/tax/treaties/beps-mli-position-latvia.pdf.

3. This reservation on Article 16 — Mutual Agreement Procedure reads: “Pursuant to Article 16(5)(a)
of the Convention, LATVIA reserves the right for the first sentence of Article 16(1) not to apply
to its Covered Tax Agreements on the basis that it intends to meet the minimum standard for
improving dispute resolution under the OECD/G20 BEPS Package by ensuring that under each
of its Covered Tax Agreements (other than a Covered Tax Agreement that permits a person to
present a case to the competent authority of either Contracting Jurisdiction), where a person
considers that the actions of one or both of the Contracting Jurisdictions result or will result for
that person in taxation not in accordance with the provisions of the Covered Tax Agreement,
irrespective of the remedies provided by the domestic law of those Contracting Jurisdictions,
that person may present the case to the competent authority of the Contracting Jurisdiction of
which the person is a resident or, if the case presented by that person comes under a provision
of a Covered Tax Agreement relating to non-discrimination based on nationality, to that of the
Contracting Jurisdiction of which that person is a national; and the competent authority of that
Contracting Jurisdiction will implement a bilateral notification or consultation process with
the competent authority of the other Contracting Jurisdiction for cases in which the competent
authority to which the mutual agreement procedure case was presented does not consider the
taxpayer’s objection to be justified.” An overview of Latvia’s positions on the Multilateral
Instrument is available at: www.oecd.org/tax/treaties/beps-mli-position-latvia.pdf.

4. These two treaties contain the treaty with former Serbia and Montenegro that Latvia continues
to apply to both Serbia and Montenegro.

5. These 56 treaties include the treaty with former Serbia and Montenegro that Latvia continues
to apply to both Serbia and Montenegro.

6. Available at: www.oecd.org/tax/beps/beps-action-14-on-more-effective-dispute-resolution-peer-
review-documents.pdf.

7. The shared public platform can be found at: www.oecd.org/ctp/dispute/country-map-profiles.htm,
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Part C

Resolution of MAP cases

[C.1] Include Article 25(2), first sentence, of the OECD Model Tax Convention in
tax treaties

Jurisdictions should ensure that their tax treaties contain a provision which requires that the
competent authority who receives a MAP request from the taxpayer, shall endeavour, if the
objection from the taxpayer appears to be justified and the competent authority is not itself
able to arrive at a satisfactory solution, to resolve the MAP case by mutual agreement with the
competent authority of the other Contracting Party, with a view to the avoidance of taxation
which is not in accordance with the tax treaty.

92. It is of critical importance that in addition to allowing taxpayers to request for a
MAP, tax treaties also include the equivalent of the first sentence of Article 25(2) of the
OECD Model Tax Convention, which obliges competent authorities, in situations where
the objection raised by taxpayers are considered justified and where cases cannot be
unilaterally resolved, to enter into discussions with each other to resolve cases of taxation
not in accordance with the provisions of a tax treaty.

Current situation of Latvia’s tax treaties

93.  All but one of Latvia’s 61 tax treaties contain a provision equivalent to Article 25(2),
first sentence, of the OECD Model Tax Convention (OECD, 2017), requiring its competent
authority to endeavour — when the objection raised is considered justified and no unilateral
solution is possible — to resolve by mutual agreement with the competent authority of the
other treaty partner the MAP case with a view to the avoidance of taxation which is not in
accordance with the tax treaty.! The remaining one treaty contains an additional condition
stipulating that the competent authority of the other Contracting State is notified of the case
within four and a half years from the due date or date of filing of the return in that other
State, whichever is later. This provision is therefore considered not being the equivalent of
Article 25(2), first sentence.

Anticipated modifications

Multilateral Instrument

94. Latvia signed the Multilateral Instrument. Article 16(4)(b)(i) of that instrument
stipulates that Article 16(2), first sentence — containing the equivalent of Article 25(2), first
sentence, of the OECD Model Tax Convention — will apply in the absence of a provision
in tax treaties that is equivalent to Article 25(2), first sentence, of the OECD Model Tax
Convention. In other words, in the absence of this equivalent, Article 16(4)(b)(i) of the
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Multilateral Instrument will modify the applicable tax treaty to include such equivalent.
However, this shall only apply if both contracting parties to the applicable tax treaty have
listed this treaty as a covered tax agreement under the Multilateral Instrument and insofar
as both notified, pursuant to Article 16(6)(c)(i), the depositary that this treaty does not
contain the equivalent of Article 25(2), first sentence, of the OECD Model Tax Convention.
95. In regard of the tax treaty identified above that is considered not to contain the
equivalent of Article 25(2), first sentence, of the OECD Model Tax Convention, Latvia
listed this treaty as a covered tax agreement under the Multilateral Instrument and it made,
pursuant to Article 16(6)(c)(i), a notification that it does not contain a provision described
in Article 16(4)(b)(i). The relevant treaty partner, which is a signatory to the Multilateral
Instrument, listed the treaty with Latvia as a covered tax agreement and made such a
notification.

96.  Therefore, at this stage, the treaty identified above will be modified by the Multilateral
Instrument upon its entry into force for this treaty to include the equivalent of Article 25(2),
first sentence, of the OECD Model Tax Convention.

Bilateral modifications

97.  Latvia reported it will seek to include Article 25(2), first sentence, of the OECD
Model Tax Convention in all of its future tax treaties.

Peer input

98.  Eight peers indicated that their treaty with Latvia meets the requirement under
element C.1, which is in line with the above statement.

99.  For the treaty identified that does not contain the equivalent of Article 25(2), first
sentence, of the OECD Model Tax Convention, the relevant peer did not provide input.

Conclusion

Areas for improvement | Recommendations

One out of 61 tax treaties does not contain a provision that is equivalent to Article 25(2), first sentence, of the OECD
Model Tax Convention. This treaty is expected to be modified by the Multilateral Instrument to include the required
provision upon its entry into force for the treaty concerned.

Latvia should as quickly as possible ratify the Multilateral Instrument to incorporate the equivalent to Article 25(2),

first sentence, of the OECD Model Tax Convention in the treaty that currently does not contain such equivalent and
that will be modified by the Multilateral Instrument upon its entry into force for the treaty concerned.

[C1]

In addition, Latvia should maintain its stated intention to
include the required provision in all future tax treaties.

[C.2] Seek to resolve MAP cases within a 24-month average timeframe

Jurisdictions should seek to resolve MAP cases within an average time frame of 24 months.
This time frame applies to both jurisdictions (i.e. the jurisdiction which receives the MAP
request from the taxpayer and its treaty partner).

100. As double taxation creates uncertainties and leads to costs for both taxpayers and
jurisdictions, and as the resolution of MAP cases may also avoid (potential) similar issues
for future years concerning the same taxpayers, it is important that MAP cases are resolved
swiftly. A period of 24 months is considered as an appropriate time period to resolve MAP
cases on average.
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Reporting of MAP statistics

101.  Statistics regarding all tax treaty related disputes concerning Latvia are published
on the website of the OECD as of 2013.? Latvia publishes MAP statistics regarding transfer
pricing disputes with EU Member States also on the website of the EU Joint Transfer
Pricing Forum.?

102. The FTA MAP Forum has agreed on rules for reporting of MAP statistics (‘MAP
Statistics Reporting Framework”) for MAP requests submitted on or after 1 January
2016 (“post-2015 cases™). Also, for MAP requests submitted prior to that date (“pre-
2016 cases”), the FTA MAP Forum agreed to report MAP statistics on the basis of an
agreed template. Latvia provided its MAP statistics for 2016 and 2017 within the given
deadline, but a significant number of post-2015 cases was not included in its 2016 MAP
statistics as initially reported and published on the OECD website. Those cases involved
197 taxpayers who were Latvian residents having earned employment income in another
jurisdiction and were unilaterally granted relief in Latvia. The statistics discussed below
include all of both pre-2016 and post-2015 cases and the full statistics are attached to
this report as Annex B and C respectively* and should be considered jointly for an
understanding of the MAP caseload of Latvia. Because Latvia omitted the cases mentioned
above in its initial reporting, Annex C provides information that is significantly different
from the published version of Latvia’s MAP statistics for 2016. With respect to post-
2015 cases, Latvia reported having reached out to all of its MAP partners with a view to
have their MAP statistics matching. However, Latvia also did not reach out to the treaty
partner with the significant number of cases omitted in its reporting.

Monitoring of MAP statistics

103. Latvia reported that it does not have a system in place with its treaty partners
that communicates, monitors and manages with its treaty partners the MAP caseload.
However, Latvia reported that it aims at resolving MAP cases within the pursued average
time of 24 months in practice and that it refers to the OECD Manual on Effective Mutual
Agreement Procedures for that purpose.

Analysis of Latvia’s MAP caseload

Global overview

104.  Figure C.1 shows the evolution of Latvia’s MAP caseload over the Statistics Reporting
Period.

105. At the beginning of the Statistics Reporting Period Latvia had three pending MAP
cases, two of which were attribution/allocation cases and one other MAP case.’ At the end
of the Statistics Reporting Period, Latvia had four MAP cases in its inventory, of which
two are attribution/allocation cases and two are other MAP cases. Latvia’s MAP caseload
has increased by 33% during the Statistics Reporting Period.

106. The breakdown of the end inventory can be shown as in Figure C.2

Pre-2016 cases

107. Figure C.3 shows the evolution of Latvia’s pre-2016 MAP cases over the Statistics
Reporting Period.
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Figure C.1. Evolution of Latvia’s MAP caseload
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108. At the beginning of the Statistics Reporting Period, Latvia’s MAP inventory of
pre-2016 MAP cases consisted of three cases, including two attribution/allocation cases
and one other case. At the end of the Statistics Reporting Period the total inventory of pre-
2016 cases had decreased to two cases, both of which are attribution/allocation cases. The
decrease in the number of pre-2016 MAP cases is shown in the table below.

Cumulative evolution of
total MAP caseload over
the two years (2016 + 2017)

Evolution of total MAP
caseload in 2017

Evolution of total MAP

Pre-2016 cases only caseload in 2016

(no case closed)

-100%

(no case closed)

-100%

Attribution/allocation cases (no case closed)

Other cases (no case closed)

Post-2015 cases

109. The following graph shows the evolution of Latvia’s post-2015 MAP cases over the
Statistics Reporting Period.

Figure C.4. Evolution of Latvia’s MAP inventory Post-2015 cases

0

Inventory on 1/1/2016 Inventory on 31/12/2016-1/1/2017 Inventory on 31/12/2017

110. In total, 200 MAP cases started during the Statistics Reporting Period, all of which
concerned other cases. At the end of this period the total number of post-2015 cases in
the inventory was two cases that were other cases. Conclusively, Latvia closed one post-
2015 other cases during the Statistics Reporting Period. The total number of closed cases
represents 99% of the total number of post-2015 cases that started during the Statistics

Reporting Period.

111.  The number of post-2015 cases closed as compared to the number of post-2015 cases
started during the Statistics Reporting Period is shown in the table below.

Cumulative % of cases

Post-2015 cases only

% of cases closed in 2016
compared to cases started
in 2016

% of cases closed in 2017
compared to cases started
in 2017

closed compared to cases
started over the two years
(2016 +2017)

Attribution/allocation cases

(no case started)

(no case started)

(no case started)

Other cases

99%

0%

99%
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Overview of cases closed during the Statistics Reporting Period

Reported outcomes

112. During the Statistics Reporting Period Latvia in total closed 199 MAP cases.

Figure C.5. Cases closed during the Statistics reporting period (199 cases)

Agreement fully eliminating double taxation/
fully resolving taxation not in accordance
with tax treaty
1%

Unilateral relief granted
99%

Reported outcomes for attribution/allocation cases

113.  No attribution/allocation cases were closed during the Statistics Reporting Period.

Reported outcomes for other cases

114. In total, 199 other cases were closed during the Statistics Reporting Period. The
reported outcomes for 197 of them are “unilateral relief granted” and for the other two
“agreement fully eliminating double taxation/fully resolving taxation not in accordance with
tax treaty” as shown in the above chart.

Average timeframe needed to resolve MAP cases

All cases closed during the Statistics Reporting Period

115. The average time needed to close MAP cases during the Statistics Reporting Period
was 5.60 months. This average time related to other cases.

Number of cases Start date to End date (in months)
Attribution/Allocation cases 0 N/A
Other cases 199 5.60
All cases 199 5.60
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Pre-2016 cases

116. For pre-2016 cases Latvia reported that it needed 29 months to close one other case.
For the purpose of computing the average time needed to resolve pre-2016 cases, Latvia
reported that it uses the following dates:

» Start date: the date after five weeks from the receipt of the MAP request from the
taxpayer

* End date: the date when the taxpayer is informed of the outcome of the MAP.

Post-2015 cases

117.  As a preliminary remark, it should be noted that the period for assessing post-2015
MAP statistics only comprises 24 months.

118. For post-2015 cases Latvia reported that it needed 5.48 months to close 198 other
cases.

Peer input

119.  All the peers that provided input indicated that there were no impediments which led
to unnecessary delays in finding the resolution of MAP cases with Latvia.

120. One peer that reported having been involved in four MAP cases with Latvia since
2014 reported that all MAP cases were resolved within the 24-month timeframe.

Anticipated modifications

121. Latvia indicated that it does not anticipate any modifications in relation to element C.2.

Conclusion

Areas for improvement Recommendations

Although 2016 and 2017 MAP statistics were submitted | Latvia should report its MAP statistics in accordance
in time, 197 post-2015 cases were omitted from the 2016 | with the MAP Statistics Reporting Framework.

MAP statistics. In addition, Latvia should endeavour matching its MAP
In addition, matching of MAP statistics was not sought statistics with all of its treaty partners.
[C.2] | With all of the treaty partners.

Latvia's MAP statistics show that during the Statistics Reporting Period it closed % (198 out of 200 cases) of its
post-2015 cases in 5.48 months on average. In that regard, Latvia is recommended to seek to resolve the remaining
1% of its post-2015 cases pending on 31 December 2017 (two cases) within a timeframe that results in an average
timeframe of 24 months for all post-2015 cases.

[C.3] Provide adequate resources to the MAP function

| Jurisdictions should ensure that adequate resources are provided to the MAP function.

122. Adequate resources, including personnel, funding and training, are necessary to
properly perform the competent authority function and to ensure that MAP cases are
resolved in a timely, efficient and effective manner.
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Description of Latvia’s competent authority

123. Latvia reported that under its tax treaties, the competent authority function is
assigned to the Minister of Finance and its authorised representatives, and it is delegated
to the head of Latvia’s tax administration. In practice, the function is performed by the
following bodies within Latvia’s tax administration:

» for attribution/allocation cases: the Transfer Pricing Unit within the International
Transactions’ Control, Analysis and Methodology Division of the Tax Control
Department, the head of the Transfer Pricing Unit being the one competent to
participate in face-to-face meetings

o for other cases: within the National Tax Board, the Natural Persons’ Tax Division
handles MAP cases involving natural persons and the Tax and Fee Accounting
Methodology Division handles other MAP cases involving legal persons.

124. In terms of the number of staff in charge of MAP, there are six staff in total, four
handling attribution/allocation cases and two handling other cases. All of these staff are
also involved in other tasks in the respective bodies.

125. The Tax Control Department is primarily responsible for risk analysis and audits or
other control measures, and the Transfer Pricing Unit is in charge of providing consultation
on mechanisms on avoidance of double taxation to taxpayers as well as providing support
to administration personnel in charge of audit. Support to administration personnel in
charge of audit also covers consultation to avoid double taxation not in accordance with
treaties. The National Tax Board is in general in charge of compliance and consultations.

126. The staff in charge of MAP have experiences in MAP from three to ten years.
Trainings are given to the staff by way of educational courses jointly provided by the IOTA
and the OECD, and Latvia is currently providing training for two additional persons.

Monitoring mechanism

127. Latvia reported that it does not monitor whether resources for MAP are adequate
or not, since its caseload is very small and the MAP function is an additional duty besides
other main responsibilities within the bodies. Latvia further explained that in general,
human resources in Latvia’s tax administration may be planned on an overall basis, as well
as on an interim basis, further to a specific request for more resources.

Practical application

MAP statistics

128. As discussed under element C.2, Latvia closed its MAP cases during the Statistics
Reporting Period within the pursued 24-month average. This can be illustrated by Figure C.6.

129. Based on these figures, it follows that on average it took Latvia 5.60 months to close
MAP cases during the Statistics Reporting Period, by which Latvia is considered to be
adequately resourced. During this period Latvia did not close any attribution/allocation cases.
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Figure C.6. Average time (in months) to close cases in 2016 or 2017

Attribution/
Allocation cases

29.00 B Other cases

All cases

Pre-2016 cases
Post-2015 cases*
All cases

*Note that post-2015 cases only concern cases started and closed during 2016 or 2017.

Peer input

130. One peer reported that it has frequent communications with Latvia, which is an
important treaty partner for its jurisdiction. This peer reported that it encountered some
difficulties with Latvia’s competent authority in the past, when the first MAP cases were
discussed (such as delay for responses, limited scope for discussions, and formal positions
taken). However, this peer explained that the MAP process with Latvia became fluent
and efficient with the use of various channels of communication, including face-to-face
meetings. Finally, this peer noted active efforts made by Latvia’s competent authority to
explore additional possibilities in finding solutions.

131. Most of the other peers that provided input noted that they have very limited
experience in handling MAP cases with Latvia. Three of the peers that provided input
did not comment on Latvia’s competent authority’s resources. One peer that has had four
cases with Latvia since 2014 reported having experienced a good working relationship with
Latvia and noted that Latvia’s competent authority is highly co-operative in the resolution
of MAP cases, which was evidenced by their willingness to resolve the MAP cases, their
timely reactions and the timely implementation of the MAP outcomes. Another peer found
that Latvia’s competent authority was easy to contact, provided prompt response and was
solution-oriented. This peer further reported not having experienced any impediments
that could have led to improvements in the timeliness of the resolution of MAP cases in a
principled manner. Another peer referred to its positive and collaborative, relationship with
Latvia’s competent authority, and stated that both competent authorities can uphold their
shared commitments under the Action 14 Minimum Standard by continuing, and fostering,
consistent, direct communications to resolve cases efficiently.

132. The last two peers reiterated their very limited interactions with Latvia’s competent
authority. One of them mentioned that it did not identify any impediments that led to
unnecessary delays in finding a resolution to a MAP case. The other peer referred to its
expectations that both competent authorities will solve future cases in good co-operation.

Anticipated modifications

133. Latvia reported that it does not plan to increase the number of staff in charge of MAP.
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Conclusion

Areas for improvement Recommendations

Latvia should continue to closely monitor whether it has
adequate resources in place to ensure that future MAP
cases are resolved in a timely, efficient and effective
manner.

Specifically with respect to attribution/allocation cases,
as no such cases were closed during the review period,
and since both attribution/allocation cases were already
pending at the beginning of the review period, Latvia
could analyse the reasons why these cases have not yet
been closed and ensure that these reasons will not act
as an obstacle to resolving current pending and future
MAP cases in a timely, efficient and effective manner.

[C.3] -

[C.4] Ensure staff in charge of MAP has the authority to resolve cases in accordance
with the applicable tax treaty

Jurisdictions should ensure that the staff in charge of MAP processes have the authority to
resolve MAP cases in accordance with the terms of the applicable tax treaty, in particular
without being dependent on the approval or the direction of the tax administration personnel
who made the adjustments at issue or being influenced by considerations of the policy that the
jurisdictions would like to see reflected in future amendments to the treaty.

134. Ensuring that staff in charge of MAP can and will resolve cases, absent any
approval/direction by the tax administration personnel directly involved in the adjustment
and absent any policy considerations, contributes to a principled and consistent approach
to MAP cases.

Functioning of staff in charge of MAP

135. Latvia reported that MAP cases are handled by a project team, which is led by the
head of the transfer pricing unit. Latvia further reported that such a project team may
include audit personnel, if necessary. Latvia explained that the project team submits
proposals on decisions on MAP to the Director General of Latvia’s tax administration,
after being confirmed by all members of the project team (including audit personnel as
the case may be). This bears the risk that the resolution of MAP cases is dependent of the
audit personnel who made the adjustment at issue. Latvia reported that this organisation is
pragmatic and should enable its competent authority to resolve MAP cases in an efficient
manner, taking into account its limited resources. It further reported that the cases are
discussed based on their own merits and with a principled approach. Regarding other
cases, Latvia reported that the teams in charge of these MAP cases only co-ordinate
with tax auditors to obtain information about the cases and may co-ordinate with the Tax
Department treaty interpretation with the Ministry of Finance.

136. Latvia also clarified that staff in charge of MAP is not involved in treaty negotiations
and reported that decisions on MAP are not influenced by considerations of the policy that
the jurisdictions would like to see reflected in future amendments to the treaty.
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Practical application

137.  Peers generally reported no impediments in Latvia to perform its MAP function in
the absence of approval or the direction of the tax administration personnel who made the
adjustments at issue or being influenced by considerations of the policy.

Anticipated modifications

138. Latvia indicated that it does not anticipate any modifications in relation to element C.4.

Conclusion
Areas for improvement Recommendations
A project team to handle attribution/allocation MAP | Latvia should ensure that tax administration personnel directly
cases may include tax administration personnel involved in the adjustment at issue does not have any influence
directly involved in the adjustment at issue, which in the decision making process of attribution/allocation MAP
bears the risk that staff in charge of MAP cannot cases, and ensure that staff in charge of MAP can enter into
handle and resolve MAP cases absent any approval/ | MAP agreements and authorise such agreements without being
direction by such personnel. dependent on such personnel.
As it has done thus far, Latvia should continue to ensure that its
[C4] competent authority has the authority, and uses that authority in

practice, to resolve other MAP cases without being dependent
on approval or direction from the tax administration personnel
directly involved in the adjustment at issue.

In addition, Latvia should continue to ensure that its competent
authority has the authority, and uses that authority in practice, to
resolve MAP cases absent any policy considerations that Latvia
would like to see reflected in future amendments to the treaty.

[C.5] Use appropriate performance indicators for the MAP function

Jurisdictions should not use performance indicators for their competent authority functions
and staff in charge of MAP processes based on the amount of sustained audit adjustments or
maintaining tax revenue.

139.  For ensuring that each case is considered on its individual merits and will be resolved
in a principled and consistent manner, it is essential that any performance indicators for the
competent authority function and for the staff in charge of MAP processes are appropriate
and not based on the amount of sustained audit adjustments or aim at maintaining a certain
amount of tax revenue.

Performance indicators used by Latvia

140. As for the evaluation of staff in charge of MAP cases, Latvia reported that it uses the
timeframe of 24 months to closes MAP cases as a main performance indicator to evaluate
performance by the staff in charge of MAP cases. It also uses a variety of supplementary
indicators which concern:

* teamwork: timing, internal discussions, effective organisation on team work,
effectiveness in management, quality of proposals to the Director General

* communication with other competent authorities: culture, efficiency and co-operative
skills proved during MAP.
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141. The Action 14 Final Report (OECD, 2015) includes examples of performance
indicators that are considered appropriate. These indicators are shown below and presented
in the form of a checklist:

M number of MAP cases resolved

[0 consistency (i.e. a treaty should be applied in a principled and consistent manner to
MAP cases involving the same facts and similarly-situated taxpayers)

M time taken to resolve a MAP case (recognising that the time taken to resolve a
MAP case may vary according to its complexity and that matters not under the
control of a competent authority may have a significant impact on the time needed
to resolve a case).

142. In addition to these performance indicators, Latvia reported that targets are set for
staff in charge of MAP for the purpose of evaluating their work performance. These targets
are monitored in quarterly reports and cover the following:

» specific targets of the year for the Director General of Latvia’s tax administration
(first report)

» strategic targets of the year which are included in the Government work plan for the
Ministry of Finance (second report)

* main functions for the Director of the Tax Control Department (third report).

143. In this respect, Latvia reported that the second report might contain sums on tax
revenue maintained.

Practical application

144. Peers provided no specific input relating to this element of the Action 14 Minimum
Standard.

Anticipated modifications

145. Latvia indicated that it does not anticipate any modifications in relation to element C.5.

Conclusion
Areas for improvement Recommendations
One performance indicator used might be based on the | Latvia should ensure that none of the performance
[C.5] amount of tax revenue maintained. indicators used is based on the amount of tax revenue
' maintained to assess the performance of its competent
authority function.

[C.6] Provide transparency with respect to the position on MAP arbitration

| Jurisdictions should provide transparency with respect to their positions on MAP arbitration.

146. The inclusion of an arbitration provision in tax treaties may help ensure that MAP
cases are resolved within a certain timeframe, which provides certainty to both taxpayers
and competent authorities. In order to have full clarity on whether arbitration as a final
stage in the MAP process can and will be available in jurisdictions it is important that
jurisdictions are transparent on their position on MAP arbitration.
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Position on MAP arbitration

147. Latvia reported that it does not have any domestic law limitations for including
MAP arbitration in its tax treaties. Latvia’s tax treaty policy is to include a mandatory and
binding arbitration provision in its bilateral tax treaties, as its MAP profile indicates so.

148. In addition, Latvia is a signatory to the EU Arbitration Convention.

Practical application

149. Latvia has incorporated an arbitration clause in three of its 61 treaties as a final stage
to the MAP. These clauses can be classified as follows:

» Equivalent of Article 25(5) of the OECD Model Tax Convention: two treaties

* Voluntary and binding arbitration: one treaty.

Anticipated modifications

150. Latvia indicated that it does not anticipate any modifications in relation to element C.6.

Conclusion
Areas for improvement Recommendations
(C.6]
Notes
1. These 60 treaties include the treaty with former Serbia and Montenegro that Latvia continues

to apply to both Serbia and Montenegro.

2. Available at: www.oecd.org/tax/dispute/mutual-agreement-procedure-statistics.htm. These
statistics are up to and include fiscal year 2017.

3. Available at: http://ec.europa.eu/taxation customs/business/company-tax/transfer-pricing-eu-
context/joint-transfer-pricing-forum _en. These statistics are up to and include fiscal year 2016.

4. For post-2015 cases, if the number of MAP cases in Latvia’s inventory at the beginning of
the Statistics Reporting Period plus the number of MAP cases started during the Statistics
Reporting Period was more than five, Latvia reports its MAP caseload on a jurisdiction-by-
jurisdiction basis. This rule applies for each type of cases (attribution/allocation cases and other
cases).

5. For pre-2016 and post-2015 cases, Latvia follows the MAP Statistics Reporting Framework
for determining whether a case is considered an attribution/allocation MAP case. Annex D
of MAP Statistics Reporting Framework provides that “an attribution/allocation MAP case
is a MAP case where the taxpayer’s MAP request relates to (i) the attribution of profits to a
permanent establishment (see e.g. Article 7 of the OECD Model Tax Convention); or (ii) the
determination of profits between associated enterprises (see e.g. Article 9 of the OECD Model
Tax Convention), which is also known as a transfer pricing MAP case”
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Part D

Implementation of MAP agreements

[D.1] Implement all MAP agreements

Jurisdictions should implement any agreement reached in MAP discussions, including by
making appropriate adjustments to the tax assessed in transfer pricing cases.

151. In order to provide full certainty to taxpayers and the jurisdictions, it is essential that
all MAP agreements are implemented by the competent authorities concerned.

Legal framework to implement MAP agreements

152. Latvia reported that where its tax treaty contains the provision equivalent to
Article 25, second sentence of the OECD Model Tax Convention (OECD, 2017), any
agreement reached shall be implemented notwithstanding any time limits in its domestic
law. In the absence of such a sentence, Latvia reported that it would also not apply its
general statute of limitations prescribed in the Law “On Taxes and Duties” for MAP cases.

153. Latvia further reported that in all cases, the taxpayer is required to submit an
application for refund and revised or adjusted tax declaration to enable the implementation
process to be initiated. In this respect, Latvia also stated that its competent authority follows
up on the implementation of MAP agreements when its tax administration is responsible
for it.

Practical application

154. Latvia reported that it has reached two MAP agreements on post-2015 cases since
1 January 2016, and that for both cases, it implemented MAP agreements by refunding the
relevant taxes.

155. Latvia further reported that notwithstanding its domestic time limits it does not
apply its general statute of limitations for the implementation of MAP agreements reached,
even in the absence of the equivalent of Article 25(2), second sentence of the OECD Model
Tax Convention in the relevant tax treaty. Latvia clarified that it follows the same approach
it would take if the relevant treaty would include the equivalent of Article 25(2), second
sentence of the OECD Model Tax Convention.

156. All peers that provided input reported that they were not aware of any MAP agreement
reached on or after 1 January 2016 that was not implemented by Latvia. One peer specifically
reported that Latvia provided good assistance with respect to the implementation of the
outcomes of the MAP cases they handled together.
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Anticipated modifications

157. Latvia reported that it is currently considering extending the statute of limitation for
corresponding adjustments in attribution/allocation cases from three to five years. Latvia
is also examining the extension of its statute of limitation to ten years for adjustments on
assessments in Latvia.

Conclusion

Areas for improvement Recommendations

As it has done thus far, Latvia should continue to
[DA] - implement all MAP agreements if the conditions for such
implementation are fulfilled.

[D.2] Implement all MAP agreements on a timely basis

Agreements reached by competent authorities through the MAP process should be implemented
on a timely basis.

158. Delay of implementation of MAP agreements may lead to adverse financial
consequences for both taxpayers and competent authorities. To avoid this and to increase
certainty for all parties involved, it is important that the implementation of any MAP
agreement is not obstructed by procedural and/or statutory delays in the jurisdictions
concerned.

Theoretical timeframe for implementing mutual agreements

159. Latvia reported that the timeframe to implement MAP agreements is subject to a
legal period of one month after the relevant submission by the taxpayer, which is provided
in Latvia’s Law on Submissions.

Practical application

160. Latvia reported that all MAP agreements that were reached on or after 1 January
2016, once accepted by taxpayers, have been timely implemented and that no cases of
noticeable delays have occurred. Latvia reported that it concerned two agreements and that
it took seven days and six months respectively to implement each agreement.

161.  All peers that provided input have not indicated experiencing any problems with
Latvia regarding the implementation of MAP agreements reached on a timely basis. The
peer in the first case referred to in the previous paragraph specifically reported that Latvia
provided good assistance with respect to the implementation of the outcomes of the MAP
cases they handled together and specified that implementation was performed timely. This
peer further clarified that the taxpayer had to fill out a refund form to have refund to have
a MAP agreement implemented, and stated that the tax was refunded within around three
months after the form was submitted.

Anticipated modifications

162. Latvia indicated that it does not anticipate any modifications in relation to element D.2.
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Conclusion

Areas for improvement Recommendations

As it has done thus far, Latvia should continue to
[D.2] - implement all MAP agreements on a timely basis if the
conditions for such implementation are fulfilled.

[D.3] Include Article 25(2), second sentence, of the OECD Model Tax Convention in
tax treaties or alternative provisions in Article 9(1) and Article 7(2)

Jurisdictions should either (i) provide in their tax treaties that any mutual agreement reached
through MAP shall be implemented notwithstanding any time limits in their domestic law,
or (i1) be willing to accept alternative treaty provisions that limit the time during which a
Contracting Party may make an adjustment pursuant to Article 9(1) or Article 7(2), in order
to avoid late adjustments with respect to which MAP relief will not be available.

163. In order to provide full certainty to taxpayers it is essential that implementation
of MAP agreements is not obstructed by any time limits in the domestic law of the
jurisdictions concerned. Such certainty can be provided by either including the equivalent
of Article 25(2), second sentence, of the OECD Model Tax Convention in tax treaties, or
alternatively, setting a time limit in Article 9(1) and Article 7(2) for making adjustments to
avoid that late adjustments obstruct granting of MAP relief.

Legal framework and current situation of Latvia’s tax treaties

164. As discussed under element D.1, Latvia’s domestic legislation includes a statute of
limitations of three years for implementing MAP agreements, unless overridden by tax
treaties or under the EU Arbitration Convention.

165. Out of Latvia’s 61 tax treaties, 56 contain a provision equivalent to Article 25(2),
second sentence, of the OECD Model Tax Convention that any mutual agreement reached
through MAP shall be implemented notwithstanding any time limits in their domestic law.!
Furthermore, one tax treaty contains the alternative provisions in Articles 9 and 25, setting
a time limit for making adjustments.

166. The remaining four treaties are as follows:
* In three treaties, there is no such provision at all.

* In one treaty, it prescribes that any agreement reached shall be implemented within
ten years from the due date or the date of filing of the return in the other state, which
is later, or a longer period if permitted by the domestic law of that other state.

Anticipated modifications

Multilateral Instrument

167. Latvia signed the Multilateral Instrument. Article 16(4)(b)(ii) of that instrument
stipulates that Article 16(2), second sentence — containing the equivalent of Article 25(2),
second sentence, of the OECD Model Tax Convention — will apply in the absence of a
provision in tax treaties that is equivalent to Article 25(2), second sentence, of the OECD
Model Tax Convention. In other words, in the absence of this equivalent, Article 16(4)(b)(ii)
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of the Multilateral Instrument will modify the applicable tax treaty to include such equivalent.
However, this shall only apply if both contracting parties to the applicable tax treaty have
listed this treaty as a covered tax agreement under the Multilateral Instrument and insofar as
both, pursuant to Article 16(6)(c)(ii), notified the depositary that this treaty does not contain
the equivalent of Article 25(2), second sentence, of the OECD Model Tax Convention.
Article 16(4)(b)(ii) of the Multilateral Instrument will for a tax treaty not take effect if one or
both of the treaty partners has, pursuant to Article 16(5)(c), reserved the right not to apply the
second sentence of Article 16(2) of that instrument for all of its covered tax agreements under
the condition that: (i) any MAP agreement shall be implemented notwithstanding any time
limits in the domestic laws of the contracting states, or (ii) the jurisdiction intends to meet
the Action 14 Minimum Standard by accepting in its tax treaties the alternative provisions to
Article 9(1) and 7(2) concerning the introduction of a time limit for making transfer pricing
profit adjustments.

168. In regard of the four tax treaties identified above that are considered not to contain
the equivalent of Article 25(2), second sentence, of the OECD Model Tax Convention
or the alternative provisions for Articles 9(1) and 7(2), Latvia listed three treaties as
covered tax agreements under the Multilateral Instrument and for these three treaties did
it make, pursuant to Article 16(6)(c)(ii), a notification that they do not contain a provision
described in Article 16(4)(b)(ii). The relevant three treaty partners, being a signatory to the
Multilateral Instrument, listed their treaty with Latvia as a covered tax agreement, and two
of these three treaty partners made such notification.

169. Therefore, at this stage, two of the four tax treaties identified above will be modified
by the Multilateral Instrument upon its entry into force for these treaties to include the
equivalent of Article 25(2), second sentence, of the OECD Model Tax Convention.

Bilateral modifications

170. Latvia further reported that when tax treaties that do not contain the equivalent of
Article 25(2), second sentence, of the OECD Model Tax Convention or both alternatives
provided for in Articles 9(1) and 7(2) will not be modified by the Multilateral Instrument,
it intends to update them via bilateral negotiations with a view to be compliant with
element D.3. Latvia, however, reported not having in place a specific plan for such
negotiations.

171. In addition, Latvia reported it will seek to include Article 25(2), second sentence, of
the OECD Model Tax Convention or both alternatives in all of its future tax treaties.

Peer input

172. Eight peers indicated that their treaty with Latvia meets the requirement under
element D.3, which is in line with the above analysis.

173. For the four treaties identified that do not contain the equivalent of Article 25(2),
second sentence, of the OECD Model Tax Convention, or both alternatives, one of the
relevant peers reported the absence of the equivalent and commented that it is willing to
accept the alternative provisions. This peer further explained that it is working with Latvia
on a draft amending protocol to bring the treaty with Latvia in line with the Action 14
Minimum Standard.
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Conclusion

Areas for improvement

Recommendations

[D.3]

Four out of 61 tax treaties do contain neither a provision
that is equivalent to Article 25(2), second sentence,

of the OECD Model Tax Convention nor any of the
alternative provisions provided for in Article 9(1) and
Article 7(2).

Out of these four:

+ Two are expected to be modified by the Multilateral
Instrument

+ Two will not be modified by the Multilateral Instrument.

Latvia should as quickly as possible ratify the Multilateral
Instrument to incorporate the equivalent to Article 25(2),
second sentence, of the OECD Model Tax Convention

in those two treaties that currently do not contain such
equivalent and that will be modified by the Multilateral
Instrument upon its entry into force for the treaties
concerned.

For the remaining two treaties that will not be modified
by the Multilateral Instrument to include the equivalent of
Article 25(2), second sentence, of the OECD Model Tax
Convention, Latvia should request the inclusion of the
required provision via bilateral negotiations or be willing
to accept the inclusion of both alternative provisions.

To this end, Latvia should put a plan in place on how

it envisages updating these two treaties to include the
required provision or its alternative.

In addition, Latvia should maintain its stated intention to

include the required provision, or be willing to accept the
inclusion of both alternatives provisions, in all future tax

treaties.

Note

L. These 58 treaties include the treaty with former Serbia and Montenegro that Latvia continues
to apply to both Serbia and Montenegro.

Reference

OECD (2017), Model Tax Convention on Income and on Capital 2017 (Full Version), OECD
Publishing, Paris, https:/dx.doi.org/10.1787/g2g972ee-en.
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Summary

Areas for improvement

Recommendations

Part A: Preventing disputes

(A1]

Latvia should maintain its stated intention to include the
required provision in all future tax treaties.

(A2]

Latvia is in theory able to provide roll-back of bilateral APAs.

However, it was not possible at this stage to evaluate the effective implementation of this element in practice since
Latvia did not receive any request for roll-back of bilateral APAs during the Review Period.

Part B: Availability and access to MAP

(B1]

One out of 61 tax treaties does not contain a provision
that is equivalent to Article 25(1), first sentence, of the
OECD Model Tax Convention. This treaty is expected
not to be modified by the Multilateral Instrument.

As the treaty that does not contain the equivalent of
Article 25(1), first sentence, of the OECD Model Tax
Convention will not be modified by the Multilateral
Instrument to include such equivalent upon its entry into
force for the treaty concerned, Latvia should request

the inclusion of the required provision via bilateral
negotiations. This concerns a provision that is equivalent
to Article 25(1), first sentence of the OECD Model Tax
Convention either

a. as amended in the final report of Action 14; or

b. as it read prior to the adoption of final report on
Action 14, thereby including the full sentence of
such provision.

To this end, Latvia should put a plan in place on how it
envisages updating one treaty to include the required
provision.

One out of 61 tax treaties does not contain a provision
that is equivalent to Article 25(1), second sentence, of
the OECD Model Tax Convention. This is expected to
be modified by the Multilateral Instrument to include the
required provision upon its entry into force for the treaty
concerned.

Latvia should as quickly as possible ratify the Multilateral
Instrument to incorporate the equivalent to Article 25(1),
second sentence of the OECD Model Tax Convention in
the treaty that currently do not contain such equivalent
and that will be modified by the Multilateral Instrument
upon its entry into force for the treaty concerned.

Access to MAP will be denied in eligible cases where the
issue under dispute has already been decided via the
judicial remedies provided by domestic law.

Latvia should ensure that taxpayers that meet the
requirements of Article 25(1) of the OECD Model Tax
Convention can access the MAP.

In addition, Latvia should maintain its stated intention to
include Article 25(1) of the OECD Model Tax Convention
as it read prior to the adoption of the final report on
Action 14 in all future tax treaties.
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Areas for improvement

Recommendations

B.2]

59 of the 61 treaties do not contain a provision
equivalent to Article 25(1) of the OECD Model Tax
Convention as changed by the Action 14 Final Report,
allowing taxpayers to submit a MAP request to the
competent authority of either treaty partners. For
these treaties no documented bilateral consultation or
notification process is in place, which allows the other
competent authority concerned to provide its views on
the case when the taxpayer’s objection raised in the
MAP request is considered not to be justified.

Latvia should without further delay document its bilateral
notification process and provide in that document rules
of procedure on how that process should be applied in
practice, including the steps to be followed and timing of
these steps.

Furthermore, Latvia should apply its notification process
for future cases in which its competent authority
considered the objection raised in a MAP request not to
be justified and when the tax treaty concerned does not
contain Article 25(1) of the OECD Model Tax Convention
as amended by the Action 14 Final Report.

(B3]

Although Latvia reported that it will provide access to MAP in transfer pricing cases, it did not receive any MAP
request for such cases during the Review Period. It was therefore not possible at this stage to evaluate the effective

implementation of this element in practice.

(B4]

Access to MAP may be restricted in cases in which
there is a disagreement between the taxpayer and

the tax authorities as to whether the conditions for the
application of a treaty anti-abuse provision have been
met and/or as to whether the application of a domestic
law anti-abuse provision is in conflict with the provisions
of a treaty.

Latvia should ensure that access to MAP is granted for
eligible cases concerning whether the conditions for
the application of a treaty anti-abuse provision have
been met or whether the application of a domestic law
anti-abuse provision is in conflict with the provisions of
a treaty.

(B.5]

While audit settlements are not yet available in Latvia, Latvia should ensure that taxpayers have access to MAP in
cases of audit settlements, if such settlements become available in the future.

[B.6]

As Latvia has thus far not limited access to MAP in
eligible cases when taxpayers have complied with
Latvia’s information and documentation requirements for
MAP requests, it should continue this practice.

B.7]

Five out of 61 tax treaties do not contain a provision
that is equivalent to Article 25(3), second sentence,

of the OECD Model Tax Convention. All of these five
treaties are expected to be modified by the Multilateral
Instrument to include the required provision upon its
entry into force for the treaties concerned.

Latvia should as quickly as possible ratify the Multilateral
Instrument to incorporate the equivalent to Article 25(3),
second sentence, of the OECD Model Tax Convention

in those five treaties that currently do not contain such
equivalent and that will be modified by the Multilateral
Instrument upon its entry into force for the treaties
concerned.

In addition, Latvia should maintain its stated intention to
include the required provision in all future tax treaties.

(B.8]

There is no published MAP guidance.

Latvia should, without further delay, introduce guidance
on access to and use of the MAP and include the
specific information and documentation that should be
submitted in a taxpayer’s request for MAP assistance
and publish such guidance.

Additionally, although not required by the Action 14
Minimum Standard, Latvia could follow its stated
intention to include the items identified above and could
consider including information on:

+ whether MAP is available in cases of : the application
of anti-abuse provisions;

+ the possibility of suspension of tax collection during
the course of a MAP

+ the consideration of interest and penalties in the MAP.
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Areas for improvement

Recommendations

[B.9]

There is no MAP guidance publicly available.

Latvia should follow its stated intention to make MAP
guidance publicly available and easily accessible once it
is being introduced.

The published MAP profile is complete but contains
limited information.

In order to provide more detailed information on its MAP
programme, Latvia should update its MAP profile once it
has issued its MAP guidance.

[B.10]

While audit settlements are not yet available in Latvia, Latvia should ensure that the relationship between access to
MAP and audit settlements is addressed in its guidance to be published, if such settlements become available in the

future.

Part C: Resolution of MAP cases

[C1]

One out of 61 tax treaties does not contain a provision
that is equivalent to Article 25(2), first sentence, of the
OECD Model Tax Convention. This treaty is expected to
be modified by the Multilateral Instrument to include the
required provision upon its entry into force for the treaty
concerned.

Latvia should as quickly as possible ratify the Multilateral
Instrument to incorporate the equivalent to Article 25(2),
first sentence, of the OECD Model Tax Convention in the
treaty that currently does not contain such equivalent
and that will be modified by the Multilateral Instrument
upon its entry into force for the treaty concerned.

In addition, Latvia should maintain its stated intention to
include the required provision in all future tax treaties.

[C.2]

Although 2016 and 2017 MAP statistics were submitted
in time, 197 post-2015 cases were omitted from the 2016
MAP statistics.

In addition, matching of MAP statistics was not sought
with all of the treaty partners.

Latvia should report its MAP statistics in accordance
with the MAP Statistics Reporting Framework.

In addition, Latvia should endeavour matching its MAP
statistics with all of its treaty partners.

Latvia's MAP statistics show that during the Statistics Reporting Period it closed % (198 out of 200 cases) of its
post-2015 cases in 5.48 months on average. In that regard, Latvia is recommended to seek to resolve the remaining
1% of its post-2015 cases pending on 31 December 2017 (two cases) within a timeframe that results in an average

timeframe of 24 months for all post-2015 cases.

[C3]

Latvia should continue to closely monitor whether it has
adequate resources in place to ensure that future MAP
cases are resolved in a timely, efficient and effective
manner.

Specifically with respect to attribution/allocation cases,
as no such cases were closed during the review period,
and since both attribution/allocation cases were already
pending at the beginning of the review period, Latvia
could analyse the reasons why these cases have not yet
been closed and ensure that these reasons will not act
as an obstacle to resolving current pending and future
MAP cases in a timely, efficient and effective manner.
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Areas for improvement

Recommendations

[C4]

A project team to handle attribution/allocation MAP
cases may include tax administration personnel directly
involved in the adjustment at issue, which bears the risk
that staff in charge of MAP cannot handle and resolve
MAP cases absent any approval/direction by such
personnel.

Latvia should ensure that tax administration personnel
directly involved in the adjustment at issue does not
have any influence in the decision making process of
attribution/allocation MAP cases, and ensure that staff
in charge of MAP can enter into MAP agreements and
authorise such agreements without being dependent on
such personnel.

As it has done thus far, Latvia should continue to ensure
that its competent authority has the authority, and uses
that authority in practice, to resolve other MAP cases
without being dependent on approval or direction from
the tax administration personnel directly involved in the
adjustment at issue.

In addition, Latvia should continue to ensure that its
competent authority has the authority, and uses that
authority in practice, to resolve MAP cases absent
any policy considerations that Latvia would like to see
reflected in future amendments to the treaty.

[C.9]

One performance indicator used might be based on the
amount of tax revenue maintained.

Latvia should ensure that none of the performance
indicators used is based on the amount of tax revenue
maintained to assess the performance of its competent
authority function.

[C.6]

Part D: Implementation of MAP agreements

(D]

As it has done thus far, Latvia should continue to
implement all MAP agreements if the conditions for such
implementation are fulfilled.

[0.2]

As it has done thus far, Latvia should continue to
implement all MAP agreements on a timely basis if the
conditions for such implementation are fulfilled.

[D.3]

Four out of 61 tax treaties do contain neither a provision
that is equivalent to Article 25(2), second sentence,

of the OECD Model Tax Convention nor any of the
alternative provisions provided for in Article 9(1) and
Article 7(2).

Out of these four:

+ Two are expected to be modified by the Multilateral
Instrument.

+ Two will not be modified by the Multilateral Instrument.

Latvia should as quickly as possible ratify the Multilateral
Instrument to incorporate the equivalent to Article 25(2),
second sentence, of the OECD Model Tax Convention

in those two treaties that currently do not contain such
equivalent and that will be modified by the Multilateral
Instrument upon its entry into force for the treaties
concerned.

For the remaining two treaties that will not be modified
by the Multilateral Instrument to include the equivalent of
Article 25(2), second sentence, of the OECD Model Tax
Convention, Latvia should request the inclusion of the
required provision via bilateral negotiations or be willing
to accept the inclusion of both alternative provisions.

To this end, Latvia should put a plan in place on how
it envisages updating these two treaties to include the
required provision or its alternative.

In addition, Latvia should maintain its stated intention to
include the required provision, or be willing to accept the
inclusion of both alternatives provisions, in all future tax
treaties.

MAKING DISPUTE RESOLUTION MORE EFFECTIVE — MAP PEER REVIEW REPORT — LATVIA © OECD 2019




ANNEX A - TAX TREATY NETWORK OF LATVIA - 61

N A A A A It A A 0 A sniejsg
N A A A A Il A A 0 A uelieqiozy
N A A A A Il A A 0 A elisny
N A A A A It A A 0 A elusuuy
N A A A A Il A A 0 A elueqly
6 pue /1y jo
JusjeAinbs ou pue ou = N
Jusjennbe 69 / Uy $9580 4 0 _
4j0q aney Jng ‘ou = I U oq Ho..ﬂ__h___zﬁ, SUOSBaI JAUJ0 ‘0l = Al
Jusjeainbe VI Jo} pejdeode aqou | Sse998 pUEOU = I Jueieyp s| poued aghm oy
6 "My 9ABY NG ‘O = I (IM S9SB9 4oNS NG| OU = I - Bunduwos 1o} juiod Bupess ‘ou = ON=N| uopeaye
Jusjeainbe dYIN Joj peidede | oy uaniB aq [im poliad juaiayp ‘ou = | v | Buipuad
ou=N ou=N ou=N| /Myoreying‘ou=| 0U =N |8q [IIM SBSBI YoNS pue OU = | $S899BINq ‘OU = | Isinoid yons ou‘ou=1|  auo Auo ‘sek = | paubis = N
sok= A sok= A sok= A saf= A saf= A sof= A sof= A soh=A| syDloye‘sak=3| sah=A
¢uoisinoud (B0UBUAS | (BOUBIUSS ¢OLN @930 90UaUaS (S9SBO 4oNS 0} Uofjejal Ul | ;S9Sed dL Ul dy suoseal aje)s ases|d ‘ou J| (s2usyuas {9010} Jauped Ajeal|
uoleuigle UoISNjou| | puodas 1Sl 6%/ Wy uruosinoid | 1si(2)sz WY | dvIN Jojisanbai s jokedxey | 0} ssaaoe apinold 1505 (1)gz WY uola
(€)sz Wy | (©)sz Wy SAjeUIS)[e ‘Ou J| uoisnjou| £1da028 77 Jnok [im ‘U §| | 9 Jnok [jim ‘ou | mau) ¢ Aoyine
uoIsnjau| | uoisnjau| (2)6 1y uoisnpou Juajadwod Jauys 0}
uoissiwgns ‘sak J|
(90UBJUBS PUOJBS {Me| Xe} asawop (90UBJUBS 90UBUBS 1S}
(2)gz v uoisnjou| 8} 040 010 8Y) Jo SNGe PU09aS () Wy uoisnjoul | (1)Gz Wy uoisnjou|
Ue S| 8JoU} Jey) JUsWssasse
3y Jo sl uonoipstnf noA
aIayM S3Se Ul 3|qe|lene
0 JOU M 3PRY dYIN
Jey} uoisiroud uojsnjouy
J} uwnjo9 0} Uwnjoy G uWn|09 g uwnjo9 / uwnjo) 9 uwnjo9 G uwnjo9 f uwnjo9 € uwnjo9 Z uwnjoy } uwnjo9
90 g A €da 10 ¥'g ¢'d 1'g 1g
uoneIgly 91N @d30 JLIN @930 2y Jo (2)sz a1a1y asnge-juy OLI @230 W (.OLW,,) uonuaruoy
ay} Jo (€)sz ajony 10 (2)6 a1y XeL [3pON @230 3} JO (1)gz a1d1y

BIAJRT JO YI0M)IU A)BAI) X,

V Xouuy

MAKING DISPUTE RESOLUTION MORE EFFECTIVE — MAP PEER REVIEW REPORT — LATVIA © OECD 2019



62  ANNEX A - TAX TREATY NETWORK OF LATVIA

N A A A A I ! A 0 A AieBuny
(euyd)
N A A A A Il A A 0 A Buoy BUOH
N A A A A I A A 0] A 939319
N A A A A Il ! A 0 A Auewsen
N A A A A Il A A 0 A D)
N A A A A I A A 0 A 8ouel4
N A A A A Il A A 0 A puejuly
N A A A A Il A A 0 A e|uois3
N A A A A I A A 0 A Jlewus(
N A A A A I ! A 0 A olgndey yoszy
N A A A A ] A A 0 A (1) snudA9
N A A A A Il A A 0 A eleold
(o olgnday
N A A A A Il A A 0 A $81doag) BUIYD
N A A 1 A I A Ll 0 A epeue)
N A A A A Il ! A 0 A elebing
N «N A A A Il A A 0 A wniblog
Juoisinold (90UBUSS | (BoUBUBS ¢OLIN @230 aousjUes (S9SBD Uons 0} UONe|al Ul | ;S8se0 41 Ul 4V suoses) aje}s asea|d ‘ou j| (pausiUBS 8010} Jaupled Ayeal)
UoljeJ)ig/e UOISNOU| | pu09ss 1Sl 6%/ Wy uruosinoid | 1si(2)sz WY | dVIN Jojisanbai s jokedxey | 0} ssaaoe apirold S0 (1)gg Wy uola
(©)sz 1wy | (g)sz 1wy aNjeuIalfe ‘Ou j| uoisnjou| £1da00e ) InoA [Im ‘ou §| | 9 Inok [im ‘ou )| mau) ¢ Aoyine
uoisnpu| | uoisnpu (2)6 Wy uoisnjouy| Jusjedwiod Jayyie 0)
uoIssiwgns ‘seA J|
(00UBJUBS PUOIBS ¢, Me| Xe} o1sewop (90UaIUSS 90UBUBS 1811}
(2)5z Wy uoisnjou 8U}J0 J0 D1 U} o dsnae pu02ss ()57 My uoisnjou] | (1)Gz Wy uoisnjoul
Ue S| 818U} Jey) JUaLISSasse
U} Jo s uonaipstnf nok
IayMm S8se? Uj |qe|lere
94 Jou [lIM 3PIY dYIN
Jey) uoisiaoid uoisnjouy
JJ uwnjo) 0} UWN|0) G uWN|0) g uwn|o9 J uwnjo) 9 uwnjo) G uwnjo) { UWnj09 ¢ uwnjon Z uwnjo) } uwnjo9
90 IA: | 1Y €a 10 7'a ¢'d 1a 1a
uopesiqly OLIN @230 91N @930 3y Jo ()52 aPnY asnge-nuy OLIN @930 83wy («OLI,) uonuaAuoy
a3y} Jo (¢)sz ajany J0 (z)6 @121y XeL [3poN @J30 au3 4o (1)5z 11y

MAKING DISPUTE RESOLUTION MORE EFFECTIVE — MAP PEER REVIEW REPORT — LATVIA © OECD 2019



ANNEX A - TAX TREATY NETWORK OF LATVIA - 63

A A A A A I A A 0] A SpuelisyisN
N A A A A I A A 0 A 032010
N A A A A Il ! A 0 A oiBausjuo
N A A A A Il A A 0 A BAOPIO
N A A N <N I A A 0 A 0dIxa|\
N A A A A Il A A 0 A ejei
N A A A A Il A A 0 A Banoquiexn
N A A A A i A A 0 A eluenyin
N A A A A I A A o} A uejszABuky
N A A A A Il A A 0 A Jlemny
N A A A A Il A A 0 A €910}
N A A A A I A A 0 A uejsyyezey
A A A A A Il A A E A ueder
N «N A «N A Il ! A N A Ajey
N A A A A I A A 0 A |oBIs|
N <N A A A I A A 0 A puejal
N A A A A Il A A 0 A elpu|
N A A A A Il A A 0 A puejsg|
Juoisinold (90UsUSS | (BoUBUBS ¢OLIN @230 aousjUes (S9SBD UoNs 0} UONe|al Ul | ;S8se0 41 Ul dVIA suoses) aje}s asea|d ‘ou j| (p0usjUBS 8010} Jaupled Ayeal)
uoljeJjigie UoISNjoU| | pu09ss 1Sl 6%/ Wy uiuosinoid | 1si(2)sz WY | dVIN Jojisanbai s jokedxey | 0} ssaaoe apiaold S0y (1)gg Wy uola
(©)sz 1wy | (g)gz 1wy aNeusalje ‘Ou j| uoisnjou| £1da00e ) InoA [Im ‘ou §| | 9 Inok [im ‘ou )| mau) ¢ Aoyine
uoisnpu| | uoisnpu| (2)6 Wy uoisnjouy| Jusjedwiod Jayyie 0)
uoIssiwgns ‘seA J|
90UBJUSS PU02BS {ME| X} 2))SaWop (eousjuss R0UBIUSS JSI
(2)sz Wy voisnjou 8U}J0 0 D1 U} o dsnae pu0as (1)Gz My uoisniou | (1)Sg Wy uoisnjou|
Ue S| 818U} Jey) JUaLISSasse
a3 Jo s uonoipstnf nok
IayMm $8se? Uj |qe|lene
34 Jou [IIm 3PIY dYIN
Jey} uoisiroid uoisnjou|
JJ uwnjo) 0} UWN|0) G uWN|0) g uwn|o9 J uwnjo) 9 uwnjo) G uwnjo) { UWnj09 ¢ uwnjon Z uwnjo) } uwnjo9
90 IA: | 1Y €a 10 7'a ¢'d 1a 1a
uonesqIy J1IN @930 JL1IN @230 au} 40 (2)Sz 31y asnge-iuy OLIN @230 oW («OLW,,) uonuaauoy
a3y} Jo (¢)sz ajany J0 (z)6 @121y XeL [3poN @J30 au3 4o (1)5z 11y

MAKING DISPUTE RESOLUTION MORE EFFECTIVE — MAP PEER REVIEW REPORT — LATVIA © OECD 2019



64 - ANNEX A~ TAX TREATY NETWORK OF LATVIA

N A A A A I A A 0 A Aosping
N A A A A I A A 0 A uejsiyife]
A A A N A Il ! A 0 A puelszImg
N A A A A Il A A 0 A uspams
N A A A A I A A 0 A ureds
N A A A A I ! A 0] A BIUBAO|S
N A A A A Il A A 0 A ollgndey ero|s
N A A A A I ! A 0 A aiodebuig
N A A A A I ! A 6] A 10498
N A A A A Il A A 0 A elssny
N A A A A Il A A 0 A elueWoy
BIUOPAYBI\
N A A A A Il A A 0 A UON Jo
ollgndey
N A A A A I A A 0 A 1ejep
N A A A A I A A 0 A [ebnyiod
N A A A A Il A A 0 A puejod
N A A A A Il A A 0 A AemioN
Juoisinold (90UBUSS | (BoUBUBS ¢OLIN @230 aousjUes (S9SBD Uons 0} UONe|al Ul | ;S8se0 41 Ul 4V suoses) aje}s asea|d ‘ou j| (pausiUBS 8010} Jaupled Ayeal)
UoljeJ)ig/e UOISNOU| | pu09ss 1Sl 6%/ Wy uruosinoid | 1si(2)sz WY | dVIN Jojisanbai s jokedxey | 0} ssaaoe apirold S0 (1)gg Wy uola
(©)sz 1wy | (g)sz 1wy aNjeuIalfe ‘Ou j| uoisnjou| £1da00e ) InoA [Im ‘ou §| | 9 Inok [im ‘ou )| mau) ¢ Aoyine
uoisnpu| | uoisnpu (2)6 Wy uoisnjouy| Jusjedwiod Jayyie 0)
uoIssiwgns ‘seA J|
(00UBJUBS PUOIBS ¢, Me| Xe} o1sewop (eousjuss R0UBIUSS JSI
(2)5z Wy uoisnjou 8U}J0 J0 D1 U} o dsnae pu0as (1)Gz My uoisniou | (1)Sg Wy uoisnjou|
Ue S| 818U} Jey) JUaLISSasse
U} Jo s uonaipstnf nok
IayMm S8se? Uj |qe|lere
94 Jou [lIM 3PIY dYIN
Jey) uoisiaoid uoisnjouy
JJ uwnjo) 0} UWN|0) G uWN|0) g uwn|o9 J uwnjo) 9 uwnjo) G uwnjo) { UWnj09 ¢ uwnjon Z uwnjo) } uwnjo9
90 IA: | 1Y €a 10 7'a ¢'d 1a 1a
uopesiqly OLIN @230 91N @930 3y Jo ()52 aPnY asnge-nuy OLIN @930 83wy («OLI,) uonuaAuoy
a3y} Jo (¢)sz ajany J0 (z)6 @121y XeL [3poN @J30 au3 4o (1)5z 11y

MAKING DISPUTE RESOLUTION MORE EFFECTIVE — MAP PEER REVIEW REPORT — LATVIA © OECD 2019



*03e)s SunOBIIUOD IOYYIO UT ISONDAI JVIA B JO SUI[IJ OU3 MO[[e Uy} [[IM pue A3ea1) o13109ds SIy) 10} 99103 0jul A1ud uodn Juownsu| [eIoje[l[njAl oy}

ANNEX A - TAX TREATY NETWORK OF LATVIA — 65

Aq pajIpows 2q [[14 Ing ‘pIepuel§ WNWIULA ] UOIIOY Y} JO JUSW[S SIY} JOpun sjudwainbar ay) yjim aurf ur Apeaife 1 A1ea1) sy} ul paurejuod uoisiaoid oy, o)
‘pIepue)s SIY) UM QUI[ Ul MOU SI PUB JUSWINIISU] [BIAR[[NJA oY} Aq PaIIpow

u00q sey A)ea1) oY) INq ‘pIEPUR)S WNWIUIA ] UOHOY Y} JO JUSWI[D SIY} IOpUn S)UdWIMbal oY) yirm dul] UT Jou sem AJeaI) SIY) Ul paureiuod uoisiaoxd oy, o |
*9181S SUnOBIUOD JOYIIS Ul 3sanbar J VA & JO Sul[l} 9Y) MO[[B 0} JUdWNISU] I[N Y} £q

POIJIPOW USAQ SBY INq ‘PIBPUR]S WNWIUI ] UOHIY S JO JUSWIA[ SIY) JOPUN SJUSWAIINDAT ) YIIM ouUl] Ul APBaIR SeM AJBaI) SIY) Ul Paurejuod uoisiaoid oy, |

puado|

‘sn1d£D) Jo o1jqndoy] 9y} JO JUSWUISAOL) dY} JO [0JFUOD JAT}OJJO AU} JOPUN BAIE O} 0} SOJB[OI JUSWINOOP SIY} UL UOIIBWLIOjUI oy ], "Aosn], Jo uondooxe oy) yym
SUOIIEN] PAIU() 9Y) JO s1oquiowt [[e Aq pastug§ooar st snadA) jo orjqnday oy 1, :uorun ueadoinyg ay) pue (DI Y} JO SAIBIS IOqUISJA uorun) ueadoing oy [[e £q 9)0U)00,]

‘onsst snid£D,, oy3 Sururoouoo uonisod s31 0A19sa1d [[eys Ao3In] ‘SUONEBN PoIuN) JO JXIUOD Y] UIYILM PUNO]

s1 uonnjos d[qeynba pue Junse e [un (ONYL) snidLD urdyiioN jo orqnday yspng, ay3 sasiudooar Loyany, ‘puels] Y3 uo djdoad j011d£A) o010 pue ysIng, yjoq
Sunuosardor Ayuroyine 9[3uls ou s1 213y, “pue[s[ oy} Jo 1ed uIoynos ay) 03 sajefal  Snid£)),, 01 9IUIIAI YUM JUSWNIOP SIY} UT UOIJBULIOJUL oY ], :Aoyin] £q 910UJ00] ‘B S2I0N

N A A A A Il A A 0 A CUANREIN
N A A A A Il A A 0 A uejspiaqzn
N A A A A Il A A E| A S8jels pajun
N «N A «N A Il A ! 0 A wopbury payun
" sejeliw]
N A A A A Il A A 0 A qely penun
N «N A A A Il A A 0 A auenn
N A A A A Il A A 0 A uejsiusuwing
Juoisinold (90UsUSS | (BoUBUBS ¢OLIN @230 aousjUes (S9SBD UoNs 0} UONe|al Ul | ;S8se0 41 Ul dVIA suoses) aje}s asea|d ‘ou j| (p0usjUBS 8010} Jaupled Ayeal)
uoljeJjigie UoISNjoU| | pu09ss 1Sl 6%/ Wy uiuosinoid | 1si(2)sz WY | dVIN Jojisanbai s jokedxey | 0} ssaaoe apiaold 1505 (1)gg Wy uola
(©)sz 1wy | (g)gz 1wy aNeusalje ‘Ou j| uoisnjou| £1da00e ) InoA [Im ‘ou §| | 9 Inok [im ‘ou )| mau) ¢ Aoyine
uoisnpu| | uoisnpu| (2)6 Wy uoisnjouy| Jusjedwiod Jayyie 0)
uoIssiwgns ‘seA J|
90UBJUSS PU02BS {ME| X} 2))SaWop (eousjuss R0UBIUSS JSI
(2)5z Wy uoisnjou 8U}J0 0 D1 U} o dsnae pu02ss ()57 My uoisnjou] | (1)Gz Wy uoisnjoul
Ue S| 818U} Jey) JUaLISSasse
a3 Jo s uonoipstnf nok
IayMm $8se? Uj |qe|lene
8qjou [Im 8y dviN
Jey} uoisiroid uoisnjou|
JJ uwnjo) 0} UWN|0) G UWN|0) g uwnjo9 J uwnjo) 9 uwnjo) G uwnjo9 { UWn|09 ¢ uwnjo) Z uwnjo) } uwnjo9
90 IA: | 1Y €a 10 7'a ¢'d 1a 1a
uonesqIy J1IN @930 JL1IN @230 au} 40 (2)Sz 31y asnge-iuy OLIN @230 oW («OLW,,) uonuaauoy
a3y} Jo (¢)sz ajany J0 (z)6 @121y XeL [3poN @J30 au3 4o (1)5z 11y

MAKING DISPUTE RESOLUTION MORE EFFECTIVE — MAP PEER REVIEW REPORT — LATVIA © OECD 2019



66 - ANNEX A~ TAX TREATY NETWORK OF LATVIA

‘JuoWINIISU] [BIAIB[INIA U3 JO uoisiroid Juead[ar oy} yum siquedwoour are suorsiaold A1ea1) SunsIxa jey) Judlxe ) 03 AJUO JUSWNIISU] [BIJR[IINIA oY Aq
papasiadns aq [[1m A1B21) 9] INQ ‘PIEPURIS WNWIUIA {] UOIOY dU} JO JUSWD[I SIY} JOpUN s)uawdIinbar oy} yirm oulf ur jou st A1eal) sIy} Ul paurejuod uoisiaoid oy,
‘JuAWINNSu] [e1)e[NNIA Sy} Jo uoisiaoid

JUBAJ[AI AU} M J[quiedwoour a1e suolsiaoid A1ear) SunsIX? Jey) JUIX? 2y} 03 AJuo A1ea) d1J199ds SIY) 10J 9910J OJUl AU uodn JuowInIISU] [eIIB[INIA oY) Aq
papasiadns aq [[1m A1eo1) 9Y) Jnq ‘PIEPULIS WNWIULA {] UOTOY Y} JO JUSWS[S SIY} JOPUN SJUSWIINDIT O} YIIM QUI UT J0U ST 1831} SIY} UT PAUTBIUOD U0ISIA0Id oY T,
"pIepuL}S WNWIUIA ] UOTIOY 9} JO JUSTS[Q SIY) YIIM dUI] UT 9q UAY) [[IM pue K1ean) o1j103ds Iy} 10J 99103 0jul ANud uodn juowrnsuy [eIe[NNIA o4} £q
parjrpowr 9q [[1m A1ed1) 9Y) Inq ‘pIepuL)S WNWIUIA ] UONIY Y} JO JUSWIII SIY} JOPUN SJUSWAIINDII 9 Y3rm SUI| Ul Jou ST A18aI) SIY} Ul paureIuod uoisiaroid oy J,
Kyeaqy s1yy ur papnjout st a1npaosoad uorjeryiqre Jurpuiq pue

K101BpUBW B yoIyM Fuimorlo} ‘sarjdde juawnasuy [erdie[nnijz Yl Jo [A Med inq ‘uorsiaoid uoneniqie ue 9pnjoul Jou pIp Ajeas) iy} ul paureuod uorsiaoid ayJ,
2Inpaoold uoneniqre Surpuiq pue A1ojepueul

B SUIUIRIUOD JUSWINIISU] [RISIB[IINIAl U} JO JA Med £q pasedar uaaq sey yorym ‘uorsiaold uoneniqle ue papnjoul Apeaife A3ea13 siy} ul paurejuod uoisiaold oy,
‘pIepuUE)S WNWIUIA ] UONIY 9} JO JUIWD[S SIY} YIM JUI| UL MOU SI PUB JUSWNISU] [eIdje[NIA Y} £q parjipout

u293q sey Ajear} oy} Inq ‘pIepuelS WNWIUIA ] UONOY Y} JO JUSWIIA SIY} Jopun sjudwalinbar oy yirm oulf ul jou sem A3ear) SIy} Ul paureuod uoisiaoid oy,

sesee]

e N e A e

# N/ Al 51 /5]

sex A

2k A

%A

MAKING DISPUTE RESOLUTION MORE EFFECTIVE — MAP PEER REVIEW REPORT — LATVIA © OECD 2019



ANNEX B — MAP STATISTICS PRE-2016 CASES — 67

0'6¢ 14 0 0 0 0 l 0 0 0 0 0 € [el0)
0'6¢ 0 0 0 0 0 | 0 0 0 0 0 ) SELIe)
uoneoo|ly
VIN 14 0 0 0 0 0 0 0 0 0 0 14 JUOINGLRY
p|, uwnjo? ¢ uwnjo) Zyuwnjo) |} uwnjo) 0}, uwnjo9 6 Uwn|09 g uwnjo9  uwnjo) guWN|0) puUWNO) SUWNO)  ZUWNO) | UWN|O)
pouad Buipiodal | L0z Jlequiasaq Lg | awodno aalbesip | Measy xeyypm|  Kyeasy xey ypm Kyealy xey Kpawai Jofedxe} | paunsnl | ssaooe 1102 SSEd JO
ay) Buunp sasea | uo AoyusAul vy | Jayjo Auy | ojjuswasalbe | 3ouepiodIR | SOUBPIOIIL UIJOU | U}IM 9IUBPIOIIR | O1SBWOP fq jousl [dywpaaqg| Arenuer| | Kiobajen
910z-2.d Buisojd uo uj bujurewsas Buipnjoul urjou uoljexe) BuiAjosal | uljou uoijexe} eIA umepyym | uonaslqo uo
Joj (sypuow u) | sased g,0z-a4d Jo oN ‘Juawaaibe oy | uonexejou | Ajensedjuonexe} | BuinjosalAjny | panjosay Kioyuanul
uaye} awr) abelany sl a1ay} Jey) | ajgqnop Buigeulwiia | juoijexe) ajgnop dviu
Juawaalby Kjened Buneuiwia S9SBD
Juswaaiby fjing awoaiby 90z-81d
0°0
awoa)no Aq porsad Buodal ayy Buunp paso|d sased 9},0z-2.d jo Jaquiny L
VIN € 0 0 0 0 0 0 0 0 0 0 € [el0L
VIN l 0 0 0 0 0 0 0 0 0 0 ) S1B3YI0
uoneao|ly
VIN 14 0 0 0 0 0 0 0 0 0 0 14 JuonNGUIY
p} uwnjo) €} uwnjo9 Zhuwnjoy |} uwnjon 0} uwnjo) 6 uwnjoy g uwnjo9 LUWN0) guWwnjo) GUWNO) HUWNO) EUWNOH)  ZUuwnjo) | uwnjo)
pouad Buiiodalr | 9poz Jaquadaq Lg | awodno dalbesip | Aeasy xeyypm|  Kyeauy xey ypm Kyeauy xey Kpawas | pajuesb | Jokedxey | paypsnl | ssadoe 9107 SS9 JO
ay) Burinp sased | uo Kiojuaaui dyiy | Jayo Auy | o)juswaaiBe | aouepiodde | 39UBPIOIIE UIJOU | UM 3IUBPIOIJE | dpsawop |  jaljal fq jous! |dyWpaiuaqg| Arenuep) | KioBajen
91,0z-21d Buisojd uo ui bujurewsas Buipnjour urjou uopjexe} BuiAj0Sal | Ul jou UOIJeXe) BIA [esajejiun |umespyiip | uonaalqo uo
Joj (syjuow ui) | sased g},0z-a.d Jo 'ON ‘Juswaaibe oy | uonexejou | AjenJeduonexey | Buiajosai Ay | panjosay Kioyuanul
uaye) awr) abelany sl a1ay} Jey) | ajqnop Buneulwiie | juoijexe) ajgnop dvu
Juawaalby Kjened Buigeuswiia S9SBD
Juawaalby KjIny yuawaauby 9}0z-2.d
J0°ON

awoano Aq porad unodal ayy Buunp pasojo sased g},0z-a.d jo Jaquiny

SISBI 9J()-21d Sdnsnel§ dVIA

g xXouuy

MAKING DISPUTE RESOLUTION MORE EFFECTIVE — MAP PEER REVIEW REPORT — LATVIA © OECD 2019



68 - ANNEX C -~ MAP STATISTICS POST-2015 CASES

VIN 14 0 0 0 0 0 0 0 0 0 0 l ) [el0l
VIN 14 0 0 0 0 0 0 0 0 0 0 | } SELIe)
uoneoo|y
VIN 0 0 0 0 0 0 0 0 0 0 0 0 0 JUOINGLRY
G| uwnjo9 pluwnjo) ¢} uUwN0) g uwnjoy |} uwnjo) 0} uwnjo) 6 Uwnjo9 guwnjo) /uUwnjo) QUWNO) GUWNO) PUWN[O) EUWNOY  ZUWNO) | UWN|O)
pouiad Buiiodas 1102 awog)no | aaibesip o} | Ayeay xej yum |  Ayeasy xey yim Kyeauy xey Apawsai | pajuesd | sokedxey | paynsnl | sseoge pouad 1102 S9SEJ JO
ayyBuunp  |Jaquiada( Lg uo | Jayjo Auy | juswisaibe | aoUBPIOIIE | BIUBPIOIJE UIJOU | Y)IM 3OUBPIOIIE | I)SAWOp |  Jalfal fq jous| dVi Bupiodas | Asenuep| | KioBajen
sased GLoz-sod | Kiojuaaul dyiN Buipnjaul urjou uoljexe) Buiajosal | uijou uopexe) BIA | [es3)epiun [umelpyypm | uonoslqo | paiuaq | 8y Buunp uo
Buisojp 10} | uo ul bujurewsas ‘Juawaaibe | uonyexejou | Ajjenedjuonexey | Buinjosal Ay | panjosay paye)s Kioyuanul
(sypuow uy) S9SBD OoN sl aiay}jeyy | ajqnop Bujeuiwnja | juonexe} ajgnop S9SBD dvinu
uayejawn | GLoz-sod jo oN Juawaalby Kjened Buneuiwija 6L0z-)sod S9SBD
abelany Juswaalby KjIn} Juswiaaiby JooN GLoz-sod
0°0
awoyno Aq porsad Buiodas ayy Buunp pasoja sasea G0z-3sod Jo Jaquiny L
g'q | 0 0 0 0 L 0 L6l 0 0 0 661 0 [ej0l
g'g l 0 0 0 0 l 0 L6} 0 0 0 661 0 S1BYI0
uoneao|y
VIN 0 0 0 0 0 0 0 0 0 0 0 0 0 JUORNGLIY
G} uwnjo9 pluwnjoy gL uwno) g uwnjoy |} uwnjo) 0} uwnjo) 6 Uwnjo9 guwnjo) JUWNjo) QUWNO) GUWNO) PUWN[O) EUWNOY  ZUWNO) | UWNjo)
pouad Buiodas 9107 awog)no | aaubesip o} | Ayeasy xeyyum |  Ayeasy xey ypm Kyeauy xey Kpawas | pajuesb | sakedxe} | paynsn[ | ssadoe pouad 9107 S95B9 JO
aybuunp  |Jaquiadaq g uo | Jayjo Auy | juswaaibe | 8ouUBPIOIOE | 3IUBPIOIJE UJOU | UM 3IUBPIOIIE | d)jSawop | Jaljal fq jous| dVIN Burpodas | Asenuep| | Aiobajen
sased Gl0z-sod | Aiojuanul v Buipnoui urjou uorjexe} BuiAjosal | uljou uonexe) BIA | [eiajejiup [umelpynpm | uonoafgqo | paiuag | ayyBunnp uo
Buisoja.Joj | uo ui Buiurewsas ‘Juswaaibe | uopnexejou | Ajenedjuonexe) | Buiajosal Ay | panjosay paje)s Kioyuanu
(supuow ur) S9sB) ON sl aiay}jeyy | ajqnop Buijeuiwna | juonexe} ajgnop S9sB) dvu
uaye}awn | GLoz-sod jo 'oN Juawaalby Kjened Bungeuiwiia GL0z-}sod S9SBD
abelany Juswaalby K|Iny yuawaaiby Jo'oN GLoz-sod
J0°ON

awono Aq porad Bunodal ayy Buunp pasojo sased g0z-}sod Jo Jaquiny

SISBI G[(Z-150d SMSHEIS VI

D Xouuy

MAKING DISPUTE RESOLUTION MORE EFFECTIVE — MAP PEER REVIEW REPORT — LATVIA © OECD 2019



GLOSSARY - 69

Action 14 Minimum Standard

MAP Statistics Reporting Framework

Multilateral Instrument

OECD Model Tax Convention

OECD Transfer Pricing Guidelines

Pre-2016 cases

Post-2015 cases

Review Period

Statistics Reporting Period

Terms of Reference

Glossary

The minimum standard as agreed upon in the final report on
Action 14: Making Dispute Resolution Mechanisms More Effective

Rules for reporting of MAP statistics as agreed by the FTA MAP
Forum

Multilateral Convention to Implement Tax Treaty Related Measures
to Prevent Base Erosion and Profit Shifting

OECD Model Tax Convention on Income and on Capital as it read
on 21 November 2017

OECD Transfer Pricing Guidelines for Multinational Enterprises
and Tax Administrations

MAP cases in a competent authority’s inventory pending resolution
on 31 December 2015

MAP cases received by a competent authority from the taxpayer
on or after 1 January 2016

Period for the peer review process that started on 1 January 2016
and ended on 31 August 2018

Period for reporting M AP statistics that started on 1 January 2016
and ended on 31 December 2017

Terms of reference to monitor and review the implementing of the
BEPS Action 14 Minimum Standard to make dispute resolution
mechanisms more effective
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