
PwC | KUWT for Insurance 

Keeping Up with 
Tax for Insurance
December 2021 

1

Click to launch



PwC | KUWT for Insurance 

Tax Administration Day – A 

summary of key issues

IFRS 17 consultation 

document

Tax function optimisation –

A journey to the future!

Intra-group reinsurance –

Key transfer pricing aspects 

for 2022 IGRs

Introduction

Global Mobility – Cross 

border employees and HM 

Revenue and Customs 

(HMRC) activity

WHT on French sourced dividends: French Supreme Court 

recognises the incompatibility with EU law of a discrimination 

encountered by EU life insurers

Contacts

Introduction

2

Welcome to our festive edition of Keeping Up with Tax for 

Insurance. As our attention turns towards the upcoming holiday 

season and a well deserved break for all, I am excited by the 

prospects that the new year brings. We are expecting an 

announcement and an update from the OECD on Pillar Two 

any day now, what more could I ask for Christmas?!

Tax day came and went and HMRC has published additional 

resources, consultations and updates on tax administration and 

maintenance. PwC tax specialists had a variety of views on the 

main updates and what they mean for taxpayers.

PwC’s 2021 Total Tax Contribution report, released at the end 

of November, presents the tax and economic contribution of 

the largest listed companies in the UK for 2020/21, showing the 

impact from the COVID-19 pandemic. Now in its 17th year, the 

annual survey collects data from 100 Group members on their 

UK tax contribution and reports on the contribution made in 

taxes borne, taxes collected, and the wider economic 

contribution. 

We have analysed trends over the last 12 months and also the 

last 17 years, highlighting the changing tax profile and how 

changing economic conditions and legislation have impacted 

these trends.

Andrew Rosam

Insurance Tax Market Leader

M: +44 (0)7718 339569

E: andrew.c.rosam@pwc.com 

Andy is PwC’s Insurance Tax Market Leader and he 

specialises in cross border transactions, group restructuring 

and financing.

Introduction

In this month’s edition, we have included the following articles:

• Tax Administration Day – a summary of key issues

• IFRS 17 – consultation document released

• Tax function optimisation – a journey to the future!

• Intra-group reinsurance – key transfer pricing aspects

for 2022 IGRs

• WHT on French sourced dividends – French Supreme 

Court decision

• Global Mobility – cross border employees and HM 

Revenue and Customs (HMRC) activity

I hope you enjoy the articles that we have put together, and as 

always please get in touch with me or your PwC team if there 

is anything that you would like to discuss further. Finally, I’d like 

to wish everyone a merry Christmas and I look forward to 

seeing you all in the New Year.

https://www.pwc.co.uk/press-room/press-releases/pwc-comments-on-tax-administration-and-maintenance-updates.html
https://www.pwc.co.uk/services/tax/total-tax-contribution-100-group.html
https://www.gov.uk/government/publications/double-taxation-treaty-passport-scheme-register
https://www.gov.uk/government/publications/double-taxation-treaty-passport-scheme-register
https://www.bankofengland.co.uk/news/2021/may/fca-and-boe-encourage-market-participants-in-a-switch-to-sonia-17-june
https://www.pwc.co.uk/build-public-trust/the-building-public-trust-in-corporate-reporting-awards/corporate-reporting-workshops/transcript-workshop-building-trust-tax-transparency-new-esg-metric.html?WT.mc_id=CT1-PL50-DM3-TR3-LS4-ND30-TTA9-CN_BuildingPublicTrust-TTESGWorkshopImage
https://www.pwc.co.uk/build-public-trust/the-building-public-trust-in-corporate-reporting-awards/corporate-reporting-workshops/transcript-workshop-building-trust-tax-transparency-new-esg-metric.html?WT.mc_id=CT1-PL50-DM3-TR3-LS4-ND30-TTA9-CN_BuildingPublicTrust-TTESGWorkshopImage
https://thesuite.pwc.com/specialist-areas/us-tax-reform
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Tax Administration Day – A summary of key issues

The Tax Administration and Maintenance Day (Tax Day) 

announcements were made on Tuesday 30 November.

The Government has published a Command Paper which 

outlines various measures with links to detailed material 

including consultation documents which can be found here: 

These cover a number of key topics including:

R&D changes announced in the Budget and other 

aspects in the R&D consultation.

The Government released further details on the proposed 

changes to the R&D regimes. This follows the recent 

consultation on how to improve the R&D regimes to ensure the 

UK’s R&D incentives are globally competitive.

Whilst the Autumn Budget provided some headlines on the 

potential changes, the report provides further clarity on what 

these will look like (as set out below). We welcome many of 

the changes, and were pleased to see some of our 

recommendations on tackling abuse included within the report. 

Whilst the extension of the eligible costs to include datasets 

and cloud computing is positive, as anticipated, there will be 

restrictions on overseas costs from April 2023. 

It is therefore fundamental that all claimants understand how 

these changes will impact their claims going forward, 

particularly given the proposal for advance notification of R&D 

claims and other requirements to help tackle abuse, including 

the need to disclose the details of the R&D agent who has 

advised on the R&D claim.

Proposed changes to R&D regimes from April 2023

1. Inclusion of costs relating to licence payments for 

datasets and cloud computing costs

The R&D relief report sets out the eligibility criteria for the 

inclusion of datasets and cloud computing costs, with clear 

focus on ensuring that these costs will be limited to those that 

are core to the R&D activity. In particular, licence payments for 

datasets will only be eligible if the datasets cannot be resold or 

have ‘lasting benefit’ to the business. Similarly, for cloud 

computing costs, these will be limited to those costs directly 

used in R&D for the purposes of computational, data 

processing, analytics or software use. Any general overhead 

payments relating to virtual servers or data storage will

be ineligible.

This clearly poses the question of how companies will be able 

to differentiate between eligible and ineligible datasets and 

cloud computing costs. HMRC have requested views on how 

this could practically be achieved and we will be looking to 

share examples with HMRC in due course - please do let us 

know if you’d be interested in contributing to this.
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2. Limiting costs of overseas R&D

We now have clarity on what was meant by the Budget 

announcement of ‘refocusing reliefs towards innovation in the 

UK’. In summary, there are two significant changes:

• Where companies subcontract R&D activity to a third party 

(mainly relevant for SME claims but also applicable to 

RDEC claims in certain circumstances), a claim will only be 

possible if the third party performs the work within the UK. 

• Where companies incur expenditure on payments for 

externally provided workers (EPWs), a claim will only be 

possible where the workers are paid through a UK payroll.

Whilst companies will still be able to claim for the costs of 

inputs such as clinical trial volunteers, consumables, software 

licences, data and cloud computing costs sourced overseas, 

the restrictions to exclude resource costs associated with 

subcontractors and EPWs will impact a number of companies. 

There may also be practical challenges for businesses to 

identify what work is undertaken in the UK, particularly for work 

performed by third parties. It is important that those impacted 

share their views as the Government is keen to understand if 

there should be any narrow exceptions to these rules.

3. Tackling abuse

The R&D report sets out the Government's concerns over 

abuse and ‘pushing of boundaries’, particularly by R&D 

advisors with limited tax experience encouraging companies to 

submit dubious claims. To tackle this abuse of the R&D 

regime, a new ‘cross-cutting’ team focused on abuse will be 

set up and the Government intends that all claims from April 

2023 will be subject to the following rules:

• advance notification to HMRC of the intention to submit 

claims;

• digital submissions;

• require documentation which provides a breakdown of 

expenditure and key details on the R&D activities 

undertaken, including the scientific/technological advances 

and uncertainties;

• claims to be endorsed by a named senior officer of the 

company; and

• details of the R&D agent who has advised the company

on the claim.

Tax Administration Day – A 

summary of key issues

https://www.gov.uk/government/collections/tax-administration-and-maintenance-autumn-2021
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1037348/RD_Tax_Reliefs.pdf
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4. Addressing anomalies

There will be changes to the rules to address some perceived 

unfairness and anomalies, for example in preventing going 

concern restrictions in cash credits where solvent businesses 

have carried out trade transfers. These changes are broadly 

positive and cover many points we have previously discussed 

with HMRC.

HMRC are welcoming responses to the R&D report published 

with the deadline set for 8 February 2022. We would be 

delighted to discuss the potential changes with you and 

support you with shaping your response to the report if you 

wish to respond.

IFRS17

Please see our standalone article.

Transfer Pricing

HMRC announced that the maintenance of an OECD-style 

Master File and Local File for larger businesses will become 

mandatory with effect from April 2023. At the same time, plans 

to introduce an International Dealings Schedule have been 

shelved for the time being, and the proposal to introduce a 

detailed evidence log' (based on the PDCF requirement) has 

been replaced with a new 'Summary Audit Trail' (SAT) 

proposal which would be a mandatory addition to the local file 

summarising the work carried out to arrive at conclusions and 

produce the file.

There will be a further consultation process in 2022 as draft 

legislation is developed, and HMRC has said that it will 

produce detailed guidance in a number of areas.

I've attached a document which goes into a bit more detail on 

these developments, and I'd be delighted to discuss them with 

you. The SAT element of the proposals and its inclusion in the 

law is another indication of the emphasis HMRC will put on the 

sufficiency of the process in addition to the content of the 

documentation itself. The transfer pricing dispute environment 

is already very challenging, and it will be crucial to start to 

factor HMRC's expectations into any transfer pricing 

documentation strategy as soon as possible to manage 

enquiry and penalty risk.

The HMRC documents can be accessed via these links to the 

consultation outcome update and a more detailed summary of 

responses document.
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The other update of particular relevance to transfer pricing was 

the corporate report on the Review of tax administration for 

large businesses, where the government has announced 

actions ‘to improve tax administration for large businesses and 

make the UK an easier place to do business’. The 3 main 

areas of focus are:

1. Mitigating uncertainty through new Guidelines for 

Compliance and improved guidance

2. Changes to help address long-running enquiries

3. Improving the co-operative compliance experience 

Transfer pricing is HMRC's biggest single tax risk and also an 

area where HMRC has acknowledged that enquiry 

effectiveness needs to be improved. Working with external 

stakeholders, 'HMRC will establish new, objective indicators of 

long-running enquiries and a clear and transparent process to 

accelerate their resolution', with work on these expected to 

take place in early 2022.

Insurance Premium Tax ('IPT')

The government published a summary of responses to the 

consultation on IPT, which was titled Improving the 

administration and operation of IPT. Following the consultation, 

the government plans to engage with the insurance industry to 

explore appropriate public access to a register of insurers 

registered to pay IPT, alongside a code of conduct for Brokers.

A number of insurers and brokers were relieved to note that 

there are no immediate changes to evaluate in relation to 

administration fees.

In relation to administration and other intermediary fees, 

HMRC found that neither of the proposed options to target 'in-

house broker' arrangements or widen the scope of IPT in the 

retail space provided a proportionate solution to the issue and 

therefore neither option is being taken forward.

Tax Administration Day – A summary of key issues (cont’d)

Andrew Rosam

Insurance Tax Market Leader

M: +44 (0)7718 339569

E: andrew.c.rosam@pwc.com 

Andy is PwC’s Insurance Tax Market Leader and he 

specialises in cross border transactions, group restructuring 

and financing.

Tax Administration Day – A 

summary of key issues

https://www.gov.uk/government/consultations/transfer-pricing-documentation
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1037165/Transfer_pricing_documentation_-_summary_of_responses.pdf
https://www.gov.uk/government/publications/review-of-tax-administration-for-large-businesses/review-of-tax-administration-for-large-businesses
https://www.gov.uk/government/consultations/insurance-premium-tax-administration-and-unfair-outcomes
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As part of Tax Administration and Maintenance Day, the 

Government has published a Command Paper outlining 

various measures with links to detailed material, including 

consultation documents.

This includes the long-awaited consultation on the Corporation 

Tax implications of the new international accounting standard 

for insurance contracts, IFRS 17. This will last for 12 weeks 

with all responses due to HMRC by 22 February 2022 (to 

send responses to ifrs17consulation@hmrc.gov.uk).

The positive news is that there was very little which was 

unexpected in the consultation; in the main, the questions 

raised have been discussed in industry working groups 

already. Those hoping for more detail were likely to be 

disappointed though, as we are yet to see a proposed duration 

for any spreading of transitional adjustments or other key 

design features. HMRC are also still keen to receive further 

data on transitional impact before making a decision on the 

scope and duration of the spreading and will be engaging with 

industry on gathering that data shortly.

In summary, the key points from the consultation are

as follows:

• The consultation confirms the decision announced in the 

budget to provide for a rule to allow for spreading of the 

transition impact of IFRS 17 for life insurers (and 

reinsurers) but the duration is still to be decided. Duration 

will depend on the impact on revenues and this will depend 

heavily on the data supplied by organisations on the scale 

of the transitional adjustment and future expected 

profitability.

• In order to determine whether the transitional tax rules 

should also apply to general insurers, HMRC is particularly 

requesting further information on the transitional impact of 

IFRS 17 on GI groups. It appears they are also still open to 

having a spreading arrangement with a different duration. 

As for life insurers, the outcome will depend on their 

assessment of the impact on revenues.

• Opinions are requested on groups which (while still in the 

spreading period) may move from IFRS to UK GAAP (or 

vice versa) and transfers of business where one entity 

reports under IFRS and the other does not. This seeks to 

address the practical concerns which may arise with the 

transitional rules.

• Other technical accounting questions have been asked on 

reinsurance, I-E and OCI, which have been covered to 

some extent in the working groups but HMRC are keen to 

get views from across the industry.
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• Also announced in the Autumn Budget was the decision to 

revoke the requirement for life insurance companies to 

spread acquisition expenses over seven years for tax 

purposes. The proposal is that this would be repealed with 

effect from 1 January 2023, in line with the adoption of 

IFRS 17 and questions are included in the consultation to 

help identify any issues arising from the change (which 

applies to all those using I-E, not just those on IFRS).

The expectation is that draft regulations will be published after 

HMRC has had time to consider the responses but that these 

will 2022.

If you would like to discuss the consultation in further detail, 

please get in touch with one of the IFRS 17 Tax team, or your 

regular PwC contact.

IFRS 17 consultation document

To assist groups in their planning for IFRS 17, we have 

issued the results of our survey of 81 territories capturing 

the expected impact of the adoption of the standard.

The results have been presented as a global map 

allowing users to easily find information on relevant 

territories and represents a snapshot of the tax impact of 

IFRS 17 across the globe. There remain a number of 

uncertainties across many of the territories and this is 

reflected in the responses. Those territories in which 

IFRS is the tax base are unsurprisingly anticipating 

significant impacts but this does not necessarily translate 

into direct engagement from the relevant tax authority. 

Global tax survey map:

IFRS 17 consultation 

document

https://urldefense.com/v3/__https:/www.gov.uk/government/collections/tax-administration-and-maintenance-autumn-2021__;!!JTSHVUr6R1OOzg!caKoqKaPYvYEPz-fNUtJU73TxnYkc857PXvUcrpCAMfTZn4amkiATj-t9Y7UEfi-TiwWVfc$
https://urldefense.com/v3/__https:/www.gov.uk/government/consultations/corporation-tax-response-to-accounting-changes-for-insurance-contracts__;!!JTSHVUr6R1OOzg!caKoqKaPYvYEPz-fNUtJU73TxnYkc857PXvUcrpCAMfTZn4amkiATj-t9Y7UEfi-0ANipJE$
mailto:ifrs17consulation@hmrc.gov.uk
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In some territories even this seemingly simple question does 

not give rise to a clear cut answer e.g. there are some 

territories where accounting standards mirror but do not 

exactly follow IFRS (China, Brazil) and some where there is a 

choice between IFRS and local GAAP for tax purposes. The 

impact of IFRS 17 on the tax base is therefore not a simple 

assumption and needs to be looked at closely on a

territory by territory basis.

Key territories where IFRS 17 will affect the tax base include 

Canada, South Africa, Australia and the UK but the picture in 

the rest of Europe, Africa and AsiaPac is mixed. France, 

Germany and Italy for example will retain local GAAP as the 

tax base. Sweden and the Netherlands have specific tax codes 

for insurance business so entities here may be less affected. 

Colombia, Mexico and Brazil all have different approaches to 

the new standard.

Our survey participants noted that regions often were being 

very cautious about how they implement the new standard. 

Many jurisdictions highlighted how tax authorities are currently 

rather protective over their tax base and do not allow changes 

in accounting policies to impact their tax base without proper 

consideration and reviews. As a result, there has been slow 

progress in many territories resolving questions around rules 

on transitional measures and adjustments that may be needed 

to the accounting base where IFRS is used.
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Given that IFRS 17 is a significant change to the current 

standard, it is also possible that tax authorities will make 

amendments to existing tax rules to protect their tax base and 

revenues. Whilst a few territories in the survey have raised this 

possibility, the time to make such changes is fast running out 

and means the timeline of implementation is clouded with 

uncertainty. 

There are of course some jurisdictions that report using local 

GAAP regulations and therefore do not expect to adopt the 

standard. Even here, where the cash tax impact may be 

limited, there are expectations that the implementation of the 

standard will result in significant deferred tax balances in 

reconciling the IFRS and GAAP balances, which will have a 

knock-on impact on regulatory capital requirements. 

Additionally, in jurisdictions where local GAAP is used as the 

tax base, consideration has been given to the impact on group 

reporting where IFRS is used. This will have a significant 

impact for subsidiaries or holding companies that may be 

required to maintain separate reporting systems – one to 

report locally using local GAAP and one to report consolidated 

group results using IFRS. 

IFRS 17 consultation document (cont’d)

IFRS 17 consultation 

document
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Of course, we should also not forget that significant changes 

will be required to the underlying systems supporting the new 

calculations and disclosures required by IFRS 17 and that tax 

functions should be actively engaged in any design of new 

requirements and models. 

You should receive an email to give you access to the map 

shortly with instructions on how to use it. If you have any 

questions on the map or any comments, then please contact 

one of the team. Please feel free to reach out directly to the 

relevant contacts noted in the map if you have any territory-

specific questions.

Whilst the survey is just a starting point for further 

investigations, we hope it will be a useful tool for those looking 

to assess their global risk profile and engage constructively 

with local teams and tax authorities.
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IFRS 17 consultation document (cont’d)

Alex Rushton
Manager
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Director
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document
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The digitisation of tax authorities around the world continues to 

gather pace and with it, comes a corresponding impact on tax 

functions. Increasingly, the role of the tax function needs to be 

embedded into all aspects of the business lifecycle so that 

there are ‘no surprises’ when it comes to tax. Combined with 

greater calls for transparency and regulation, tax functions are 

struggling to keep pace, as few have unlimited resources and 

infrastructure to effectively respond to the complex and 

challenging external environment. Optimising the tax function 

could be the answer.

Optimisation enables a tax function to innovate its people and 

infrastructure to achieve sustainable productivity that is aligned 

to tax vision and organisational objectives. Through this, the 

role of the tax function can evolve from one of compliance to 

one of business partnering and tax stewardship. 

Tax function optimisation can be achieved through tax led 

initiatives (e.g. tax process enhancement) or non-tax led 

change programmes (transformation), which enables the tax 

function to engage with the business and address tax 

requirements that should be embedded into business 

processes.

A seat at the transformation table

Transformation can relate to holistic organisational or 

functional initiatives (front and back office) which may impact 

people, processes and/or system change (technology and 

data). Both affect how a tax function meets its compliance and 

reporting obligations. For example, if the quality of data is 

impacted through finance transformation, this may alter the 

ability to identify, assess, mitigate and manage tax risks 

effectively. It is therefore critical that the tax function is 

consulted throughout the transformation programme.

A seat at the transformation table provides the tax stakeholder 

with opportunities to:

• Align the vision of the tax function to the vision and 

objectives of the organisation;

• Promote an integrated tax risk management approach 

within business processes (e.g. controls embedded in 

business processes, periodic testing and assurance 

programme); 

• Define roles and responsibilities with key internal 

stakeholders, including communication framework, 

education and training to support in tax risk management; 
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• Provide input and define tax data and system requirements 

to facilitate more efficient compliance and reporting 

activities; and 

• Manage cultural change - identify skill gaps/training 

required and approach to performance management.

Given the longer term and often strategic nature of 

transformation programmes, it is critical that a tax function is 

integrated from the get-go so its requirements can be 

addressed. With tax at the table, it is able to enhance its profile 

as a business partner with key internal stakeholders, including 

the C-Suite and/or the Board.

Creating agility through tax led initiatives

With new and impending requirements/regimes being 

introduced (e.g. HMRC’s enhanced Business Risk Review, 

Making Tax Digital for Corporation Tax, Public Country by 

Country Reporting), this means that generally, tax functions 

are continuing to operate with the same amount of resources 

and infrastructure, while delivering an ever-increasing tax book 

of work. 

As noted, the benefits of transformation may not be realised 

until a later date. Accordingly, tax functions need to assess its 

existing operations, prioritise and determine ways to 

proactively respond to continuously changing requirements in 

the short to medium term. This may include:

• Reviewing the tax risk management approach against tax 

strategy, to determine if it remains fit for purpose.

• Reviewing tax owned processes to ascertain that key tax 

risks have been identified, testing of controls that are in 

place, and addressing any noted control gaps.

• Defining a tax technology strategy that guides the approach 

to the digitisation of tax processes. This may involve the 

implementation of tax specific solutions, or solutions which 

can be leveraged/integrated into wider transformation 

programmes. 

• Determining the appropriate sourcing model and identifying 

whether there are activities carried out by the tax function 

that are not aligned to its vision, roles and responsibilities.

If so, an assessment needs to be made as to where those 

activities should sit (e.g. in another function), or 

alternatively, be outsourced. 

Tax function led initiatives can alleviate the pressure on tax 

resources and infrastructure, while aligning to ongoing 

transformation. Through enhancing tax governance, process 

improvement or sourcing, efficiencies can be gained to enable 

tax resources to focus on activities that add the greatest value.

Tax function optimisation – A journey to the future!

`

Tax function optimisation –

A journey to the future!

https://ec.europa.eu/taxation_customs/sites/taxation/files/communication_on_business_taxation_for_the_21st_century.pdf
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Where do I start?

Optimisation can really help your tax function navigate

and thrive in a world of disruption, unpredictability and

rapid digitisation. 

Transformation programmes enable a tax function to enhance 

its profile, access the buy-in of key internal stakeholders, and 

budget to drive change. However, the tax function is often 

required to work within a framework that is defined by the 

relevant non-tax stakeholder. The benefits to be gained may 

also be realised in the long term, rather than the short to 

medium term. 

In contrast, tax led initiatives allow the tax function the freedom 

to address the areas where it sees the most risk, opportunities 

to reduce inefficiencies and better prioritise activities to 

achieve tax vision and strategy.

There is no ‘one size fits all’ approach to tax function 

optimisation. Regardless of whether you choose to leverage 

the transformation programmes within your organisation, or 

undertake a tax led initiative, it is important that you have a 

baseline understanding of your current tax operations.

A first step that a tax function can take is to benchmark itself 

(either against a maturity model or other organisations) to 

understand what the business requires of the tax function and 

determine if there are sufficient resources and infrastructure to 

execute tax vision and strategy. Through this, a business case 

and roadmap can be articulated, which may include leveraging 

wider transformation. This then informs an implementation plan 

that will kick-start your tax function’s optimisation journey to

the future.
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Next Steps for Insurers

To help you think through how to optimise your tax function, 

here are our top five questions for you to consider: 

1. Does the C-Suite and/or Board have an understanding of 

the tax risks across the organisation (i.e. within business 

processes)? If so, do they understand how transformation 

can play a part in enhancing the tax governance and risk 

management across the organisation?

2. How integrated is the tax function with the wider business? 

Is the business actively engaging the tax function so that it 

can identify and input into relevant transformation 

programmes?

3. Is the tax function vision aligned to the vision and 

objectives of the organisation, and has the tax function 

identified the key levers to optimise the way it operates as a 

function?

4. How can tax processes change in the short to medium 

term, while aligning/reaping the benefits of transformation 

in the long term?

5. Has the tax function articulated an approach to change 

management to support tax resources with navigating 

through transformation and/or tax led initiatives?

Tax function optimisation – A journey to the future! (cont’d)

`
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As year end approaches, many insurance groups are focusing 

on the reinsurance programme for the coming year, which is 

central to capital and risk management processes. This 

includes the use and value of intra-group reinsurances (IGRs). 

As always, transfer pricing (TP) considerations around these 

IGRs hinge on the market circumstances in which the 

transaction(s) take place.

Understanding, managing and pricing IGRs is not new for 

many insurers, and many had to respond to novel TP 

challenges when pricing 2021 IGRs amid the COVID-19 

landscape and a challenging commercial environment (as 

discussed in our November 2020 edition). Today, the pricing 

environment remains extremely dynamic but is increasingly 

coupled with macroeconomic uncertainty as inflation 

exacerbates pressure on monetary policymakers to act, and 

expectations of interest rate rises loom ever-closer1. 

The objective of this article is to outline: (i) the key aspects of 

the market landscape that could impact your IGR approach; 

and (ii) what are the key areas you should be looking at ahead 

of renewing your IGRs/entering into new IGRs, reflecting the 

most recent OECD guidance.

Current market landscape

Whilst the long term effects of the COVID-19 pandemic have 

yet to play out, insurance markets suffered immediate 

consequences during 2020 and 2021, with a knock-on effect 

on investment returns and underwriting performance. 

The highly uncertain outlook for interest rates, and a current 

environment in which investment returns are influenced by low 

yields, creates tension in how insurers balance returns and 

capital requirements. Our 2021 Insurance Banana skins survey

captured the overall higher risk perception for interest rates 

and investment performance across the market, with a 

difference in the views between non-life and life insurers. For 

instance, whilst life insurers may focus on potential benefits of 

higher returns (through taking greater risks in search of yield), 

non-life insurers and reinsurers are generally more concerned 

about the inflationary impacts on interest rates. One way or 

another, the interest rate environment makes it more

difficult for the industry to form prices and manage

capital requirements. 

In addition, many business lines suffered the impact of COVID-

19 claims, with significant expected losses continuing for

2021/2022, accompanied by substantial catastrophe losses in 

the non-life sector. 
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In general, insurers have responded by increasing rates, 

providing greater emphasis on risk selection, managing 

coverage levels and maximising capital management

actions (including reinsurance) to mitigate the negative impacts 

on capital requirements (e.g. due to higher market risk). In 

turn, the hardening market conditions pressure reinsurers to 

take a more conservative underwriting approach and apply 

stricter underwriting criteria. This often materialises in

changes to coverage terms, (e.g. lower cession limits, 

coverage adjustments), pricing (e.g. reduced commissions for 

non-proportional reinsurance or increased rates for 

proportional reinsurance). 

2021 market data provides testimony of price hardening 

conditions across the market. For instance, for the first half of 

2021, the Lloyd’s market saw an average risk-adjusted rate 

increase at 9.9% across all major lines of business2. In 

general, whilst price hardening impacts vary per business 

segment, the stricter reinsurance underwriting criteria is likely 

to last for the 2022 renewals. Insurers (cedants) now wanting 

to seek capacity in the reinsurance market need to consider 

carefully the price hardening conditions and undergo a detailed 

cost-benefit analysis to find the appropriate levels of 

reinsurance protection.

The approach to structure and price IGRs should consider 

these factors. These market terms - in terms of capital 

availability, cession levels and the hardening of pricing across 

market segments - need to be reflected to provide appropriate 

evidence of the arm’s length nature of the arrangements and 

the compelling commercial rationale for entering into such 

arrangements. Recommendations as to how to achieve this 

are set out below.

Pricing and structuring IGR

Whilst the OECD sought to provide guidance to help taxpayers 

and tax authorities address certain of the tax challenges 

associated with the pandemic (as discussed in our March 2021

edition), this guidance does not deal with the unique aspects of 

the insurance market. There is, however, relevant OECD 

guidance on captive insurance issued in February 2020 (the 

OECD Guidance on Financial Transactions or ‘OECD FT 

paper’), which has a read across to insurance generally (as 

discussed in our March 2020 and October 2020 KUWT 

editions). Insurance groups should consider how this guidance 

impacts the structure and pricing of 2022 IGRs.

`

Intra-group reinsurance – Key transfer pricing aspects for
2022 IGRs

1 Please refer to our Insurance Banana Skins 2021 survey for an overview of the key risks that the global insurance industry is facing.
2 Source: Lloyd’s half year results for 2021
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As reinsurers’ risk appetite strengthens, and cedants seek to 

purchase reinsurance protection through balanced cost-benefit 

analyses, it is critical for insurance groups to consider whether 

the approach taken for IGRs (both from the cedant’s and 

reinsurer’s perspectives) reflects broader market dynamics and 

is in the range of arm’s length outcomes in terms of structuring 

(e.g. type of reinsurance protection, coverage or cession 

levels) and pricing (e.g. trends in commissions for

proportional reinsurance and rate increases for non-

proportional reinsurance).

In this context, the OECD FT paper is gaining traction when 

structuring and pricing IGRs. In particular, the emphasis that 

the OECD FT paper puts on the rationale for IGRs (with a 

focus on diversification, capital benefits and other commercial 

benefits) should remain at the forefront of your TP analysis 

amid the current market landscape. The next step is to 

incorporate these IGR rationale aspects into the pricing of the 

arrangements, actively consider these issues from both cedant 

and reinsurer’s perspectives; and consider scenario-based 

assessments to fully understand, account for and price the

risk transfer.

When it comes to the particulars of pricing IGRs, e.g. 

commissions for proportional reinsurance, premiums for non-

proportional reinsurance, or premium/consideration for loss 

portfolio transfers, insurers should consider whether the IGR 

pricing conditions are aligned with market pricing. Many 

insurers rely on a return on capital (or IRR) analysis, which has 

a number of practical benefits (e.g. it can be applied when 

looking at lines of business where capital intensity varies) and 

could be compared against available benchmarks. However, 

the OECD TP FT paper advises that the overall remuneration 

of the (re)insurer should follow a two-stage approach, 

including; (i) an arm’s length combined ratio for the (re)insurer; 

and (ii) an arm’s length return on the investment assets. Whilst 

a combined ratio approach may not be appropriate for every 

IGR transaction, insurance groups are actively considering 

whether to follow this approach or to document why the OECD 

approach is not appropriate for their particular circumstances

One way or another, the likely approaches (i.e. either a return 

on capital approach or a combined ratio approach) pose 

challenges when it comes to meeting the comparability 

standards required for transfer pricing given the market 

dynamics. As benchmark 2020 data becomes more readily 

available, it is necessary to consider how those benchmarks 

account for the current landscape, or whether these need to be 

adjusted to reflect potential differences in margins, markets, or 

other comparability adjustments (e.g. investment returns, 

available capital and so on).
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Key takeaways

IGR arrangements are likely to be the most material intra-

group arrangements for many insurance groups. From a 

compliance and tax risk perspective, this puts IGRs near the 

front of the queue for tax authority focus.

Whilst many groups have experience in structuring and pricing 

complex IGRs, it is now key that insurance groups substantiate 

their approach for IGRs, considering the changing market 

environment to ensure that capital and synergy benefits are 

factored into pricing of IGRs. To stay ahead of the game, best 

practice recommendations are to ensure that: 

1. Market terms are reflected evidencing the arm’s length 

nature of the arrangements and the providing compelling 

commercial rationale for such arrangements, including an 

appropriate cost-benefit analysis both from the cedant’s 

and reinsurer’s perspectives.

2. Diversification, capital benefits and other commercial 

benefits are observed and adequately factored into the 

pricing of IGR agreements;

3. An assessment of the most appropriate profitability 

indicator (i.e. Return on Capital vs Combined Ratio) is 

undertaken, accompanied by a deeper dive on 

benchmarks, including considering whether adjustments 

are needed to meet the appropriate standards based on the 

market circumstances

Therefore, as insurance groups negotiate and finalise the 

terms of their 2022 IGRs, it will be important that the TP 

overlay into the structuring and pricing acknowledges the 

above factors. This will help prepare for increased tax authority 

scrutiny of both new and historic arrangements in which 

contemporaneous commercial and tax documentation will form 

the critical evidence against which today’s decisions will 

be judged.

For a deeper discussion on how this may impact your 

organisation, get in touch with the authors or your normal

PwC contact.

`

Intra-group reinsurance – Key transfer pricing aspects for
2022 IGRs (cont’d)
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Several years ago, we brought actions before the French 

Courts in order to obtain recognition of the discrimination 

encountered by a UK life insurance company with respect to 

the investments it makes in French shares in the context of its 

clients’ unit-linked contracts. French sourced dividends 

received by an EU life insurer suffer a withholding tax applied 

on the gross amount of dividends, whereas a French 

equivalent life insurer is able to deduct technical provisions 

from its taxable base in consideration for its obligation to repay 

those dividends to the insured and suffers subsequently no or 

almost no corporate income tax burden.

After several appeals, the French administrative Supreme 

Court (Conseil d'Etat) recognised the principle of such a 

discrimination in a decision dated 11 May 2021 (UBS Life 

Asset Management, N°438135).  It should be noted that this 

position is in line with the position of the European 

Commission which had lodged a complaint against France on 

18 February 2021 in the context of an infringement procedure 

concerning withholding tax on unit-linked contracts issued by 

life insurance companies established in another EEA Member 

State.

In its decision, the French administrative Supreme Court 

applies the longstanding case law from the European Court of 

Justice (“ECJ”) under which an unjustified unfavourable tax 

treatment suffered by a non-resident taxpayer compared to a 

resident taxpayer constitutes a forbidden restriction to the 

freedom of capital movement.
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WHT on French sourced dividends – French Supreme Court 
recognises the incompatibility with EU law of a discrimination 
encountered by EU life insurers

Such reasoning had already been developed by the ECJ for 

pension funds in cases where the national judge had refused 

to take into account the existence of technical provisions 

(CJUE, 13 November 2019, C- 641/17).

In the case at hand, the Court took into account the fact that 

French insurers are able to deduct their technical provisions 

and that the obligation to book a provision which is sufficient to 

cover its commitments towards the insured directly derives 

from the insurance directive dated 5 November 2002 released 

by the European Union. Therefore, the obligations of a French 

and an EU life insurer are similar by nature. 

The French Supreme Court has referred the case back to the 

Court of Appeal of Versailles in order to determine which 

elements of proof should be provided by insurers to obtain the 

withholding tax refund. The conclusions under the decision 

state that these elements of proof should be reasonable, 

otherwise this would create an unnecessary administrative 

burden on the taxpayer. 

The UBS decision confirms the chances of success of claims 

for European life insurance companies. The further decision 

from the Court of Appeal of Versailles (most likely to be 

rendered in 2022) will also be key to understanding the level of 

details and justifications required by the French tax authorities.

WHT on French sourced dividends: French Supreme Court 

recognises the incompatibility with EU law of a discrimination 

encountered by EU life insurers
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Moreover, the general character of the argument of the 

Supreme Court opens the path for refunds of withholding taxes 

incurred on French shares held in an insurer’s general fund or 

for certain other types of gains (e.g. real estate gains). Finally, 

a non-EU insurance company may also obtain a similar result, 

given that the restriction on free movement of capital is also 

applicable in the relationships between Member States and 

third countries (subject to a more detailed analysis of 

comparability including provisioning obligations since one 

would not be able to rely on the EU insurance directive to 

establish the discrimination).

It should be noted that Article 7 of the Finance Bill for 2022 

(which should be adopted imminently by the French 

Parliament) includes a provision which provides, in some 

circumstances, for a general right to refund of the withholding 

tax (also applicable to life insurers) as from 1 January 2022. 

The concrete modalities of such a refund are not defined yet 

and will be commented upon in a specific decree or 

administrative guidelines. The refund is granted provided that 

the foreign insurer has not used the corresponding tax credit 

by offsetting it against its own tax.

Life insurance companies or asset managers managing 

investment portfolios for insurers should therefore consider 

whether they have interest in filing claims to obtain the 

reimbursement of the WHT on French dividends.  

For the withholding taxes already paid, the statute of limitation 

in France expires at the end of the second year after payment 

of the WHT. This means that for the WHT paid in 2019, the 

statute of limitation expires on 31 December 2021. To preserve 

their rights, insurers may file a simplified claim before this date, 

which can be completed later on, once the relevant documents 

are available.

For the future, a systematic approach should probably be 

implemented, although the mechanism remains complex, 

failing a right to apply an upfront 0% rate, given in particular 

the existence of multiple depositaries. 
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WHT on French sourced dividends – French Supreme Court 
recognises the incompatibility with EU law of a discrimination 
encountered by EU life insurers (cont’d)
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Next Steps for Insurers

• EU life insurers should consider whether the investments 

they make for their policyholders comprise French 

investment that gave rise to dividends or gains which 

suffered withholding tax.

• Consider the opportunity to file claims to recover this tax 

burden as the discrimination suffered, through a 

withholding tax based on gross dividends, has been 

recognised by the French Supreme Court. 

• Withholding taxes suffered in 2019 can be claimed until the 

end of 2021. The opportunity to claim a similar 

discrimination in other non-EU member States should also 

be considered.

WHT on French sourced dividends: French Supreme Court 

recognises the incompatibility with EU law of a discrimination 

encountered by EU life insurers
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The post lockdown return to work has seen an increase in 

cross border moves – formal and informal – which had been 

put on hold during the pandemic. Coupled with the return to 

business travel and continued international remote working 

arrangements, employer and employee cross border 

compliance is becoming increasingly complex to manage 

successfully and tax authority scrutiny is likely to increase.

In the UK, we have seen HMRC issue a number of ‘one to 

many’ (OTM) letters shared with taxpayers across areas 

ranging from the Statutory Resident Test (SRT) through to 

Foreign Tax Credit Claims and Business Travel reporting.

HMRC are using OTM letters to communicate standard, 

common messages to multiple taxpayers with the aim of 

influencing taxpayers’ behaviour, to improve compliance with 

tax obligations.

HMRC is sending letters directly to employers, individuals 

and/or separate letters to their agent where the taxpayer

is represented.

In detail

Over the past month we have seen OTMs issued to our 

insurance clients with cross border employees as follow:

1. Foreign Tax Credit Relief (FTCR) – HMRC are asking 

individuals to check whether their FTCR claims are 

appropriate. 

An individual will make an FTCR claim on their self 

assessment tax return where they are a UK resident and have 

paid tax in a foreign location e.g. for days worked outside the 

UK and the double taxation agreement with that location gives 

taxing rights to that other location. e.g. a UK resident individual 

has spent 20% of their time working in France during the 

2020/21 UK tax year. France has taxed 20% of the individuals 

employment income and in order to avoid double taxation, a 

FTC claim will be made in the UK for the tax pertaining to days 

worked in France.

The method of calculating FTCs has been under scrutiny by 

HMRC for several years yet this latest OTM has seen a further 

increase in activity in this area.
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2. Employment Expenses – HMRC are asking taxpayers to 

check they meet the conditions to claim a tax deduction for 

employment related expenses on their self assessment 

income tax return.

Individuals can make a claim if they satisfy the following 

conditions:

• The expense would have been incurred whoever was doing 

their job

• The expense was necessary to carry out their work

• The expense was incurred 'in the performance of duties'

• The expense was incurred and paid

• The expense was 'wholly and exclusively' for their work

When individuals come to the UK for a temporary work period 

of up to 24 months a claim for certain temporary living 

expenses can be made called ‘Detached Duty Relief’ (DDR). 

As DDR often includes rent, bills and travel expenses the 

claims made on tax returns are often high and, therefore, 

individuals making DDR claims are more likely to receive a 

OTM letter from HMRC.

Global Mobility – Cross border employees and HM Revenue and 
Customs (HMRC) activity

Global Mobility – Cross 

border employees and HM 

Revenue and Customs 

(HMRC) activity
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We have also become aware that HMRC are issuing letters to 

all their customers regarding short term business visitor 

compliance. 

You may recall HMRC conducted a similar exercise 5 years 

ago focusing on compliance for business travellers coming to 

the UK. Many insurance companies at the time were not 

familiar with these compliance obligations and need to act 

quickly to ensure they had appropriate agreements with HMRC 

as well as tracking and reporting measures in place. 

Additional complexities arise for travellers from overseas 

branches of UK where Pay as You Earn (PAYE) can be due 

from Day 1.

Finally, business travellers from Bermuda will often trigger tax 

withholding and reporting from Day 1, where the duties are 

deemed to be taxable, due to the absence of a Double Tax 

Agreement (DTA) with the UK (and other countries). It is 

possible to set up an Appendix 8 payroll to comply with tax and 

reporting obligations. 

This most recent letter is a polite ‘reminder’ – asking 

employers to review their current compliance processes in 

respect of both tax exempt and taxable business travellers to 

the UK.

As mentioned above, many insurers are compliant and have 

an Appendix 4 agreement in place with HMRC to reporting 

travellers to the UK where they are exempt from UK income 

tax under a DTA with their home location. HMRC are using this 

letter to yet again draw attention to those employees where the 

Appendix 4 cannot be used – employees from non-treaty 

locations and employees from overseas branch locations.
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Global Mobility – Cross border employees and HM Revenue and 
Customs (HMRC) activity (cont’d)

Next steps for Insurers

• Whilst business traveller volumes remain low as a result of the pandemic, the expectation is this will increase in 

2022 and we recommend that companies review their governance and processes in advance of travel volumes 

increasing.

• Our recommended approach to insurers who are considering business traveller compliance for the first time is to 

assess your key risk areas using historic travel data – tax, employment law, regulatory, posted worker directive 

(PWD) and immigration considerations

• Insurers who are looking to strengthen existing processes may wish to consider a pre-travel technology solution –

this will enable insurers to identify any upfront compliance obligations and track individuals on a real time basis to 

ensure compliance for both taxable and non-taxable business travellers.

Natasha Karp
Senior Manager

M: +44 (0)7711 562 580

E: natasha.r.karp@pwc.com

Stuart Carter
Director

M: +44 (0)7843 372961

E: stuart.k.carter@pwc.com

Global Mobility – Cross 

border employees and HM 

Revenue and Customs 

(HMRC) activity



PwC | KUWT for Insurance 

Tax Administration Day – A 

summary of key issues

IFRS 17 consultation 

document

Tax function optimisation –

A journey to the future!

Intra-group reinsurance –

Key transfer pricing aspects 

for 2022 IGRs

Introduction

Global Mobility – Cross 

border employees and HM 

Revenue and Customs 

(HMRC) activity

WHT on French sourced dividends: French Supreme Court 

recognises the incompatibility with EU law of a discrimination 

encountered by EU life insurers

Contacts

Contacts
For additional information please contact:

16

Stuart Higgins
Partner, UK Tax Clients and 

Markets Leader 

M: +44 (0)7725 828833

E: stuart.higgins@pwc.com

Colin Graham 
Partner – Global Financial Services 

Tax Leader

M: +44 (0)7764 132271

E: colin.graham@pwc.com

Andrew Rosam
Partner, Insurance Tax Market Leader

M: +44 (0)7718 339569

E: andrew.c.rosam@pwc.com

Ben Flockton
Partner

M: +44 (0)7968 241792

E: benjamin.flockton@pwc.com

Jonathan Howe 
Partner 

M: +44 (0)2072 125507

E: jonathan.p.howe@pwc.com

Hazell Hallam
Partner

M: +44 (0)7711 562076

E: hazell.hallam@pwc.com

Rob Gooding
Partner

M: +44 (0)7815 643891

E: robert.gooding@pwc.com

Lindsay Hayward
Partner

M: +44 (0)7702 678458

E: lindsay.hayward@pwc.com

Susie Holmes
Partner

M: +44 (0)7841 561428

E: susie.holmes@pwc.com

Brent Hadley
Director

M:+44 (0)7730 147650

E: brent.c.hadley@pwc.com

Richard Mander
Director

M: +44 (0)7740 242198

E: richard.c.mander@pwc.com

Sharon Blain
Director

M: +44 (0)7590 352384

E: sharon.blain@pwc.com

Katharine Adlard 
Director 

M: +44 (0)7725 706688

E: katharine.s.adlard@pwc.com

Andrew Molloy
Director

M: +44 (0) 7808 105921

E: andrew.b.molloy@pwc.com

Chris Sandeman
Senior Manager, Editor

M: +44 (0)7525 281571

E: christopher.b.sandeman@pwc.com

Joel van Messel
Senior Associate, Editor

M: +44 (0)7483 365546

E: joel.van.messel@pwc.com

Mike Trigg
Director

M: +44 (0)7715 033786

E: michael.trigg@pwc.com

Contacts



PwC | KUWT for Insurance 

This publication has been prepared for general guidance on matters of interest only and does not constitute professional advice. You should not act upon the 

information contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy 

or completeness of the information contained in this publication, and, to the extent permitted by law, PricewaterhouseCoopers LLP, its members, employees and 

agents do not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the 

information contained in this publication or for any decision based on it.

© 2021 PwC. All rights reserved. ‘PwC’ refers to the PwC network and/or one or more of its member firms, each of which is a separate legal entity. Please see 

www.pwc.com/structure for further details.

RITM6957453


