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The challenges “The insurance industry
presents a number of

The insurf:uf\ce sector faces unpref:edgnted opportynities and challenges. unique challenges to

Opportunities range from expansion into new business models, type of o .

products and services to new distribution channels/platforms. Challenges tax authorities.

include the increasing regulatory environment, operational transformation

and cost pressure as well as the low interest environment. Discussion Draft of the Report on

the Attribution of Profits to a

In addition, the OECD Base Erosion and Profit Shifting (BEPS) initiative has Permanent Establishment, OECD

fundamentally changed the international tax landscape since 2015. Many
jurisdictions are now in the process of revising their domestic tax
regulations and treaty framework that will affect treasury arrangements.

Luxembourg also started formalizing its transfer pricing (TP) regime by
transposing the latest OECD guidance and principles outlined by the OECD
TP Guidelines (including an increased focus on TP documentation).

Current challenges for insurance companies from a transfer pricing
perspective include:
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e The overlap of the discussion on organizational and economic
substance and financial capacity to bear risk;

e Impact of BEPS on the appropriateness of existing TP policies and
approaches;

e Linking actuarial and tax approaches to support intra-group
reinsurance transactions covering aspects of business rationale and
sufficient diversification of risk portfolio and support for pricing
using both direct approaches (valuation of reserves and support for
ceding commission and experience refunds) and indirect
(corroborative) approaches (e.g. return on capital);

e Transfer pricing approaches for investment management activities
(covering remuneration via split of management fees);

e Attribution of profits, assets and free capital to insurance branches;

e Remuneration for use of intangibles (esp. trademarks) and
provision of head office, back-office and management services;

e Consideration for financial guarantees; and

e Tax audit environment and documentation/defense.

Deloitte has supported a range of clients in the insurance sector on complex
transfer pricing engagements including:

e Transfer pricing planning and policy setting for a range of core
transactions in the insurance sector;

e Benchmarking and economic analysis to support the pricing of intra-
group reinsurance, investment management fees, royalty rates and
service fees;

e Transfer pricing risk reviews and BEPS assessments;

e Restructurings and transfer of activities (e.g. related to Brexit);

e Operationalization of new policies including legal structuring;

e Transfer pricing documentation; and

o Defense of transfer pricing policies towards tax authorities in tax
audits and negotiation of (bilateral or multilateral) Advance Pricing
Agreements (APA).
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We are distinct in our multi-disciplinary and collaborative model and the
value that model brings to our clients. We take time to understand the
needs and expectations of our clients and develop a pragmatic solution that
considers the strategic, operational, regulatory and tax imperatives of your
business.

By adding the necessary industry expertise and our experienced people
focusing on the insurance sector, we understand our clients’ most
challenging business issues and how to solve them.

Deloitte is a multidisciplinary service organization which is subject to certain regulatory and professional
restrictions on the types of services we can provide to our clients, particularly where an audit relationship
exists, as independence issues and other conflicts of interest may arise. Any services we commit to
deliver to you will comply fully with applicable restrictions.

This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited,
its member firms, or their related entities (collectively, the “Deloitte network”) is, by means of this
communication, rendering professional advice or services. Before making any decision or taking any
action that may affect your finances or your business, you should consult a qualified professional adviser.
No entity in the Deloitte network shall be responsible for any loss whatsoever sustained by any person
who relies on this communication.

About Deloitte Tohmatsu Limited:

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee (“DTTL"), its network of member firms, and their related entities. DTTL and each of its
member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global™)
does not provide services to clients. Please see www.deloitte.com/about for a more detailed description
of DTTL and its member firms.

Deloitte provides audit & assurance, consulting, financial advisory, risk advisory, tax and related services
to public and private clients spanning multiple industries. Deloitte serves four out of five Fortune Global
500® companies through a globally connected network of member firms in more than 150 countries
bringing world-class capabilities, insights, and high-quality service to address clients’ most complex
business challenges. To learn more about how Deloitte’s approximately 264,000 professionals make an
impact that matters, please connect with us on Facebook, LinkedIn, or Twitter.
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