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INTRODUCTION 
 
Ireland is a thriving global hub for insurance, captives & reinsurance and Insurtech. Ireland’s 
insurance market is the fifth largest in the EU, and our Reinsurance market is the second 
largest. Our members represent around 95% of the companies operating in the Irish market, 
making Insurance Ireland a strong leadership voice for the sector.  
 
Insurance Ireland members are progressive, innovative and inclusive, providing competitive 
and sustainable products and services to customers and businesses across the Life and 
Pensions, General, Health, Reinsurance and Captive sectors in Ireland and across the globe.  
 
In Ireland, our members pay more than €13bn in claims annually and safeguard the financial 
future of customers through €112.3bn of life and pensions savings. Our members contribute 
€1.6bn annually to the Irish Exchequer and the sector employs 28,000 people in high skilled 
careers. 
 
The role of Insurance Ireland is to advocate on behalf of our members with policymakers and 
regulators in Ireland, Europe and Internationally; to promote the value that our members create 
for individuals, the economy and society; and to help customers understand insurance 
products and services so that they can make informed choices. 
 
OVERALL OBSERVATIONS 
 
Insurance Ireland welcomes the opportunity to share industry feedback relating to the 
proposed change to the international tax architecture currently being discussed at the 
OECD/G20 BEPS Inclusive Framework and we look forward to discussing our comments 
further.  
 
While we have commented briefly on the broad policy objectives of the OECD international 
tax proposals, our response focusses mainly on the practical issues for the insurance sector, 
should the OECD proposals proceed in the current form. These proposals will lead to material 
operational and strategic change for insurance firms, mainly those domiciled in Ireland which 
are part of global multi-national structures.   
 
Consultation Questions 
 

1. Do you have views on the broad policy objectives of the OECD international 
tax proposals?  

 
Insurance Ireland supports the broad policy objectives of the OECD international proposals.  It 
is in the interest of our membership to achieve an equitable, ambitious and sustainable 
agreement at the OECD on the international tax architecture, whilst maintaining the 
competitiveness of Ireland as a place to do business. 
 
In discussing the broad policy objective, it is worth revisiting the issue which the current 
proposals are intended to address (emphasis added) i.e., “BEPS refers to tax planning 
strategies that exploit gaps and mismatches in tax rules to artificially shift profits to low or 
no-tax locations where there is little or no economic activity or to erode tax bases 
through deductible payments such as interest or royalties. Although some of the schemes 
used are illegal, most are not. This undermines the fairness and integrity of tax systems 
because businesses that operate across borders can use BEPS to gain a competitive 
advantage over enterprises that operate at a domestic level.1”  

 
1 https://www.oecd.org/tax/beps/about/ 



 

 

Therefore, the proposals should not of themselves apply unfair measures to jurisdictions with 
genuine economic activity and undermine the relative fairness of tax regimes. 
 
It is also important to note that corporate income tax (CIT) rates developed and diverged due 
to local political, economic and commercial factors unique to each jurisdiction and globalisation 
has highlighted the differences between tax systems. Ireland is consistently and unfairly 
described as a “tax haven” due solely to its corporate income tax rate with no regard for the 
jurisdiction’s lack of scale, overall system of taxation including a transparent tax base and high 
rates in respect of capital gains tax, VAT and personal income taxes.  
 
Whilst it is generally recognised that smaller economies need to use tax policy to compete 
with larger economies which have an inherent competitive advantage due to their scale, the 
proposals, particularly in relation to Pillar Two, are likely to have a disproportionate impact on 
small open economies because the reforms effectively shift taxing powers to the world’s 
largest/richest economies and undermine the tax sovereignty of small open economies.  
 
The reforms look at the impact of corporate tax in isolation without regard for the overall tax 
system or the broader economic and social policy implications. For example, jurisdictions such 
as Ireland generally pursue innovation in niche or developing sectors creating innovation 
centres, education systems and high value-add jobs and related ecosystems. One of Ireland’s 
disadvantages, scale, is offset to some extent by a competitive corporate income tax rate and 
the certainty previously associated with that rate. A loss of tax sovereignty could create a ripple 
effect through such eco-systems resulting in a loss of talent, innovation and competitiveness 
 
If small economies, which comply with all international substance and transparency 
requirements and do not have preferential tax regimes, are not allowed to compete with 
respect to corporate income tax rates then consideration must be given to alternative 
competitive tax policy mechanisms (e.g., with regard to highly skilled, high earning, mobile 
employees). The adoption of a minimum corporate income tax rate should also distinguish 
between small and large economies and provide carve-outs, safe harbours, transition periods 
or other mechanisms to mitigate the real and potentially irreversible economic harm.  
 
The Pillar Two proposals must address the financial services industry (including the insurance 
industry) separately to ensure that the proposals identify and address the unique features of 
that industry when compared to labour/tangible asset intensive industries. For example, 
payroll and tangible asset-based asset carve-outs are proposed which clearly favour 
labour/tangible asset intensive industries when compared to the highly regulated insurance 
industry which is subject to intensive capital requirements and therefore the definition of 
‘substance’ for this purpose would differ across industries.   
  

2. Are there specific implications for Ireland’s corporation tax regime that would 
arise from adopting and implementing the OECD proposals that require 
particular consideration? What are the benefits and challenges for Ireland?   

 
While it is important to maintain Ireland’s reputation as a country that operates within best 
practice on developments in international tax, we recognise that Ireland’s corporate income 
tax rate is one of many attractions to locating and retaining investment in Ireland and as such, 
we understand that the loss of the “12.5%” brand and related certainty may adversely impact 
future investment in Ireland and potentially impact on competitiveness.  
 
Ireland’s closest neighbour, the United Kingdom, whilst proposing to increase its corporate 
tax rate has a substantially bigger economy and has succeeded in excluding financial 
services (a major contributor to the UK economy) from Pillar One.  
 



 

 

This is positive for Ireland’s significantly smaller cross border financial services industry, but 
it demonstrates that larger economies are pushing an agenda which benefits them whilst not 
acknowledging or addressing the adverse impact that the proposals may have on smaller 
jurisdictions.  
 
One of the challenges under Pillar Two is the need to calculate ETR on a jurisdiction-by-
jurisdiction basis, which is slightly different to the current tax computation in the Irish 
regime.  As Ireland currently taxes companies with foreign branches on a worldwide basis 
(with credit for foreign taxes), there will be a “mismatch” between the taxable income of an 
Irish company with foreign branches and the “Irish income” included for the purposes of the 
Pillar Two ETR calculation.  Although there is no particular reason why these two different 
regimes cannot co-exist, we note that it will make reconciliation between the two calculations 
more difficult.   
 
The GloBE rules under Pillar Two will apply to MNEs that meet an annual consolidated 
group revenue threshold of 750 million euros as determined under BEPS Action 13 (country 
by country reporting).  Under these rules, the definition of revenue is not clear in particular 
for insurance companies.  For companies in this sector, their income is not solely derived 
from the provision of goods and services.  This is because income is also derived from the 
investment of capital or the return on policyholder assets.  Generally speaking, this income 
does not constitute turnover so it would be good if the guidelines could be updated to 
confirm that this type of income can be disregarded for the purposes of the above threshold. 
 

3. Are there specific features in the design of the Pillar One proposals which, in 
your opinion, may have particular implications for Ireland and our tax policy?  

 
Insurance Ireland’s membership comprises regulated insurance and reinsurance 
companies. The regulatory framework applying to (re-)insurance means that companies 
cannot simply sell to customers in another jurisdiction without the regulatory permissions to 
do so.  Such permissions require local substance in the majority of cases (other than where 
reciprocal arrangements exist for example in the European Union).  We welcome the fact 
that these regulatory limitations have been recognised at the OECD level and we strongly 
support a “regulated financial services” exclusion (including insurance) from Amount A.   
 
The way in which insurance operates means that Pillar One is less relevant to financial 
services than other industries i.e.  
  

• Insurance is already subject to indirect taxes based on the location of risk 
(e.g., insurance premium taxes) 

• Insurance is a highly regulated industry and as such generally requires capital 
to be held locally to match local risks; regulators will not grant an insurance 
licence in the absence of adequate capital to meet risks (including in respect 
of worst case 1 in 200-year scenarios) 

• The cyclical and volatile nature of insurance can result in significant losses in 
any fiscal period and such losses would have to be subject to reallocation; the 
ultimate result in respect of an insurance policy may not be known for a 
significant period of time depending on the nature of the business written 

• Insurance is not a highly digitised, intellectual property intensive industry and 
does not have significant non-routine profits which Pillar One seeks to target.  

  
It is important that financial services are defined to include the insurance industry. That 
definition should ensure that groups which consist wholly or mainly of insurance operations 
are excluded in totality, i.e., insurance carriers, service companies, holding companies, 
investment vehicles and financing entities which are part of an insurance group should be 



 

 

excluded. Insurance groups are structured in this fragmented way as a consequence of 
being heavily regulated. For example,  
  

• staff are generally employed by central service companies so that they can 
provide services to more than one insurance carrier 

• insurance carriers are generally not debt financed directly due to the adverse 
regulatory implications of doing so; most insurance groups are publicly held 
and raise capital through debt instruments which are pushed down to 
insurance carriers primarily in the form of share capital and to a lesser extent 
debt finance 

• holding companies are generally used for divisional or jurisdictional holding 
purposes or in the case of Solvency II, to ringfence entities subject to 
Solvency II from other entities.    

 
4. Pillar Two proposals include agreeing to adopt an Income Inclusion Rule, an 

Under-Taxed Payments Rule and a Subject To Tax Rule. Are there any specific 
features of introducing these rules that warrant particular attention with regard 
to their implications for Ireland’s tax code and tax policy?   

 
We note that foreign headquartered groups trading in Ireland may be subject to top up tax in 
a different jurisdiction under the Income Inclusion Rule (IIR) or Under-Taxed Payment Rule 
(UTPR) in respect of Irish profits. This will add compliance complexity and add to the tax 
cost for Irish companies without raising additional tax revenue in Ireland.   
 
In addition, the UTPR in particular could also result in adverse impacts on outbound 
reinsurance to major low tax/no tax jurisdictions for insurance pooling which do not adopt the 
minimum rate and the IIR, resulting in the retention of additional risk in Ireland, reduced 
diversification and increased costs to consumers. We welcome the possibility that the 
implementation of the UTPR may be deferred as it requires careful design to ensure that it 
achieves its aim as a backstop to the IIR without creating double taxation or other 
unintended consequence. 
 
Our members have also raised a particular challenge around the taxation of investment 
funds.  For example, an ICAV which is opaque for corporate tax purposes but not subject to 
Irish corporation tax, may have its income included in the denominator of the ETR fraction 
but have no Irish tax to include in the numerator.  Absent any special rule that takes the 
specific investment fund taxation regime in Ireland into account this could lead to top up tax 
being payable in another jurisdiction in relation to income of an ICAV.  We would support a 
solution whereby the income and taxation is taken into account in the ETR calculation of the 
unitholder. 
 

5. Are there any specific issues which should be considered in respect to 
implications for the Irish tax code arising from the GILTI, SHIELD and other US 
corporate tax reform proposals, with particular reference to the significance of 
US MNEs in Ireland?  

 
There are a number of potentially negative impacts to Ireland as a global hub for the location 
of international business. If the GILTI rate is increased (possibly to 21%) and is calculated 
based on a jurisdictional rather than a global blended rate this would make Ireland less 
competitive for US MNCs.  
 
SHIELD would in effect mean that any fee paid by a US member of a MNE to an Irish 
affiliate would not be deductible for US tax purposes. Furthermore, it appears that other 
deductions of the US group member related to payments to high-tax group members could 



 

 

be denied to the extent the MNE group has profits in Ireland (or any other non-US 
jurisdiction) which are considered low-taxed regardless of whether there is a direct 
intercompany payment from the US to Ireland. This would clearly have adverse implications 
for any MNE group that has operations in both the US and Ireland. We believe this proposal 
to be overly broad and would result in double taxation as no consideration is given to the fact 
that the income earned in Ireland would be subject to Irish CIT. Therefore, there is some 
merit for Ireland to continue to reserve its position with regard to the 12.5% rate until the 
outcome of the current US tax proposals is known. 
 

6. Are there specific considerations of particular significance that should be 
taken into account in deciding how any final agreement should be 
implemented?  

 
Calculation of ETR: The primary concern of our members is to ensure that the calculation of 
ETR takes into account temporary differences that would otherwise create anomalies in the 
calculation.  In the insurance sector, the following are particularly important: 
 

a. Insurance technical provisions/reserves  
b. Mark to market adjustments on financial assets (including foreign exchange); 

noting that these may be accounted for under OCI on an IFRS basis but in 
the income statement under Irish GAAP 

c. Deferred acquisition costs (which may be spread over more than 7 years, 
particularly for life insurers) 

d. Tax losses carried forward (as insurance companies profits can be volatile) 
e. Capital allowances on tangible property 

 
We support ongoing efforts to define the temporary differences unique to the insurance 
sector that should be taken into account for the purposes of the ETR calculation in order to 
reduce volatility and anomalies in the calculation of ETR.  
  
Ultimate Parent Entity (UPE) cap - If the rules as proposed are adopted, it is important that 
the UPE cap is enacted. This cap limits the total top-up tax that can be allocated in respect 
of the low tax income of the UPE jurisdiction and is based on the gross amount of deductible 
intra-group payments. Therefore, the cap is designed to mitigate the impact of the UTPR on 
the UPE jurisdiction by limiting the application of the UTPR in these cases to the foreign 
intragroup income of the Constituent Entities located in the UPE jurisdiction.  
 
Insurance industry unique features - Implementation must take account of the unique nature 
of the insurance industry, the timing/deferral of income and receipts as well as the volatile 
and cyclical nature of insurance business. It is often the case with international reform that 
financial services and especially insurance is not understood and therefore not addressed 
appropriately or at all. For example, the rules currently provide for carve-outs (in respect of 
tangible assets and payroll) which are more favourable to manufacturing and similar 
industries than to the insurance industry which is capital intensive.  
  
Timing - It is unrealistic to propose the implementation of a package of very complex rules 
from 2023 when the detail of those rules will not be available until Q4 2021 at the earliest. To 
the extent that the package will have an adverse impact on jurisdictions such as Ireland 
there needs to be a longer lead in time or a transition period which allows for the 
identification and introduction of compensating measures particularly following so closely the 
economic hardships caused by COVID-19. Indeed, the operational changes (including 
systems and technology) to both business practices and tax authorities, will realistically take 
some time to deploy compliantly. It is difficult to see how the proposed timeline (within which 
some jurisdictions may have to introduce corporate tax for the first time) could allow 



 

 

sufficient time for the necessary systems and guidance to be developed and deployed to 
facilitate the ambitious timeline set by the OECD.  
 
Review period – any package of measures introduced must include a commitment by the 
OECD to review the impact of those measures as soon as possible after implementation, for 
example, within 3 years from implementation. 
 
 

7. Are there any further considerations that should be taken into account, 
including in respect to Ireland’s wider industrial policy arising from the OECD 
proposals?  

 
We support Ireland’s competitiveness and attractiveness to the insurance sector.  In order to 
maintain this, we suggest that cross party-political support is necessary for any changes to 
the Irish corporate tax regime.  
 
Ends 
 


