Eliminating
the Buropean
Premium Tax
Headache

When you're in unfamiliar
territory it's good to have a guide
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Fiscal Reps Limited (‘FiscalReps’) is a specialist tax consultancy
providing Insurance Premium Tax (‘IPT’) compliance services to
insurance companies and captive insurers. We have developed a
unique clearing house service for IPT payments in the European
Union, which provides clients with an outsourced end-to-end
solution for the management of their EU IPT liabilities.

FiscalReps offers clients a cost-effective and easily
managed alternative to building specialist administrative
resources in-house, which, owing to the complexities of EU IPT
regimes, can require considerable investment and management
time. This enables captives and insurers to take on business
opportunities that they might otherwise have to decline due to
excessive compliance costs. It also spares them, their clients and
parent companies from the growing danger of fines, litigation and
reputational damage from tax non-compliance.

FiscalRepsistheleading company inits field and our current captive
clients include those owned by Fortune Global 500 companies. We
also act for many of the major global insurance companies.

FiscalReps is an independently owned and managed company. As
a result of our independence and focus, we are able to advise and
act for clients without fear of conflict of interest.



Insurance Premium Tax:
setting the scene

The management of IPT liabilities within the EU is a highly complex
issue for which many insurance companies have yet to find an

efficient solution.

The Underlying Issue

The challenging nature of IPT within the EU results from
the fact that each member state is free to sets its own
premium tax legislation and impose its own rates of tax,
since there is no requirement to harmonise IPT across
the Union.

As a consequence, tax rates, methods of payments
and regulations vary widely from country to country.
Furthermore, companies seeking to master the European
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and 15 different currencies.

This makes for a challenging system of taxation, which
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manage effectively.

Insurers’ Liability

IPT is levied on insurance premiums charged for risks
located within the EU and in most countries the insurer is
deemed liable for the settlement of liabilities with the local tax
authority. As a result, insurers writing such risks are required
to account for IPT, regardless of their own location.

In 2001, the European Court of Justice ruling on the
Kvaerner case set a precedent which directly affects all
insurers of EU located risks. The ECJ judged that when
an insurer fails to account for premium taxes correctly the
local resident insured can be pursued for any outstanding
taxes. They also judged that this ruling applies:

> When the insurer is a captive insurer and part of the
corporate group

> Even if the local insured does not pay its share of the
premium for the insurance coverage acquired (e.g.
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The implication is that even if the insurer is located outside
of the EU, the tax authorities can recover any IPT due by
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for non-compliance.

At a time when most EU governments are considering
potential sources of additional tax revenue, a stricter
enforcement of IPT compliance is seen as a natural area of
focus. This would be aided by the EU Mutual Assistance
Directive, which in 2004 was expanded to include IPT and
enables national authorities to share information so as to
ensure the proper collection of all taxes.

Insurers’ Exposure - Fines, Litigation
and Reputational Risk

Since many insurers are unaware of their responsibility
for IPT payment, or are ill-equipped to discharge it, they
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reputational damage that could be suffered through such
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penalties levied locally.

At a time when multinational corporations are under
increasing public pressure to uphold high standards of
corporate governance, the conduct of their insurers is of
direct concern. Both to observe regulatory demands and
to support their drive for good corporate citizenship, it is
important to multinationals that their insurers comply with
their tax obligations.

The Requirements for Insurers

The practical consequences of having to account for IPT
are many and include:

> The need to implement procedures to determine the
exact location of every risk

> Allocating premiums by class of business and location
of risk

> Determining which IPT rates apply to the premium

> Registering as a taxpayer, submitting tax returns and
paying taxes
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The FiscalReps Solution

FiscalReps has developed a unique clearing house service for
Insurance Premium Tax payments in the European Union, offering
insurance companies and captive insurers a complete solution for
the management of their IPT liabilities.
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The Process

FiscalReps has a network of offices able to act as fiscal
representatives in their territories.

FiscalReps collects the premium data and total tax due
from the client, and:

> Checks the data to ensure that IPT calculations
are correct

> Prepares the necessary tax returns
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> Manages a dedicated client bank account into which you
can deposit your taxes collected for onward settlement

> Pays the correct amount of tax from the client bank
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' FiscalReps Offices

By combining a comprehensive physical network across
the EU with technical knowledge, industry experience,
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process, FiscalReps assures clients of the class-leading
outsourced solution.
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consistency, quality and completeness of service.
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Features and Benefits

Our service has been built upon ten key features that we believe to

be crucial in providing the highest level of service to clients.

Features Benefits to you

One Stop Shop

A single point of contact for all your
reporting and compliance issues
across Europe

Permanent Establishment

We will create a permanent establishment
in each country where we act as your
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Local Experts

We have a network of premium tax
experts covering all European territories
and countries

UK Head Office

Our operations are led from the UK
— the European insurance capital

Independence

We are 100% management owned and
as such act independently with honesty
and integrity in all our business dealings

Professional Expertise

Our team has been built and structured so
as to maximise our professional abilities

Innovative Processes

Our processes have been developed to
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regulatory needs are met

Specialist Company

We are a highly entrepreneurial
organisation. Our focus is on the delivery
of excellent service to all our clients

Knowledge Bank

We are building a database of insurance
and premium tax legislation covering the
whole of Europe

Fixed Fee Structure
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annual service fees
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One FiscalReps contact for all your service related issues
Standardised data submission from client to FiscalReps
One agreement covering the entire engagement
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Completeness of service across EU

Consistency in quality of service throughout EU

Can provide a complete outsourced solution across EU
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Experienced specialists covering every EU country

Understanding of business procedures and culture in each country
Monitoring for future legislative changes

Local experts’ costs and performance monitored by FiscalReps

English is our primary language

FiscalReps has considerable UK insurance experience
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London has excellent transport links to all of Europe
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We stick to our niche speciality

No cross selling of other services

Independent appraisal of insurers’ premium tax compliance needs

Considerable London market experience
International insurance experience
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Development of in-house foreign language expertise

Flexibility to accommodate client reporting systems

Delivery deadlines agreed by FiscalReps and client

Data submissions standardised to ensure consistency

Audit trail maintained for company audits and tax inspections

Dedicated team

Simple lines of communication

Focus on building long-term business relationships

Our reputation within the industry depends on servicing your needs

Independent up-to-date source of premium tax information
Can advise on technical tax compliance issues

We use our database to check your tax calculations
Central source of FoS “General Good” provisions within EU

Simple

Costs established and controllable up front
Any additional work quoted on same basis
Fees reviewed annually




A cost-effective and easily managed
alternative to building specialist
administrative resources in-house,
sparing you considerable investment and
management time.

A central point of contact for all
IPT-related issues.

Frees insurers and captives to write
business across the entire EU, including
business opportunities that they might
otherwise have to decline due to excessive
compliance costs.

Protects insurers and captives from
the growing danger of fines, litigation
and reputational damage from tax non-
compliance.

Completeness, consistency and flexibility
of coverage across the EU.
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For more information or to discuss any premium tax
issues within the EU, please contact us.

Fiscal Reps Limited

10 Fenchurch Avenue

London, EC3M 5BN

United Kingdom

T /88 ,4-64 ;::79:;6

Mike Stalley, Chief Executive
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www.fiscalreps.com

ENSURING YOUR BUSINESS COMPLIES WITH
EUROPEAN INSURANCE PREMIUM TAX LEGISLATION
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