
What is the issue?
IPT in the UK is applied on a transactional basis to 
individual premiums charged on all policies except 
those that are specifically exempt or otherwise 
outside the scope of the tax. This requires that the 
correct IPT treatment is ascertained by front office 
staff and applied at the moment each policy premium 
is charged. Although appropriate IPT rates for generic 
products can be built in to the underwriting system, 
deciding the correct IPT treatment can be a complex 
task where bespoke, multi-risk and multi-jurisdictional 
products are written.

On a global basis IPT is extremely complex and in 
some countries multiple taxes apply to the same 
premium or to certain coverages within a program. 
Regional and provincial taxes can also be due with 
separate authorities potentially having taxing rights 
for each program. Compliance deadlines and filing 
requirements may vary from tax to tax within the 
same territory.

Outside the EEA, location of risk/taxing rules are not 
so clearly defined. The same premium may be liable 
to tax in more than one territory.

In some cases, the penalties or interest payable for 
getting it wrong could double the tax cost. It may not 
always be possible to recoup such additional costs 
without upsetting the broker or client relationship.

Example 1
You underwrite extended warranty insurance 
covering household appliances sold through a high 
street retailer. Your underwriting system is set to 
charge the Higher Rate of IPT on these insurance 
products. The retailer requests a further product to 
cover mobile phones. A year later it transpires that 
IPT on the mobile phone cover should have been 
charged at the Standard Rate.

HMRC refuse a claim for repayment of the tax  
unless the insurer reimburses every policyholder.

Our training approach for individual underwriting or back office 
teams can help reduce the risk of incorrect tax treatment and 
additional costs for you and your clients.
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Tax



Example 2
Your underwriters offer a new insurance product to 
EEA clients and assume that the IPT applies in the 
same way as for a similar product. Internal guidance 
does not require the IPT treatment of new products 
to be reviewed and verified by the tax department.  
In one EEA country one of the coverages contained 
in the product is subject to an additional 10% 
parafiscal charge.

Systems are not updated to reflect this and the 
additional tax is not collected. The error is only 
discovered during a subsequent IPT audit, resulting in 
the payment of additional tax, penalties and interest.

Our approach
Our approach can be tailored to the types of 
insurance products you offer and can assist in 
building team awareness and understanding of IPT 
compliance requirements and common issues. If 
required, we can also assist you in drafting/updating 
appropriate internal guidance.

Our credibility
Our IPT group has wide experience, gained from 
previous positions held in industry, the UK tax 
authority and professional practice. Could you use 
this experience to help train your underwriting and 
back office teams?
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