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GFIA’s comments on the draft protocol to the United Nations
Framework Convention on International Tax Cooperation -
Taxation of Income from Cross-Border Services

The Global Federation of Insurance Associations (GFIA) submits preliminary observations on Article 7 of the
Co-Lead's Draft Protocol to the United Nations Framework Convention on International Tax Cooperation
(A/AC.298/CRP.33, 20 July 2026), which addresses the taxation of income from cross-border insurance and
reinsurance. Building on GFIA's previous engagement on Article 12C and commentary for the 2025 updates
to the UN Model Convention, our response identifies four critical concerns from the insurance sector's

perspective.

First, GFIA warns against gross-basis taxation of premiums as a proxy for profits. Due to the inverted
production cycle of insurance — whereby income is received before expenses are known, sometimes over
a 15-t0-30-year horizon — such an approach risks double taxation and may increase the cost of insurance

for local policyholders.

Second, regarding beneficial ownership, GFIA recommends that the commentary to Article 7 build on the
definition established at the 30" session of the UN Tax Committee, without reference to domestic law

technical meanings.

Third, GFIA cautions against the use of the location of risk as a source rule, noting that domestic definitions

vary significantly across jurisdictions and that determining risk location is particularly complex for reinsurance.

Fourth, GFIA urges the Committee to preserve existing carve-outs for annuity and life insurance contracts
with a substantial investment component, and to ensure that premiums excluded from Article 7 do not
inadvertently fall within the scope of Article 5.
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The Global Federation of Insurance Associations (GFIA) acknowledges the ongoing work undertaken by the
United Nations Framework Convention on International Tax Cooperation and has reviewed the Co-Lead’s
Draft Protocol on the Taxation of Income from Cross-Border Services (A/AC.298/CRP.33, 20 July 2026) with
interest. Article 7 of the co-lead’s draft protocol, which addresses the taxation of income from cross-border

insurance and reinsurance, is of paramount importance to the industry.

This response provides preliminary observations from the insurance sector’s perspective, building on GFIA's
previous engagement on Article 12C and associated commentary that led to the 2025 update to the UN

Model Convention regarding the taxation of cross-border insurance and reinsurance premiums.

While acknowledging the effort to establish clear nexus and taxation rules, GFIA would like to highlight
several critical points to preserve the integrity of those earlier discussions and to provide a foundation for
future contributions should these issues be revisited. GFIA’s comments on the initial proposal for an
insurance provision emphasised that gross-basis taxation of premiums does not reflect actual profits, along
with the importance of physical presence and the need for sector-specific rules, as insurance is a highly

regulated industry.

As highlighted in previous submissions, the taxation of premiums on a gross basis, without regard to the
underlying profitability or the significant regulatory capital and risk-bearing requirements of the insurer, can
create significant distortions. The core feature of insurance and reinsurance is an inverted production cycle,
meaning that income (premiums) is received before expenses arise. The insurer cannot determine whether
contracts written for a specific class of insurance are profitable until the cycle of the coverage is completed,

which in some classes of insurance takes 15 to 30 years.

Gross premiums cannot therefore serve as a valid proxy for profits. Insurers’ profits are usually taxed where
the risks lie, through indirect taxes on premiums and/or corporate income taxes on the branch operating in
the country. In this context, there may be a risk of double taxation on the same insurance risk through the
application of a withholding tax on gross insurance and reinsurance premiums. Further, a withholding tax
may raise the overall tax burden of insurance if it cannot be fully credited against the tax liability of the

(re)insurance company and increase the cost of insurance for the insureds locally.
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Article 7 of the co-lead’s draft protocol mirrors Article 12C by introducing the notion of beneficial ownership.
GFIA recommends that the commentary to the draft Article 7 of the First Protocol build on the definition
resulting from the discussions at the UN Tax Committee, to be understood in the context of the taxation of
cross-border insurance and reinsurance, without reference to any technical meaning that it may have under

the domestic law of a specific country.

Namely, the commentary to Article 12C adopted at the 30" session of the UN Tax Committee clarifies
whether an insurer may qualify as the beneficial owner of the premiums received, based on a thorough
analysis of facts and circumstances. For instance, reinsurance contracts or arrangements involving a fronting
company require such specific examination, whereby a fronting company can be recognised as the beneficial
owner of the premiums paid by the policyholders.

Following the discussions at the UN Tax Committee, the criterion of the location of risk was removed from
Article 12C, which is also the case with Article 7 of the co-lead’s draft protocol on the taxation of cross-border
services. However, the commentary to Article 12C includes an alternative provision that may be included in

bilateral treaty provisions, allowing to use the location of risk to apply the source rule.

In this context, GFIA would like to emphasise the risk entailed by the option offered to contracting parties.
Domestic law definitions for the location of risk vary from country to country and the location of some risks is
notoriously difficult to determine. Reinsurance poses a particular problem as it has to be determined whether
there needs to be a look through to the location of the risks that are insured under the primary contracts of
insurance (and in the latter how this is done in practice with excess of loss reinsurance contracts and/or
multiple layers of reinsurance).

GFIA recommends caution, should such an alternative provision based on the location of risk be duplicated.

The insurance industry operates under unique and highly regulated frameworks that are fundamentally
different from other service providers. Article 7 must be crafted with an understanding of insurance-specific
characteristics, including actuarial principles, risk pooling and long-term investment horizons.
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In this regard, Article 7 duplicates Article 12C carve-outs by excluding annuity and life insurance contracts
with a substantial investment component. GFIA urges the Committee to maintain that carve-out and to ensure
that those premiums that are excluded from the scope of the proposed Article 7 do not fall under Article 5.

GFIA thanks the Intergovernmental Negotiating Committee for the opportunity to outline key concerns for the
industry as expressed in previous submissions, to which the Committee can refer, for more details. GFIA
looks forward to engaging further in the discussions that lie ahead in preparation for the 6th session, should

any query arise.

Suzy Zozor, Chair of the Taxation Working Group (s.zozor@franceassureurs.fr)

GFIA Secretariat (secretariat@gfiainsurance.org)

The Global Federation of Insurance Associations (GFIA), established in October 2012, represents through
its 46 member associations and 3 observer associations the interests of insurers and reinsurers in 73
countries. These companies account for 89% of total insurance premiums worldwide, amounting to more

than $4 trillion. GFIA is incorporated in Switzerland and its secretariat is based in Brussels.
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