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Proposed Intercompany Insurance Regulations Withdrawn
February 20, 2008

Alert Number: 08-02

IRS Announces That the Proposed Intercompany Insurance Regulations
Have Been Withdrawn

The IRS has announced that it has withdrawn its recently issued (September 28, 2007) proposed regulations
under Reg. §1.1502-13(e) (REG-107592-00) that amended guidance regarding the treatment of transactions
involving obligations between members of a consolidated group and the treatment of transactions involving
the provision of insurance between members of a consolidated group. The proposed regulations would have
affected corporations filing consolidated returns which included a consolidated captive insurance subsidiary
(see Captive Insurance Update 07-04).

In conjunction with the withdrawal of the proposed regulations, public hearings on the matter which were
scheduled for Friday, February 29, 2008 have also been cancelled.

PwC Observes: These proposed regulations resulted in significant taxpayer resistance as the proposed
regulations would have the effect of eliminating the tax benefits associated with certain related party
insurance transactions which have been provided for by the courts in a number of captive insurance cases in
arguing against the Service's “economic family” theory.

For additional information please call Richard E. Irvine at (441) 299-7136 or contact your local insurance tax
professional.
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