
1. M&A Transactions
During mergers and acquisitions, buyers and sellers  
may disagree about whether a tax risk exists or about  
the potential financial exposure associated with that 
risk. In other situations, both parties may agree that a 
risk exists but disagree on the amount that should be 
reserved or escrowed.

Rather than tying up significant capital in an escrow 
account for several years, parties can often obtain a  
tax insurance policy covering the identified risk.  
For example, a $100 million tax exposure may be 
insured through a policy costing approximately 3%–4% 
of the coverage limit. Tax insurance can facilitate deal 
completion, reduce indemnity negotiations, and provide 
sellers with a cleaner exit.

2. Corporate Balance Sheet Risk 
Mitigation
Tax insurance can also be used outside the context of 
a transaction. Companies may have taken positions 
on tax returns that they and their advisors believe are 
supportable, but which could result in significant liability  
if challenged successfully by a taxing authority.

By transferring the identified tax risk to the insurance 
market, tax insurance can help reduce balance sheet 
uncertainty, protect earnings, and provide greater 
certainty regarding potential tax exposures.

Tax insurance helps to protect against known, identifiable tax risks, and uncertainties. 
It is commonly used in three primary areas:

3. Tax Credits
Tax insurance is frequently used to help protect tax 
credits across a variety of industries, including research 
and development (R&D) credits, historic rehabilitation 
credits, and other specialized tax incentives.

One of the most active areas is renewable energy tax 
credits, where insurance often supports transactions and 
investments involving Investment Tax Credits (ITCs) and 
Production Tax Credits (PTCs). 

Common technologies include solar, wind, battery 
storage, geothermal, and other qualifying energy 
projects. Tax insurance can help investors, developers, 
tax credit sellers/buyers, and lenders gain confidence in 
the availability and validity of these credits, facilitating 
project financing and transaction execution.
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Tax insurance serves as a risk-transfer 
tool that enables transactions, mitigates 
balance sheet exposure, and supports 
investments by providing protection 
against identified tax uncertainties.
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About Brown & Brown, Inc.
Brown & Brown, Inc. (NYSE: BRO) is a leading insurance brokerage firm delivering comprehensive and customized 
insurance solutions and specialization since 1939. With a global presence spanning 700+ locations and a team of 
approximately 23,000 professionals, we are dedicated to delivering scalable, innovative strategies for our customers 
at every step of their growth journey. 

Learn more at BBrown.com.
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Find Your Solution at BBrown.com

Brown & Brown, Inc. and all its affiliates, do not provide legal, regulatory or tax guidance, or advice. 
If legal advice counsel or representation is needed, the services of a legal professional should be 
sought. The information in this document is intended to provide a general overview of the topics 
and services contained herein. Brown & Brown, Inc. and all its affiliates, make no representation 

or warranty as to the accuracy or completeness of the document and undertakes no obligation to 
update or revise the document based upon new information or future changes.

Growth has no finish line. Our team is with you along your growth journey to help 
find solutions that meet your ever-evolving insurance needs. Whether you are a 

highly complex multinational enterprise, an individual or anything in between, our 
experienced teams can help to find solutions at every stage.
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