
YOUR GUIDE TO
Financial Services in Malta

Captives



A captive is an ‘in-house’ insurance or reinsurance 
company, formed primarily to insure its owner and affiliated 
companies. It is a strategic enabler that gives companies 
control over their program design, allows them to fill 
coverage gaps and gives them access to the risk transfer 
market, allowing them to access alternative capacity whilst 
retaining control of their data.

What is a Captive?



RE
TA

IN
ED

 R
IS

K 
FI

NA
NC

E
CO

ST
 O

F 
RI

SK
 T

RA
NS

FE
R 

IM
PR

O
VE

M
EN

T
AC

CE
SS

 T
O 

AL
TE

RN
AT

IV
E

CA
PA

CI
TY

3R
D 

PA
RT

Y 
UT

IL
IZ

AT
IO

NS

•	
Go

ve
rn

an
ce

 a
ro

un
d 

re
ta

in
ed

 ri
sk

s;
•	

En
ha

nc
in

g 
ris

k 
m

an
ag

em
en

t e
ff

or
ts

;
•	

Be
tt

er
 u

se
 o

f c
ap

ita
l 

to
 re

ta
in

 ri
sk

 th
an

 
tr

an
sf

er
;

•	
Ha

rm
on

iz
at

io
n 

of
 

ris
ks

 a
cr

os
s 

gl
ob

al
 

po
rt

fo
lio

s.

CA
PI

TA
L 

EF
FI

CI
EN

CY
:

•	
Br

in
gi

ng
 to

ge
th

er
 c

or
re

la
te

d 
an

d 
no

n-
co

rr
el

at
ed

 ri
sk

s 
to

 b
en

efi
t f

ro
m

 s
ev

er
ity

 ri
sk

 d
iv

er
si

fic
at

io
n 

ef
fe

ct
;

•	
Ha

rm
on

iz
in

g 
an

d 
ag

gr
eg

at
in

g 
gl

ob
al

 a
nd

 in
di

vi
du

al
 ri

sk
 p

ro
gr

am
s 

to
 m

ax
im

iz
e 

ris
k 

tr
an

sf
er

 le
ve

ra
ge

 a
nd

 d
iv

er
si

fy
 m

ar
ke

t 
co

nc
en

tr
at

io
n 

ris
k 

po
rt

fo
lio

s.

•	
Re

du
ci

ng
 c

os
t o

f r
is

k 
tr

an
sf

er
;

•	
Re

in
su

ra
nc

e 
m

ar
ke

t 
co

st
 o

f r
is

k 
tr

an
sf

er
 

is
 le

ss
 th

an
 re

ta
il 

eq
ui

va
le

nt
;

•	
M

an
ag

in
g 

TC
O

R;
•	

Re
ca

pt
ur

in
g 

Ce
di

ng
 

Co
m

m
is

si
on

.

•	
Tr

an
sf

er
rin

g 
ris

k 
to

 
al

te
rn

at
iv

e 
fo

rm
s 

of
 

ca
pa

ci
ty

, w
hi

ch
 m

ay
 n

ot
 

be
 o

th
er

w
is

e 
ac

ce
ss

ib
le

 
in

 c
om

m
er

ci
al

 re
ta

il 
m

ar
ke

t.

•	
Ac

ce
ss

in
g 

pr
ofi

ta
bi

lit
y 

im
be

dd
ed

 in
 in

su
ra

nc
es

 
so

ld
 to

 a
ffi

lia
te

s 
/ 

co
ns

um
er

s 
/ 

pa
rt

ne
rs

;
•	

Cr
ea

tin
g 

‘s
tic

kn
es

s’
 fo

r 
co

re
 p

ro
du

ct
 o

ff
er

in
gs

;
•	

Fu
rt

he
r p

en
et

ra
tio

n 
in

to
 c

on
su

m
er

 /
 

pa
rt

ne
r /

 a
ffi

lia
te

 
w

al
le

ts
.

•	
De

du
ct

ib
le

 b
uy

-d
ow

n;
•	

Pa
rt

ic
ip

at
io

n 
in

 e
xc

es
s 

pr
og

ra
m

s;
•	

Fr
on

te
d 

gl
ob

al
 

pr
og

ra
m

s;
•	

M
ul

tin
at

io
na

l b
en

efi
t 

po
ol

in
g.

•	
Re

in
su

ra
nc

e 
pa

ss
 

th
ro

ug
h;

•	
Ex

ce
ss

 R
e 

pl
ac

em
en

ts
;

•	
In

te
gr

at
ed

 ri
sk

 
pr

og
ra

m
s;

•	
M

ul
tin

at
io

na
l b

en
efi

t 
po

ol
in

g.

•	
Cr

ed
it 

ris
k 

tr
an

sf
er

;
•	

AR
T 

so
lu

tio
ns

;
•	

Ca
t b

on
ds

;
•	

In
te

gr
at

ed
 a

gg
re

ga
te

s;
•	

Pa
ra

m
et

ric
 tr

ig
ge

rs
;

•	
Te

rr
or

is
m

 p
oo

ls
.

•	
Co

ns
um

er
 fa

ci
ng

 
in

su
ra

nc
e 

pr
og

ra
m

s;
•	

Fo
rc

ed
 p

la
ce

d 
in

su
ra

nc
es

;
•	

Af
fil

ia
te

 b
us

in
es

s;
•	

Ag
en

cy
 c

ap
tiv

es
.

BUSINESS PURPOSE EXAMPLES
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How Captives Work
Support the execution of the 
organisation’s risk strategy

•  Solvency Requirements

•  Transfer Pricing
   (OECD / BEPS)

•  Appropriate Coverage
•  Premium Allocation

•  Reinsurance Optimisation
•  Premium Negotiations
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CAPTIVE

FRONTER
(AS APPLICABLE)

REINSURERS

PARENT COMPANY

CAPTIVE MANAGERTAX AUTHORITY

REGULATORY 
AUTHORITY

Insurance
provision

Surplus transferred or 
loaned back

Premiums

Funding if needed

Supervision

Reinsurance 
provison

Premiums

Supervision



Primary advantages of Malta to Captive owners are the following:
	 EU Single Passport thus avoiding fronting costs

	 EU Member State positioned as an efficient and competitive 
European onshore base

	 Approachable and responsive Regulator 

	 PCC Legislation that allows the captive to be set up as a Cell 

	 Over 75 Double Tax treaties creating an efficient fiscal system

	 The ability to fully outsource the captive management to 
regulated captive managers thus ensuring the necessary 
expertise to manage the captive.

	 Strong banking, legal and financial services sector

	 English as a business language

Why Malta as your 
Captive Domicile
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Legal Framework

Outsourcing

Taxation

As a member of the European Union, captives have the ability to write directly 
cross border into all other EU countries, under the freedom of services regime, 
thereby removing the need for a fronting partner. Captives are governed by the 
Insurance Business Act Cap 403 plus various subsidiary legislation and rules, 
including Protected Cell Company (PCC) legislation specific to (re)insurance 
undertakings.

Captives can therefore be set up either as a separate legal entity or as a 
Cell within a PCC, thereby reducing further the running costs of the captive. 
Immaterial of the captive structure, in line with the Insurance Business Act, 
a Maltese captive can write both non-life business on a direct basis and life 
business on a reinsurance inwards basis, using the same vehicle. This creates 
significant efficiencies for Groups that wish to place both Group P&C risks and 
their Employee Benefits risks into their captive.

Whilst captives fall squarely under the Solvency II Regime from a capital point 
of view, operationally, proportionality is fully applied and the Supervisory 
Authority allows the full outsourcing of all functions to a licenced captive 
manager. All major captive managers are present on the Island, thereby 
ensuring the high level of expertise needed to manage a captive and its 
insurance programs.

Malta has over 75 Double tax treaties in place with countries across the globe, 
broadly based on the OECD Model Tax Convention. A Corporate Tax rate of 
35 applies with imputation tax system allowing up to 6/7th tax credit on 
distribution of dividends delivering a possible 5% effective rate in the hands 
of the shareholders. If a holding company is also incorporated in Malta, the 
concept of a fiscal unity can also be applied, whereby the captive pays the 
effective 5% taxation, without the need for a dividend distribution.
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Application Process

Regulatory Reporting

The Supervisory Authority, the Malta Financial Services Authority, is considered 
to be an ‘approachable’ Regulator, with Captives sitting squarely within its risk 
appetite. Accordingly the Licence application is streamlined, with applicants 
required to submit a comprehensive “Scheme of Operations” covering the 
scope and background of the business plan, financial and capital projections 
and resources, business, underwriting, investment & risk management 
strategies, such as loans to parent and details of reinsurance and retrocession 
structures, particulars of outsourcing and internal controls.  

The Supervisory Authority will allow this application to be fully handled by the 
outsourced captive manager, however they would expect the Captive Owner 
to be actively involved in the process and a pre application meeting with the 
Regulator is normally encouraged.

The law prescribes a maximum 3 month legal timeline for the granting of the 
licence from receipt of a complete application.

The Supervisory Authority requires the submission of quarterly management 
accounts plus the solvency calculation in the prescribed format, however 
exemptions from submission of quarterly returns normally applies to captives. 
The annual audited accounts and solvency calculation, in addition to the 
annual Solvency and Financial Condition Report and Annual Quantitative 
Returns also require submission.

In terms of accounting standards, whilst Captives have the flexibility to apply 
IFRSs, Malta recently introduced a new simplified Accounting Standard for 
Captives and certain other insurance entities - General Accounting Principles in 
respect of certain Eligible Entities, Regulations, 2023 (Legal Notice 299 of 2023) 
(“GAPEE”). This has simplified the reporting requirements for captives, whilst 
still ensuring a robust reporting framework.
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GET IN TOUCH

FinanceMalta, AM Business Centre 
Triq Il-Labour, Zejtun ZTN2401, Malta

Follow us on:

email info@financemalta.org 
telephone +356 2122 4525

financemalta.org

The content in this brochure is for informational purposes only. The information contained therein should 
not be construed as providing legal, tax, investment, financial, or other advice. Nothing contained in this 
brochure constitutes a solicitation, recommendation, endorsement, or offer by FinanceMalta. 


