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The UK is moving toward a dedicated regulatory
regime for captive insurers, aiming to expand
risk-management options for businesses. Artex EMEA’s
Paul Eaton, CEO and Martin Le Pelley, Head of Risk and
Compliance, explain how the framework promises
greater flexibility, particularly on harder-to-place risks.

When HM Treasury (HMT) announced in July last year
that, following consultation, the government would
proceed with the introduction of a UK regulatory
framework for captives!, the decision was welcomed
by the Prudential Regulation Authority (PRA) and the
Financial Conduct Authority (FCA).

In a joint statement?, the regulatory bodies announced
a further consultation in summer 2026, with a view

to ‘developing a proportionate authorisation and
regulatory regime for captives, reflecting the lower risk
they pose.

HMT’s consultation referenced the need to
‘enhance the international competitiveness of the
UK insurance sector, support economic growth
and provide businesses with a greater range of
risk-management options.

Particularly welcome, said the PRA and FCA,

was HMT’'s commitment to legislation enabling captives
to be established within protected cell companies
(PCCs), providing a simpler route to ownership and
widening access for medium-sized companies to

captive insurance.

The PRA is leading the development of a UK captive
regulatory regime and has established a Subject
Expert Group (SEG) to advise on creating a pragmatic
and competitive framework.


https://www.gov.uk/government/consultations/captive-insurance#full-publication-update-history
https://www.bankofengland.co.uk/prudential-regulation/publication/2025/july/captive-insurance-statement
https://www.bankofengland.co.uk/prudential-regulation/publication/2025/july/captive-insurance-statement

B CURRENT CAPTIVE OPTIONS

While the UK is home to leading global (re)insurance
markets in London and Lloyd’s, some UK businesses
may still experience challenges in finding coverage

at a level and price that suits their needs. Access to a
captive insurance subsidiary could help them to retain,
manage and finance these harder-to-insure risks.

However, without specific regulations allowing for

the licensing and setup of captive insurers in the

UK, companies have historically looked to other
jurisdictions that have enacted captive insurance and
cell company legislation.
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H TYPICAL CAPTIVE BENEFITS

By retaining risks in a captive, companies can not only
price them more effectively and better control their
insurance costs but also achieve more stability of costs

across insurance cycles.

Captives offer the ability to cover risks that are either
too expensive, difficult to place or are uninsurable in
the commercial market. They also enable the creation
of tailored policy wordings and flexible coverage
options that can be adjusted as per the parent
company’s risk profile.

This enables companies to align their insurance-buying
strategy with their overall business objectives and risk
appetite. Additionally, captives drive more efficient use
of capital compared to traditional risk transfer options,
offering potential benefits for balance sheet protection
and earnings predictability.

Captives also help to raise the profile of the risk
management function, driving a stronger risk
management culture, with greater alignment between
operational behaviour and insurance outcomes.



WHAT'S NEXT FOR THE UK CAPTIVE INSURANCE REGIME? | 4

I ADVANTAGES FOR CAPTIVE OWNERS

But given that companies can already access captive
solutions in other jurisdictions, why is there a need fora
UK captive framework?

Whilst the captive concept is mature, there is no doubt
that some UK-based organisations have historically not
been interested, for a variety of reasons, in establishing
a captive entity in one of the many popular offshore
captive locations. A UK regime reinforces the legitimacy
of a captive entity as a bona fide and versatile risk
management tool and makes captives mainstream.
This will help encourage growth and open the captive
market to more customers.

One of the most obvious benefits is having a captive
subsidiary domiciled in the same jurisdiction as

the parent company, with proximity to the owner’s
domestic (re)insurance market.

This reduces additional expenses and travel time when
attending captive board meetings. It also reduces the
complexity of tax and accounting arrangements, while
removing any perceived uncertainty or complications
around offshore tax regimes.

Furthermore, domiciling in the UK makes it easier for the
captive to share some parent company functions, such
as finance and to access UK-based service providers
and (re)insurance capacity.

Locating a captive in the owner’s home jurisdiction also
means a single regulatory environment for captive and
parent, and could involve a more cost-efficient group
audit process.

One considerable benefit for a UK captive insurance
regime is freedom from the European Union’s Solvency
Il framework. The UK is well-placed to implement a
more proportionate post-Brexit solvency regime for
captives, although the EU is currently reconsidering the
treatment of captives under Solvency Il.



EXPANDING THE
(RE)INSURANCE OFFERING

For service providers, a UK captive market could
increase demand for services, as clients increasingly
consider using a captive to underwrite a part of their
insurance programme and also consider transferring
uninsured balance sheet exposures into a captive.

Brokers could position themselves to provide a broader
range of services to existing (re)insurance clients,
including analytics, while carriers will be needed to
provide fronting and reinsurance to captives.

While captive managers typically offer turnkey

solutions to clients, they could evolve their offerings for
a UK regime, providing a range of services that can be
bundled for clients according to their particular needs.

For insurance managers and brokers, one advantage
is that captive relationships tend to be ‘stickier and
longer-term than traditional risk transfer arrangements.
For carriers, there is a similar attraction of longer-term
relationships with captive programmes, as well as
greater risk management alignment and the likelihood
of lower loss frequency, more stable pricing and lower
expense ratios.

Furthermore, a UK captive insurance regime will help
to raise awareness of captives and cell companies
among businesses unfamiliar with the concept, while
giving greater legitimacy to the notion of captives as
simply another element of the mainstream
(re)insurance market offering.
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B LOOKING AHEAD

As the UK moves closer to implementing a dedicated
captive regime, the real opportunity lies not just in
understanding the policy details, but in assessing
what this shift could mean for your organisation’s

risk strategy. Businesses that engage early, whether
by exploring feasibility, contributing to the PRA’s
consultation process or assessing how a UK-domiciled
captive could complement existing structures, will be
best positioned to take advantage of a more flexible,
competitive and locally aligned framework.

The direction of travel is clear: captives are becoming
a mainstream, strategically credible tool within the
UK. The question now is whether organisations are
prepared to seize the moment and shape a captive
solution that strengthens resilience, enhances control
and unlocks long-term value.

In its meetings with the SEG?, the PRA has indicated
that its initial focus will be on pure captives and

PCCs. However, the UK’'s PCC legislation is currently
limited in scope, allowing only certain types of fully
collateralised insurance-linked security transactions.
Therefore, expanding PCC legislation will be a priority if
cell companies are to become a key part of ensuring a
flexible, accessible and competitive UK captive market.



B WHAT CAN YOU EXPECT TO SEE NEXT?

The PRA is planning to release a consultation paper in
June this year on drafting a UK regulatory framework
for captives. As part of this process, it is encouraging
businesses to engage with them to gauge demand
for captive solutions and ensure the framework is
proportionate and fit for purpose.

We believe this is a great opportunity as the more
stakeholders engage with the process, the greater the
potential alignment between a UK captive regime and
the needs of the (re)insurance industry and its clients.

The insurance management community, including
Artex, will be keen to support the new regime when

it launches and you should expect to find available
professional service providers with expert knowledge
of captives who are able to guide and support you
through a new captive application.
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For organisations that already have a captive and

are interested in moving this to the UK, now is a good
time to start discussions with service providers and

the PRA. Alternatively, if a captive is on your agenda
for consideration, now is a good time to conduct

some feasibility analysis to start the process, including
consideration of domicile, including the UK. Artex is well
positioned to help you with either of these scenarios.
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At Artex, we believe there is more to alternative risk management. As a trusted leader

and provider of diverse (re)insurance and ILS solutions, our global team operates at the

intersection of art and science — where creative thinking meets expertise and superior

outcomes are made. That's how we're able to fully understand our clients’ needs and

deliver the most comprehensive solutions available.

Established in more than 35 domiciles internationally, we're here to help you make

empowered decisions with confidence, reduce your total cost of risk and improve

your return on capital. At Artex, we believe in finding you a better way.

Artex

artexinfo@artexrisk.com
+1 630 694 5050
artexrisk.com

Artex provides risk transfer consultation and alternative risk management solutions for our clients. When
providing analysis, recommendations or advice regarding risk implications and risk transfer strategy, we offer it
as general recommendations for risk mitigation and to limit financial exposures. Any statement or information
provided is for informational purposes and is neither intended to be, nor should it be interpreted as,

insurance broker, tax, financial, legal or client-specific risk management or mitigation advice. We recommend
consultation with tax, legal and financial advisors for business-specific advice for your company.

Artex Risk Solutions, Inc. Entity License No. 100307031

© 2026 Artex Risk Solutions. All rights reserved. No part of this document may be modified, reproduced or
transmitted in any form or by any means, electronic or mechanical, including photocopying, recording or
otherwise, without the prior written permission of Artex. Nothing shall be deemed to be an assignment or grant
of a license directly or by implication of any copyright and any confidential information disclosed remains the
property of Artex. | ATXUK108045


mailto:artexinfo%40artexrisk.com?subject=
http://artexrisk.com



