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T
he United Kingdom is expected 

to leave the European Union, 

and with it the Single Market 

imminently, despite the ensuing 

political minefi eld (this piece is 

being written just after Mrs May’s govern-

ment has survived a vote of no confi dence 

in The Commons). Whereas uncertainty 

persists over what happens next, if one 

had to take the 2016 referendum result at 

face value, the United Kingdom shall be 

leaving the European Union on March 29 

this year and with it all its possessions – 

and that includes Gibraltar.

With this in mind, insurers who have 

a European book of business and who 

intended to continue trading in Europe 

have had to set up shop in Europe. But 

what about brokers? Should they too set 

up a new fi rm in the EU?

The PCC alternative
An interesting alternative to setting up 

a new broking outfi t in the EU is that of 

setting up a Protected Cell Company 

(PCC). This hub-and-spoke arrangement 

brings about distinct advantages such as  

the cost of establishing and maintaining 

the structure, the speed of establishment 

(usually three to six months), and the 

fact that the cells spawned off from the 

core are all ringfenced from each other, 

meaning that the cells are protected from 

each other’s liabilities. 

The main caveat to this arrangement 

remains the economies of scale, and to 

achieve this there has to be suffi cient 

European business to ensure that the 

investment becomes a viable one. There is 

no restriction over what constitutes a typ-

ical cell owner in that independent bro-

kers can own a cell, while the model works 

particularly well for networked brokers. 

While on the subject of economies of 

scale, another way to look at this, should 

the level of European business not be 

suffi ciently large to start with, is that this 

arrangement should encourage  increased 

focus on European growth seeing that 

a vehicle to grow business from Europe 

would be in place – and that vehicle would 

be fully “passportable”  around the EU. 

Taking the broker network model as an 

example, the structure would be relatively 

straightforward: the broker network sets 

up the PCC, and each broking fi rm within 

the network becomes a cell with its busi-

ness transferred into that cell. Being a 

PCC, the arrangement can be handed 

over to an insurance manager in order to 

free the business from the responsibilities 

of managing the fi rm, and let it focus on 

growth. Revenue to the core normally 

takes the form of fees levied to the cells to 

have access to the core, and for ancillary 

services the core may provide to the cells.

It is theoretically possible for two or 

more fi rms to join up to own and operate 

a cell, however it could become a compli-

cated arrangement if, for example, the 

two fi rms are dissimilar in the revenue 

they bring to the table and the amount of 

effort needed to achieve their projected 

revenue, particularly if the partnering 

fi rms start growing in different directions. 

In terms of governance, there would  

normally be two classes of shares, with 

voting rights resting with the core, and 

non-voting equity resting with the cells. It 

is to be expected that the core – being the 

guarantor of capital necessary to make 

the entire arrangement work – would sit 

on the boards of the various participat-

ing cells, but conscious core owners do 

recognise the need for the cells to have 

a certain degree of autonomy.  Cells 

should be  kept self-suffi cient  from a 

capital perspective, but there is nothing 

stopping the core from allowing relief to 

cells in the form of capital if necessary. 

Malta – attractive, competitive and 
proactive
Malta has been at the forefront of the 

PCC model in Europe with legislation 

in place for years. Minimum capital 

arrangements are below €60,000. Malta 

is also considered to be an attractive 

jurisdiction from which to do business 

given the fi scal structures in place, the 

competitive costs of doing business and 

a proactive regulator.

It is worth reminding readers that 

the PCC is one legal entity. This lends 

itself nicely for services like auditing and 

accounting are incurred once, and the 

burden is shared, making it a cost-effi -

cient model. On the other hand, for those 

fi rms who for whatever reason need to 

exit the cellular arrangement, this  should 

not be overly problematic as in Malta a 

portfolio transfer to a non-cellular com-

pany is possible. 
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Jonathan Abela

“Being a PCC, the 
arrangement can be 
handed over to an 
insurance manager 
in order to free the 
business from the 
responsibilities of 

managing the fi rm, 
and let it focus on 

growth”
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