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WHAT IS A
CAPTIVE?

Captives form an essential part of the risk-
management strategy of many businesses.
Captives come in many shapes and sizes,
from small single parent captives that write
the risks solely of a parent, through to large
captives writing multi-line business for both
owners and third parties.

It is a common misconception that to justify
a captive, you need to be a huge global
player. Even if your annual commercial
insurance premium is only S1million, you
should consider whether a captive might
benefit your organisation.

THE CAPTIVE INDUSTRY
IN BERMUDA

The captive industry was born, raised and
perfected in Bermuda — and we continue to

build on that success as the industry grows and
evolves. Having formed the first modern captive
in 1962, Bermuda remains the world's leading
captive jurisdiction with gross written premiums of
approximately $30 billion.

The US is the largest source of captive business

for Bermuda, followed by Canada. Bermuda is
home to captives with parents operating in a broad
range of both lines of business and industry. We

are seeing continued expansion in both traditional
and innovative exposures with varying products,
structures, and risk management techniques, aimed
at lowering or controlling costs.
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1. SHARE IN THE UNDERWRITING PROFITS

A portion of every dollar a company spends in the
commercial insurance market is profit for the insurer. A
captive retains this profit within the group. Organisations
with an effective risk-management framework tend to have
below-average loss experience, enabling the group to retain
the underwriting profit without it being depleted by the
losses of others.

2. SELF-INSURE HIGH-COST RISKS

A captive is a risk-transfer vehicle dedicated to your
organisation. As a result, it can cater for risks for which
external insurance available in the commercial market
would be cost-prohibitive.

3. ACCESS REINSURANCE MARKETS

Being a licensed insurer, your captive will benefit from
access to reinsurance markets, providing additional and
potentially lower cost capacity. The captive can also save
other frictional costs and reduce premium taxes.
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A captive is an excellent way
to increase and centralise the
awareness and effectiveness
of your organisation’s risk-
management activities.

Captive Insurance:

K]

4. FOCUSED RISK-MANAGEMENT FRAMEWORK

A captive is an excellent way to increase and centralise the
awareness and effectiveness of your organisation’s risk-
management activities. Should you suffer a loss, you can
remain in control throughout the claim process, a benefit
that can significantly reduce the ultimate cost of claims.

5. SMOOTH MARKET CYCLES

The commercial insurance market moves from being “soft”
(low premium rates) to “hard” (high premium rates) when
there are changes in the supply and demand of insurance
capacity. Owning a captive is a long-term strategy that can
smooth the cycle into a predictable spend by avoiding your
exposure to potentially material increases in premium.

Other benefits include, but are not limited to:

* Enhanced control over owner’s risks

* Income generated from reserves

e Funding of risks that would otherwise be uninsurable
e Potentially improved long-term cash flow

e Capital efficiency
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WHY =
BERMUDA?

Bermuda has long been an exceptional destination in
which to live, work and play. The island’s safe, secure
and sophisticated lifestyle is perfect for families, while
global businesses and investors value Bermuda for its
political stability, its robust and transparent regulatory
environment and its efficient capital regime.

Underpinned by a 400-year-old English common law legal system,
Bermuda’s pro-business culture, sophisticated infrastructure

and convenient geographical location (being only a 90-minute
direct flight from New York and six hours from London) has seen
the island develop into a blue-chip jurisdiction in the world of
international commerce and investment for the last 70 years.

The nimble, strategic and open-minded approach of the island’s
government and regulators allows the island to adapt quickly to
the needs of business, maintaining Bermuda’s relevance in an era
of fast-paced political, socio-economic and technological change.
The strength of Bermuda’s response to COVID-19 has meant

the jurisdiction remained open for business throughout and is
welcoming international visitors.

Bermuda is the best base for you and your business:

1. Bermuda is safe, secure and stable

2. Bermuda is a blue-chip jurisdiction

3. Bermuda is open, accessible and business-friendly

4. Bermuda is globally connected

5. People love Bermuda’s sophisticated island lifestyle, including
its quality education and top-tier healthcare services
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How we Live, Work and Play.
See what makes Bermuda such an
exceptional place to do business.

Find out more at www.bda.bm.
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http://www.bda.bm
https://youtu.be/hBjTEQhMV7Y?si=RUFb1KLWNwEoAUJr

HOW TO SET UP
A CAPTIVE

The following represents the procedure involved in the
incorporation and registration process for commercial
and captive insurance companies:

Select Professional Service Providers and Conduct Feasibility Study
(lawyers, auditors, insurance managers, bankers, actuaries)
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Reserve Preferred Name of Company with Registrar of Companies
Submit preferred name, with two alternate names
Will be reserved for three months

\ 4

Apply to Bermuda Monetary
Authority (BMA) to Incorporate Submit application to register
Company Memorandum of Association to
Complete Pre-incorporation Registrar of Companies
Documents (details of ownership, Registrar will proceed only after
company administration, business receiving consent from Bermuda
plan, 5-year pro-forma financial Monetary Authority
projections)
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Incorporation Applications Approved
Incorporate and Capitalise Company and Convene Organisational Meeting
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Submit Licensing Application to BMA for Review by Assessment and Licensing
Committee;successful applications approved for licensing

\ 4

Certificate of Incorporation and application for registration submitted to the
BMA'’s Licensing & Authorisations Department

\ 4

BMA Issues Insurance Licence

\ 4

Company Begins Operating
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FOR MORE INFORMATION, PLEASE CONTACT:

Bermuda Business Development Agency (BDA)

info@bda.bm | 1-877-697-6228
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BUSINESS DEVELOPMENT AGENCY

BERMUDA

Maxwell Roberts Building, Sixth Floor, 1 Church Street,Hamilton HM 11, Bermuda

www.bda.bm

FOLLOW US o @ @investbermuda




