The captive advantage

Effective financing and governance of
retentions within commercial insurance
programmes and other retained risk

Optimisation of the use of commercial
insurance and risk retention in terms of
coverage and control of cost

The governance of risks retained where
commercial cover is inadequate

Retention of cash

Improved understanding and
governance of group risk and
risk management

Accessing the reinsurance
market directly

These benefits will help buyers mitigate the impact of current insurance market conditions but will also
provide a platform for improved risk management strategy based on better risk governance, more
efficient financing, and greater visibility and control of the overall costs of risk across the business.
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forming a captive
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Generally this will start with a discussion with your broker about how a captive could
assist you in managing your programme, developing your risk management strategy,
mitigating the effects of the hardening market, and stabilising costs.

Having established the potential of a captive, a feasibility study is usually prepared,
either by your broker, an independent consultant or your prospective insurance
manager, analysing how the captive could participate in group insurance, the
specific costs and benefits, and the group resources (capital) required. The study
will also discuss where the captive should be located, what legal structure it should
employ, the process of licensing and establishment, and on-going operational and
governance demands.
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Following appropriate group governance process and a decision to proceed,
a local insurance manager will be selected and appointed in Guernsey. They will
work with you and your broker to develop from the feasibility study a specific
business plan for the captive and compile the licence application. The formation
process for a captive will take between four to six weeks.
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The manager will also assist in the formation of the company and the recruitment
of non-executive directors for the board. The Guernsey captive sector genuinely
aims to understand the client’s business and their specific needs.

Finally, once the licence has been capitalised, the licence will be issued, and the
company can commence underwriting.
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