CAPTIVE FAQs

Q: What is a captive?

A: An insurance company that is wholly owned and controlled by its insureds, its primary
purpose is to insure the risks of its owners and its insureds benefit from the captive's
underwriting profits.

Q: Who should consider a captive?
A: Financially stable companies with a good loss ratio, good claims history, and good risk
management strategies, while willing to make a long-term commitment.

Q: What are the benefits of a captive?

A: Coverage tailored to meet your needs, reduce operating costs, capture underwriting profits,
price stability, greater control of claims, flexibility in managing risk and program design, and
accessibility to the reinsurance markets.

Q: What types of captives are there?
A: There are single-parent captives, group or association captives, segregated cell captives,
agency captives and risk retention groups.

Q: Is there a minimum premium requirement?

A: There is no specific set minimum premium but there needs to be enough premium to cover
administration costs and claims. $500,000 in annual premium would typically be a minimum
premium.

Q: What coverages or product lines will a captive cover?

A: You can place most insurance lines in a captive, e.g., general liability, professional liability,
excess and Umbrella coverage, property, supply chain, intellectual property, Trade Credit,
environmental, Political risk, Product recall, terrorism, Errors and omissions, auto, worker's
compensation, employee benefits, etc.

Q: Are there any specific captive requirements?
A: You must have an independent actuarial study completed, ability to pay the required capital,
captive must be formed as an insurance company designed to pay claims when necessary.

Q: How long do | need to stay in a Captive program, and can | leave the Captive?

A: There is no rule about how long a company is to stay in a captive, but captives are a long-
term alternative to the standard market. Yes, you may leave and dissolve the captive at
anytime.
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