
Customized captive solutions
A captive is an effective 
risk management strategy 
to align your earnings 
profile with your core 
business
How it works
Many risks on your balance sheet don’t align with your 
core business pursuits, so companies often transfer these 
risks to a captive via an insurance contract to better 
manage the associated volatility. As shown in Figure 1, you 
can either fund the captive yourself or transfer the risk 
outright to reinsurers/capital markets.

Traditional uses
We’ve observed diverse use cases for traditional captive 
programs, from employee benefits, professional liability, 
commercial property, workers’ compensation, and more.

Success story
A client came to us with an alternative asset portfolio 
which is to be held at Fair Value upon implementation of 
IFRS 9. Based on our analysis, this would create significant 
volatility in the portfolio value, ultimately creating earnings 
volatility if kept on their balance sheet. We developed a 
captive structure like Figure 2 to absorb Fair Value losses 
within a specified range. The outcome: the client’s earnings 
profile is better aligned with their core business and will be 
less influenced by Fair Value volatility swings.

Why Bermuda?
Bermuda has a strong reputation as a robust financial 
center and has been the premier domicile for captive 
programs since their inception. The incorporation and 
licensing process is straightforward and streamlined. 
Importantly, domiciling in Bermuda enables access to a 
deep pool of reinsurance capital that may be more difficult 
to access from alternate jurisdictions. Bermuda also has 
equivalence treaties in place with many jurisdictions, 
allowing you to recognize credit for your captive program.
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Or... access external capital (or 
a combination).

In some cases, the insurance 
contract is issued by a “fronting 
insurer” who will turn cede the 
risk to your captive. 
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Emerging trends
A captive is an effective risk management strategy where
companies identify emerging risks that are underserved or 
prohibitively expensive in traditional insurance markets. 
Going forward, we expect captives to help sponsors 
manage cyber, longevity, and many other risks. 
Additionally, with various financial reporting standards 
trending toward Fair Value accounting, we anticipate 
increased interest among financial institutions to use 
captives as a means of managing Fair Value volatility.
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How Deloitte can help
Whether your program’s objective is to insure employee 
benefit/pension obligations, professional liability 
exposures, Fair Value volatility, or any other risk that 
doesn’t align with your business goals, we have the right 
expertise in our global network to appropriately evaluate 
and develop a suitable solution.

We can also help with the “rent vs. own” decision. Renting a 
segregated account is a cost-effective approach for certain 
transactions, while setting up your own entity generally 
provides greater operational flexibility and control.

Once you’re ready to set up your program, you’ll need 
to select professional service providers and prepare the 
relevant documentation, as shown in Figure 4. We have 
experience developing pre-incorporation documents, and 
great relationships with local service providers, and can 
help you with your application. From there, it is a 
streamlined process to receive your insurance license.

If you’d like to learn more about the application process, 
or would like more information on captive use cases we’ve 
observed in the market, please don’t hesitate to contact us.
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Select and obtain acceptance 
letters from professional 
services providers, including:
• Lawyer
• Auditor
• Insurance Manager
• Bank
• Approved Actuary

Additionally, prepare relevant 
pre-incorporation 
documents, including:
• Ownership Structure
• Business Plan
• Capitalization Plan
• 5-year Financial Projections

Preparation

Monday
• Reserve Company name 

with Registrar
• Submit incorporation 

documents to BMA
• Submit application to 

Registrar

Friday
Assuming no further info is 
requested, incorporation is 

approved.

Monday
• Incorporate and 

capitalize Company
• Elect and convene Board 

of Directors
• Submit insurance license 

application to BMA

Friday
Insurance license issued and 

business operations may 
commence.
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