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Captive insurance companies offer contractors a number of benefits, including the opportunity to
reduce price fluctuations in their insurance program and access to coverages that may not be

available in the commercial insurance market. When the market begins to harden, the interest in

captives always grows accordingly. However, captives are not the best solution for every contrac-

tor, and the decision to form a captive requires a thorough examination of the contractor’s objec-

tives, appetite for risk, funding capabilities, and more. Further, captives come in different forms

and are not a “one-size-fits-all” commodity. This workshop walks through the decision-making

process contractors should go through in evaluating whether and how to form a captive. Attend-

ees will leave with practical resources and insights into this complicated process. 
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requires specialized coverage and claims  
staff. Great American’s Property & Inland 
Marine Division provides exceptional  
protection and claims handling for contractor’s 
and owner’s first party insurance, including 
Green Building Endorsements. Plus,  
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Bruce J. Moldow

Executive Vice President/Chief Legal Officer

Moss & Associates, LLC

Mr. Moldow is copresenting Workshop W8, “The Captive Decision: Start to Finish,” on Wednesday after-

noon. He joined Moss & Associates in 2005 as Executive Vice President/Chief Legal Officer. He brings

more than 20 years of industry experience to Moss. Prior to joining Moss, Mr. Moldow served as general

counsel for Tyco/ADT Security Services, Centex Construction Group, and the Clark Construction Group.

Mr. Moldow earned a J.D. with honors from Georgetown University Law Center, and a B.S. in Accounting

from the University of Maryland. He is a Certified Public Accountant and a member of the District of Co-

lumbia Bar and the Maryland Bar. He is also certified as Authorized House Counsel in Florida.

W. Scott Trethewey

Executive Vice President

Moss & Associates, LLC

Mr. Trethewey is copresenting Workshop W8, “The Captive Decision: Start to Finish,” on Wednesday after-

noon. He is an Executive Vice President with Moss & Associates and a member of the company’s Executive

Leadership Team. His responsibilities include oversight and management of Risk Management, Finance, Tax,

and Loss Prevention. In addition to these primary responsibilities, Mr. Trethewey plays in an integral role in

the organization’s strategic initiatives. 

Mr. Trethewey joined Moss & Associates as Senior Vice President of Risk Management in July of 2005.

During this time he had responsibility for Moss’s risk management, surety, and insurance programs. In this

capacity, he leveraged the relationships and knowledge gained during his 20 years of experience in the con-

struction and risk management communities.

Prior to joining Moss, Mr. Trethewey spent 5 years with Centex Construction Group where he had overall

responsibility for the company’s initiatives in risk management, surety, and insurance. Before joining Cen-

tex, Mr. Trethewey spent 11 years with Willis where he held the title of Senior Vice President and was re-

sponsible for the Risk Management Practice Group in the Washington, D.C., region. Mr. Trethewey began

his career in public accounting with the firm of Johnson, Lambert & Company. 

Mr. Trethewey earned a B.B.A. in Accounting from the College of William and Mary. He is a member of the

AGC Surety Bonding Committee, AGC Risk Management Committee, and the Design Build Institute of

America’s Risk Management, Insurance, and Safety Committee. From 2005 until 2008, Mr. Trethewey was

the National Chair for the AGC’s Risk Management Committee. Mr. Trethewey is a frequent speaker on a

variety of topics at AGC, ABC, and IRMI events.
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Sta tements  co ncerni ng tax  or  acco un ting  matt ers  sh ould  b e u ndersto od  to  be  gen era l observat ion s b ased  so lely on our  ex per ienc e a nd should not be  re lied upo n as t ax or 
accou nt ing ad vice, which  we are  not au tho riz ed t o p ro vide .  All s uch  ma tters sho uld be rev iewed with  yo ur own  qu alifi ed tax, acco unt ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� I  A M  IN T E R E ST I N G  I N  L EA R N I N G  A B OU T  T H E 
P R OC E SS  OF  F O R M I N G  A C A P T IV E  I N SU R A N C E  
C O M PAN Y

� I  A M  IN T E R E ST E D  I N  PO SS I B LY R E D U C I N G  M Y  
D E PE N D EN C Y  O N  T H E C O M M E R C I A L I N SU R A N C E  
M A R K E T

� I  A M  C U R IO U S  AB O U T  T H E P OT E N T I AL  TA X 
A D VA N TA G ES  A SS OC I AT ED  W I T H  A C A PT IV E

� I  H AVE  A N EE D  T O D O C U M EN T  M Y C O ST  O F  R I SK  TO  
T H I R D  PA R T I ES

� I  N EE D  C E S O I’ L L  P U T  U P W I T H  YO U  G U YS

Why should I stay?
2
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Sta tements  co ncerni ng tax  or  acco un ting  matt ers  sh ould  b e u ndersto od  to  be  gen era l o bservat ion s b ased  so lely on our ex perienc e a nd shou ld no t be  re lied upo n as t ax o r 
accou nt ing ad vice, which  we are  no t au tho riz ed t o p ro vide .  All s uch  ma tters sho uld be rev iewed with  yo ur own  qu alifi ed tax, acco unt ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

(N O RM A L L Y  W E W O UL D  PU T  T H I S  I N REA L L Y SM A L L  PR IN T ,  B U T  S E VER AL  L E AD I NG  EY E PH Y S IC IA NS  
HA VE  A D VI SED  US  T O  ST IC K T O  L AR G ER  F ON T S) .  WE ’R E N O T  L A WYE RS .  ( O K,  O N E  O F  U S IS ,  B UT  I  
DO N ’T  R EA L L Y P R A CT I CE  AN YM O R E AN D WI T H O UT  PR AC T I CE… )

AL T H O UG H W E AS SUM E T H AT  E V ER YO NE  WI L L  U ND ER S T A ND  T HA T  T H E  I N F O RM A T IO N W E AR E 
PRE S EN T IN G  WI L L  M A K E YO U  WA NT  T O  C AL L  A N D HI RE  US  I M M ED IA T E L Y,  WE AR E  AL R EA DY  
G AI NF U L L Y  EM P L O YED .  SO  H ERE  G O E S :

1 . T H E  I N F OR M A TI O N I N T HI S  P RE SEN T AT I O N I S  N O T  I NT E ND ED  T O  CR E A T E A N AT T O R NE Y- CL I ENT  
REL AT I ON S H IP .  F R AN KL Y ,  Y O U  D O N’ T  WA NT  IT  T O  D O SO  E IT H ER .  E VE N  I F  Y O U  AS K US  Q UE ST I ON S,  
T HA T  D OE S  N O T  G I VE  R IS E  T O  A N AT T OR N E Y- CL I ENT  R EL A T I ON S H IP  E IT H ER .  D O N’ T  YO U  F EE L  
BET T ER N O W?
2 . W E A RE  N OR M A L  PE O P L E  ( SO R T  O F ) ,  W HI CH  M E AN S W E D O N’ T  D O  T AX  L A W.  N OT HI NG  I N T HI S  
PRE S EN T AT I O N R EF ER S T O  O R M EN TI O NS  T AX  L AW .  IF  YO U HA VE  A RE AL  T A X Q UES T IO N ,  YO U ’R E  I N 
T HE  WR O NG  PL AC E.  F IN D A T AX  L AW Y E R.  P R EF E R AB L Y O N E  W IT H  A  PE RS O NA L IT Y .  AG A I N,  DO N ’T  
HO L D  YO U R B RE AT H .
3 . T H E  W O RL D  I S  A N E VE R- C HA NG IN G  P L A CE ,  W HI CH  M E AN S  T H AT  CO N T EN T C A N BEC O M E O U T DA T ED  
Q UI CK L Y.  W HI L E  WE HO P E T O  A V O I D P RES E N T IN G O U T D AT E D  M A T ER IA L ,  W E  C AN ’ T  G UA RA N T EE 
T HA T  EV ERY T HI NG  I S  T I M E L Y,  S O  DO N ’T  R E L Y  O N T HE  T I M E L I NES S O R AC CU RA C Y O F  T H E 
IN F O RM A T IO N.  ( O NL Y  A L AW YER  W O UL D  PU T  O UT  IN F O RM A T IO N  T O  I M PR ES S Y O U A ND  T H EN  SA Y 
“D O N’ T  RE L Y O N  I T .” )  

SO  T H ERE  I T  I S .  WE ’V E  DO N E T H E L AW YER L Y T H I NG .  A R EN’ T  YO U  G L A D W E  G O T  T HA T  O U T  O F  T H E 
WA Y.  NO W  BA C K T O  T HE  EX CI T E M EN T  O F  C APT IV E  IN S U RA NC E C O M PA NI ES.  

Disclaimer
3

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� M AN Y D IF F ER EN T D EF I NI T I ONS

� VARY  DU E T O DI F FE REN T  WAYS C A PTI VE S C AN  B E 

ST R UC T UR ED  AN D  UT I L IZ ED

What is a Captive?
4
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� “ W HOL LY OW NE D S UB SI DI A R IE S C RE AT ED  T O PR OVI DE  

I NS UR A NC E T O T HE  PAR EN T  C OM PA NI ES. ”   (A IC PA 

A UD I T A ND  AC C OU NT I NG  GU ID ES )

Captive Insurance Companies
5

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� “ A CA PT IVE I NSUR ANC E COMPAN Y IS,  I N A N UTSH EL L,  A N 
I NSURA NCE C OM PANY F OR MED BY A BU SIN ESS OWN ER  
TO IN SU RE TH E R ISKS OF TH E OPERATI NG BU SINESS.   
T HE OPERATI NG BU SI NESS PAYS PR EM IU MS TO THE 
CAPT IVE,  A ND T HE CAPTI VE IN SU RES TH E RI SKS OF TH E 
OPERAT IN G BUSI NESS.”   ( ADKI SSON:  CAPTI VE 
I NSURA NCE C OM PANI ES)

Captive Insurance Companies
6
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� “A  C A P T IV E I N SU R A N C E C O M PAN Y  IS  AN  I N SU R A N C E 
C OM PAN Y T H AT  H A S B E E N  S ET  U P TO  PR O VI D E C OV ER A GE  

AT  A L OW E R  C O ST  T H A N  AVA I L A B L E B Y  G OI N G T H R OU GH  
T H E  G EN E R AL  I N SU R A N C E M A R K ET .  T H E  C OM PA N Y’S  

S T OC K  IS  C ON T R O L L E D  B Y  O N E IN T E R ES T  OR  A  GR OU P  O F  
R E L AT ED  I N T ER E ST S  SO  AS  T O PR O VI D E C OV E R AG E F O R  

T H E IR  B U SI N ES S OP ER AT ION S .  A C AP T I VE  IN S U RA N C E  
C OM PAN Y M AY B E  A N O N - AD M I T T ED ,  N ON R E SI D EN T,  OR  

F O R EI GN  IN S U R ER .   SO M ET I M ES  I T  M AY  P R OV I DE  
R E IN S U R AN C E  TO  A  S E L F - IN S U R ED  OR  A  D OM E ST I C  

C OM PAN Y.  ( T H E  C OM P L ET E  G L OS S AR Y O F  I N SU R A N C E)

Definition of Captive Insurance Company

7

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� A  C AP T I V E  I S  A C L O S E L Y  H E L D  I N S U RA N C E  C O M P A N Y  W H O S E  

B U S I N E S S  I S  P R I M AR I LY  S U P P L I E D  BY  AN D / O R  C O N T R O L L E D  BY  I T S  

O W N E R S …   

� T H AT  O F F E R S  I N S U R A N C E  P R O D U C T S  O R  R E I N S U R A N C E  S U P P O R T  T O  

I T S  O W N E R S  A S  P R I N C I P A L  BE N E F I CI AR I E S …

� W H E R E B Y  T H E  O W N E RS  A N D P O L I C Y H O L D E R S  AC T I V E LY  P A R T I C I P A T E  

I N  I N F L U E N CI NG  U N D E R W R I T I N G ,  O P E RA T I O N S  A N D  I N V E S T M E N T …   

� T H AT  P R O V I D E S  A  F O R M  O F  AL T E RN A T I V E  R I S K  T R A N S F E R  –

E S S E N T I A L L Y  S E L F  I N S U R AN C E  W I T H P O S S I BL E  L E G AL  AN D  TA X  

B E N E F I T S …

� A N D I S  I N C O R P O R A T E D ,  R E G U L A T E D ,  C AP I T A L I Z E D  A N D 

A C CO U N TA B L E .

Our Definition
8
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

Where Captives fit in Risk Financing?

9
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� S I NG L E  PA R E N T  C A P T I V E – I S  AN  I N S U R A N C E O R  R E I NS U R A N CE  C O M P AN Y  F O R M E D  
P R IM A R IL Y T O  I N S U RE  T H E  R IS K S  O F  I T S  N O N - I N SU R A N C E P A R EN T  O R  AF F I L I A T E S .

� G R O UP  C A P T I VE – IS  A C O M PA N Y ,  J O I NT L Y  O W N E D  B Y  A  N U M B ER  O F  C O M P A N IE S ,  
C R E AT E D T O  PR O V I D E  A  VE H I C L E  T O  M E E T  A  C O M M O N  I N S U RA N C E  N EE D .

� A S SO CI A T I O N  C A PT I VE – IS  A  C O M PA N Y  O W N E D  B Y A  T R A D E,  I N D US T R Y O R  S E R V IC E  
G R O UP  F O R  T H E B E N E F I T  O F  I T S  M EM B E RS .

� A G E N C Y CA P T I V E – I S  A  C O M P AN Y  O WN E D  B Y  A N  IN S U R A NC E  A G E N C Y O R  
B R O K E R AG E  F IR M  S O  T H E Y  M A Y  R EI N S U RE  A  PO R T I O N  O F  T H E I R  C L I E NT S’  R I SK S  
T H RO UG H  T H A T  C O M P A N Y.

� R E N T - A - C AP T I V E – I S  A  C O M P AN Y  T H AT  P R O V ID E S “ C A P T I VE ’  F A C I L I T I ES  T O  O T H E R S  
F O R  A  F E E,  W H I L E  P R O T E C T I N G  I T S E L F  F RO M  L O S SE S  U N DE R  I N D I V I D U A L  
P R O G R A M S ,  W HI C H  A R E  A L SO  I S O L A T E D  F R O M  L O SS E S U N D E R  O T H ER  P R O G R A M S 
W I T H I N  T H E  S A M E  C O M P AN Y .   T H I S  F A C IL IT Y  I S  O F T E N  U S ED  F O R  P R O G RA M S  T H A T  
A R E T O O  S M A L L  T O  J U S T I F Y  E ST A B L I SH I NG  T H E I R O W N  C A P T I VE .

� O T H ER S

� Micro  Captives/Mini Captives

� Risk Retention Group s

Types of Captives:
10
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� B AC K  OF  T H E EN VEL OPE A SSESS ME NT

� T HE  VIE W F R OM 3 0, 000 F EET

Pre-Feasibility Analysis

11

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

Ownership?
12
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Statements concerning tax or accounting matters should be understood to be general observations based solely on our experience and should not be relied upon as tax or 
accounting advice, which we are not authorized to provide.  Al l such matters should be reviewed with your own qualified tax,  accounting,  and legal advisors.

Statements concerning tax or  accounting mat ters should be  understood to be general observations based solely on our experience  and should 
not be  relied upon as tax or ac counting adv ice, which we are not authorized to provide .  All such matters should be reviewed with your own 
qualified tax, acc ounting, and legal advisors.

� IS  TH E CAPT IVE FEASIB LE?   -- “ CAN  W E DO IT ?”

� IS  A CAPT IVE  STR AT EGY OPTI MAL  FOR  MOSS? – “ SHOU LD  
WE D O IT? ”

� WH AT  WIL L IT  TAKE T O GET IT  DON E?

What were our Key Bets?
13

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� R E QU E ST  F O R  P R OP OS A L

� Who do you invite?

� What information should you share?

� What process is utilized by each organization to determine the Feasibility 
of Captive Formation?

� What is the process to formulate the Business Plan?

� Does the organization have a formalized Implementation process?

� Who is the Team?  What are their qualifications and philosophy?

� Are their clients satisfied?  Who are their references? 

Where do you start?
14
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� OT HER ISSUES:

� Disclosure of any 3rd party vendors used by your firm in the 

feasibility process (actuaries, investment managers, tax consultants, 

etc.).

� Discussion of any issues that may impact other key 3rd party 

relationships maintained by Moss (Surety).

� Identification of future insurance considerations and exposures to be 

included in the potential captive.

� Fee Disclosure for Feasibility Study

Where do you start?
15

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� O BJ E C T IV ES  OF  T HE  F EA S IB I L IT Y  ST U D Y:
� What are the Organization’s Objectives?

� What Risk Financing Options are available?
� What is the proposed Program Design?

� Quantify the Economic Return (Quantitative Analysis)

� Where should we domicile the Captive?
� What are the Capitalization Requirements?

� What are the anticipated annual costs?

� Will we be able to achieve the desired tax benefits? 
� What is the optimal ownership structure?

� How will prior year reserves be handled?
� Where should Profits be Recognized?

Now that you have a Partner, what’s next?

16
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� I N CO N SI S T EN C Y I N  C OV E R AG E T E R M S AN D  C ON D I T IO N S I N 
T H E  C O NS T R U C T IO N  IN S U R AN C E  M A RK E T P L A C E

� L I M IT E D  L I AB I L I T Y C OM PA N Y ( GA A P  V S . TA X T R E AT M EN T  O F  
R E SE R VE S)

� F I SC A L LY  CO N SE R VAT IV E

� L O N G TA IL  L I AB I L IT I E S ( 10  YE AR  S TAT U T E  OF  R E PO SE  I N  
F L O R ID A )

� C OS T  PL U S  C O N T R AC T S

� A L L OC A T IO N  OF  R IS K /S AF ET Y  IN C E N T IV ES

� F U T U R E  O PP OR T U N I T IE S F O R  E XPA N D ED  L I N ES  OF  
C OV E R AG E

What are the Organization’s Objectives?

17

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� 4 year CCIP program with Liberty Mutual 
effective 9/26/05 – 9/26/09

� Captive will issue policies with limits 
equal to Moss’ Per Occurrence 
Deductibles 

� Captive will insure Moss on a direct 
indemnification basis for losses within the 
company’s deductibles.  

� Maximum exposure to the captive will be 
capped via Liberty Mutual’s program 
deductible aggregate

� Liberty Mutual loss picks utilized as basis 
of premium and loss reserves

What is the proposed Program Design?
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General Liabi li ty

Statutory

Liberty
Mutual

$1M per 
Occurrence

Liberty Mutual
$2M per Occurrence

$4M Aggregate
Applies per Project

Annual 
Reinstatement

$4M Completed 
Ops Agg

Applies to 
All Projects
*One Time 

Reinstatement

$250,000
Per Occurrence

Deductible

$500,000
Per Occurrence

Deductible

Libert y
Mutual

Statutory
Limits

$250,000
Per Occurrence

Deductible

$1M

$2M / $4M / $4M*

Employers’
Liabi li ty

Workers’  Comp

Insured by captive via deductible indemnification
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� The Subguard program is a three year 
program with annual renewals that was 
initiated on 12/31/2004

� Captive will assume the deductible 
exposure from the inception of the 
program: 

� Maximum exposure to the Captive will be 
capped via Zurich’s 3 year program 
deductible aggregate.

� Subguard captive premiums will be based 
on annual program aggregate rates.

� Loss reserves based on industry data

What is the proposed Program Design?

19

80% of $1.5M
( Zurich)

SUBGUARD

$25M per Default
(Zurich)

Coinsurance
20% of $1.5M

$500,000 Per Default Deductible

$2M

$25M

Insured by captive via  deductible indemnification

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� Moss did not fund or accrue for the GL 
trailing SIR

� Funding in excess of CCIP aggregate 
may be used to fund the GL trailing SIR

� Potential to earn premium over 10 year 

exposure period  /  80% of unearned 
premium reserve tax deductible

� The captive’s  premium and reserves 
dependant on actuarial assessment of 

exposure

What is the proposed Program Design?

20
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� Indemnification Structure Benefits
� Works b est for Large Dedu ctib le Insured Programs

� Simpl icity

� Lower administration costs
� Fewer transactions

� Ind ependent structure
� Current carrier,  broker, self-insurance relationships 

undisturbed
� Company decides whether or not to disclose captive to 

Standard Insurer

� No Third Party Administrator necessary

� No reinsurance n ecessary (available, bu t n ot needed)

� Potentiall y less col lateral compared to Fronted  Captive 

arrang emen t

� Trade off reinsurance purchased “retai l”  th ro ugh 

standard insurer for retentions

� Ab le to cap its risk equal  to  the standard deductible 

program

What is the proposed Program Design?

21CAPTIV E INDEM NIFIC ATO N STRUCTURE

• C apital Contributed by Ow ners

• H ir e Captive Management Fir m –
O btain Administrative, Auditing, 
A ctuarial, Underw riting, 
A ccounting, Investment, 
R einsur ance, and Banking 
S ervices

PREMIUM  PAYMENT

C laim Payments

Moss / Subsidiaries & Affiliated 
Ventures

Insurance
Policy

Payment
of

Cla ims
Transactions w ith the C aptive

Transactions w ith Commercial Insurer

M OSS CAPTIVE

G uaranteed Cost 
Indemnity Policy

• Incurred Losses and Loss 
A djustment Expenses

• A dminis trative Expenses

PREM IUM PAYM ENT

• Over head, Profit, Risk Char ges

• Premium Taxes

Letter 
O f

Credit

Replenish 
Escrow  fund 

and Re imburse 
Paid Claims 

TRADITIONAL INSURER

Retains  premium attributable to:

• B asic expenses
• E xcess Premium
• P repa id Expenses
• Initial escrow fund

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� ONSH ORE VS .  OFF SHORE?

� W HAT  AR E TH E CAPITALI ZATION REQUIR EMEN TS?

� AR E TH ER E ANY TAX C ONSEQUEN CES 

ASSOCIAT ED  W ITH  ONE D OMIC ILE  VS .  TH E NEXT?

� Capitalization Requirements

� Nexus Generating Issues

Where should we domicile our Captive?

22
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

DOMICILE S CAROLINA NEVADA VERMONT MONT ANA B ERMUDA

Pure/Single Parent 
Capi talization

Statutory minimum
Pure:  $250,000

Cash or LOC

Statutory minimum
Pure: $250,000

Cash or LOC

Statutory minimum
Pure: $250,000

Cash or LOC

Statutory minimum
Pure: $250,000

Cash or LOC

Mi nimums:
Class I:  $120,000
Class II : $250,000
Class II I: $1 mi llion
Class IV:  $100 million

Registration & 
Incorporation 

Expenses

$200 for examining,  
investigating,  and 
processing its applicati on 
for li cense;

$300 Annual Fee

$500 appli cat ion fee
$300 registration fee
Outside application est. 
$4,000

Annual Fee $100

$200 application fee
$300 annual license fee
$3,200 actuarial review

$200 application fee
$300 annual license fee

Incorporation expense:
$4,200 -$9,000
(depending on amount of  
capital)

Tax Issues
Premium Tax:
$1-$20M  .40%
$5,000 Minimum
$100,000 Maximum

Premium Tax:
$1-$20M  .40%
$5,000 Minimum
$175,000 Maximum

Premium Tax:
$1-$20M  .38%
$7,500 Minimum
$200,000 Maximum

Premium Tax:
$1-$20M  .40%
$5,000 Minimum
$175,000 Maximum

No Premi um Tax
Income: exempt ion until 
2016;

Reserve & 
Underwriting 

Requirements

Annual actuarial review 
of reserves required

Annual actuari al review 
of  reserves required

Annual  actuarial review 
of reserves required

Annual actuarial  review 
of reserves required

Annual actuarial review 
of  reserves required for 
Class II I

Reporting 
Requirements

Annual Audited GAAP 
financial statement

Annual Audited GAAP 
financial statement

Annual  Audi ted GAAP 
f inancial statement

Annual Audited GAAP 
financial statement

Annual Audited GAAP 
financial statement

Local Office 
Requirements

Maintain it s principal 
place of  business in thi s 
State and appoi nt a 
resident registered agent

Annual board of 
directors’ meeting in 
Nevada; princi pal off ice 
in Nevada; use of  local 
management company 
and lawyer,  books and 
records must  be kept  in 
Nevada.

Off ice in Vermont;  one 
directors’ meeting in 
Vermont  annually;  use of 
res ident agent  required; 
f inancial records must be 
kept in Vermont.

All books,  records, and 
other information 
necessary for a statutory 
examinati on should be 
located in Montana.

Books,  records should 
be located in Bermuda. 
Annual General Meeting 
via conference call 
permit ted.

Estimated No. of 
Captives

122 58 542 12 987

Where should we domicile our Captive?
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� S TA R T -U P  C OS T S:  

� Feasibility Study: $25k to $35k

� Business Plan/Implementation: $10k to $15k

� A N N U A L  C AP T IV E M A N A GE M EN T  F E E :  $ 40 K  T O $6 0K

� A N N U A L  A S SU R A N C E :

� Audit: $10k to $15k

� Actuarial: $10k to $15k

� L E GA L  &  R E GU L AT O R Y:  $ 1 0K  T O $1 5 K

� P R EM IU M  T AX ES

� C O N SU L T IN G  F E E S:  ? ? ?

� O T H ER  EX P EN S ES :  $ 10 K  T O $2 0 K

What are the anticipated annual costs?

24
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� U ND E R C E R TA IN  F AC T S  AN D C I RC UM S TA NC E S ,  ‘Q U AL I F Y ’  T H E  CA P T I V E  A S  AN  
I NS UR ANC E  CO M P AN Y  F O R  U. S .  ( & S T AT E )  I N CO M E  TA X  P U RP O S E S .

� A LL O W S  F O R  T HE  A CC E L E R AT E D TA X  BE NE F I T S  A F FO R DE D  T O  I NS UR E RS  
U ND E R W H I CH  L O S S E S  ( I NC L UD I NG  R E S E R V E S )  BE CO M E  TA X  DE DU CT I BL E  ‘ AS  
I NC UR RE D’  V E R S U S  ‘ AS  PA I D’  

� I NS UR ANC E  T RA NS A CT I O N  M U S T  I NC L UD E :  " I N S UR AN C E  R IS K” ,  IN S U RA NC E  
F O RM , RI S K T RA NS F E R / RI S K DI S T R IB UT I O N .

� R IS K T R AN S F E R G E NE R AL L Y  R E Q UI R E S  E IT H E R  T HE  S IG N I F I CA NT  
U ND E RW R IT I N G  O F  UN RE LAT E D R I S KS  I N T H E  C AP T I V E  O R A C O RP O R AT E  
H O LD I NG  C O M PA N Y  S T R UC T UR E  W HE RE  CA P T IV E  AN D IN S UR E D  S U BS I D I AR I E S  
A RE  AR M S - L E NG T H  AF F I L I AT E S .

� A P P L IC A BI L I T Y  T O  M O S S
� Qualification of CCIP premium as 3rd party r isk?
� Qualification of Subguard premium as 3rd party risk?

Will we be able to achieve the 
desired tax benefits?

25

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� K E Y T AX  P OI NT S  T O R EM E M B ER

� "Insurance" is not specifical ly defined in the tax law and therefore its meaning 

is derived (and wil l continue to evolve) mainly from case law and IRS 
pronouncements. 

� The critical elements of "insurance" are risk shifting and risk distribution.  
Risk shifting connotes the transfer of risk to a separate party. Risk 

distr ibution mandates that enough independent risks of unrelated parties be 
pooled to invoke the actuarial law of large numbers.  

� IS  T H ER E  R I SK  SH I F T IN G  A N D  R IS K  D I ST R I B UT ION ?

26

Will we be able to achieve the 
desired tax benefits?
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� K EY T AX  POI N TS  T O RE ME MB ER

� A long-standing tax maxim is that, absent extraordinary circumstances, each legal 
person (individual or entity) has an independent and separate identity, irrespective 
of who owns it or whom it owns. 

� Notwithstanding the above maxim, the courts (although consistently denying it) 
generally have applied an "economic family" approach to determining existence of 
"insurance." 

� But, writing as little as 30 percent (measured by net retained premiums) unrelated 
business may qualify the entire captive as a true "insurance company." 

� I S  T HE RE  UNR EL AT E D BUS I NE S S  G RE ATE R THAN  30 P E RCE NT  OF  NE T 
RE T AI NE D P RE M I UM S ?

27

Will we be able to achieve the 
desired tax benefits?

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� M I SC E L L A N EO US  TA X C O N SI D ER AT I ON S :  OT H E R  FA C T OR S  

C A N  U N D E R M IN E  A C A P T IV E'S  ST AT U S  A S A T R U E  

I N SU R A N C E C OM PA N Y:

� Undercapitalization or promise of additional capitalization of the captive 

� Parental guarantees/comfort letters in favor of the captive 

� Excessive use of "loan backs" of captive assets to its parent 

� Captive policies that do not transfer risk, for example, because policy l imits 

are certain to be exceeded (i .e. , policies that are more like banking or deposit 

transactions than insurance contracts) 

28

Will we be able to achieve the 
desired tax benefits?
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� U T I L IZ E  S A M E S HA R E H OL D E R  ST R U C T U R E A S T H E  

C ON S T R U C T IO N  C OM PA N Y?

� E XPA N D  O W N ER S H IP  T O  A H A N D F U L  OF  K EY  E XE C U T IV E S?

What is the optimal ownership structure?
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� T H E  TRA N S FE R  O F E X I S T I NG  L I AB I L I TI E S F ROM  A CO RP OR AT E  
P A RE N T O R A FF I LI AT E D OP E R ATI NG C O M PAN I E S  T O A  CA P TI V E  I S  
A  S TR AI G HT FO RWA RD  AN D COM M ONP L AC E  TR A N S AC T I O N .

� F OR TAX ,  P UR PO S E S ,  THE  C A P TI V E  WI LL NE E D T O BE  A  
“ QU ALI F I E D’  I NS U RE R  AN D TH E  TRA N S AC T I O N,  I TS E LF,  M US T 
CO NTA I N  T RU E  E L E M E NTS  OF  I NS U RA NC E R I S K  A ND FO R M .  

� A L OS S  P O RT FO LI O  TRAN S FE R ON  AN  I ND E M N I F I C AT I ON  
CO NT RAC T  I S  A  R E AS ON A BL E ,  ST RAI G HT FO R W AR D T RAN S AC TI O N  
W I TH  RE S ULT I NG  TAX  E FFI C I E NCI ES  D E P E NDI N G O N T HE  
DU RAT I O N  O F PAY OU T AN D I N V ES T M E NT  I NC OM E  P ROV I D E D 
T H RO UGH  T HE  CA PT I V E .

How will prior year reserves be handled?
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� D O YO U  W AN T  A P R OF I TA B L E  CA P T IV E O R  A “B R E A K- E V EN ” 

C A PT I VE ?

� H OW  D OE S R EC O GN I T IO N  O F  PR O F IT  F IT  W I TH  T H E 

I N CE N T IV E  C O M PE N SAT I ON  P R OG R AM ?

� A R E T H E R E A D D IT IO N A L  T AX  L I AB I L IT I ES  ( D OU B L E  

T AX AT I ON )  AS SO C IA T ED  W I T H  R E C OG NI T IO N  OF  PR O F IT S  IN  

T H E  C A PT I VE  VS .  T H E  C O NS T R U C T IO N  C OM PA N Y?

Where should Profits be Recognized?
31

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

Kings!!!!
32
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

SU MM ARY

� M O S S S H O U L D  I N C O R P O R A T E  A  W H O L L Y  O W N E D ,  S I N G L E- P AR E N T  C A P T I V E  

I N SU R A N C E SU B S I DI A R Y,  I N ST EA D  O F  P A R T I C I P A T I N G  I N  A  N O N - O W N ED  ‘ R E N T - A -

C A PT I V E ’  O R  S P O N SO R E D  C A PT I VE  PR O G R A M ;

� T H E C A P T I V E C O N S O L ID A T E S W IT H  T H E  P A R EN T  F O R  F I N A N C IA L  R E P O R T I N G  ( G A A P ) ,  

B U T  O P ER A T E S  U SI N G  I N S U R AN C E  A C CO U N T I N G  S T A N D A RD S  A N D  M E T R I C S;

� T H E C A P T I V E S H O U L D  IS S U E D E D U C T I B L E “B U Y  D O W N”  P O L I CI E S T O  M O S S.   T HE  

P O L I C I ES  SH O U L D  B E  A G G R E G A T E D  A C C O R D IN G  T O  O V ER L YI N G  I N S U R A N C E T E R M S  

A N D  C O N D I T I O N S ;

� T H E C A P T I V E S H O U L D  CH O O S E A  D O M E S T I C  D O M I C I L E  T H A T  H AS  F U L L Y D E V E L O P E D  

I N SU R A N C E R EG U L AT O R Y S T R U CT U R ES ,  C A P T I V E S U P PO RT  I N F R A S T R U CT U RE S  

( A C C O U N T I N G ,  BA N K I N G ,  L E G A L ,  E T C. ) ,  A ND  S T A B L E  P O L I T IC A L  A N D  F I N AN C I A L  

S Y S T E M S ;

� C A PT I V E  O W N E R S H I P  W IL L  B E  CO N SI ST EN T  W IT H  M O S S &  A SS O C I A T E S O W N ER S H IP  

S T R U C T U R E ;

How should we do it?
33

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

SU M M A R Y

� T HE  CAPT I V E  S HOUL D B E C AP I T AL IZ E D AT  A RAT IO  OF  5: 1  ( 2 0  CE NTS  O N E V E RY  
P RE M IU M DOL LAR)  P RE MI UM  T O CAP I TA L;

� T HE RE  S HOUL D BE  NO  FI NANC IA L G UARAN TE E S  O R HOL D HARM L E S S AGRE E M E NT S  
BE T WE E N T HE  CAP TI V E  AND MO S S,  NO R S HOUL D T HE  CAP T IV E  HAV E  AN Y LE T TE R O F 
CRE D IT  ( LO C)  HE L D ON I T S BE H ALF  I SS UE D IN T HE  NAM E  OF  ANY  O THE R M OS S  
CO NCE RN;

� T HE RE  S HOUL D BE  NO  DIR EC T L OA NS FRO M  THE  CAP T IV E  TO  I T S  D IRE CT  O R 
UL TI M ATE  P AR E NT;  ANY  LO ANS  O R OP E RAT IN G CAS H FL OW  ‘ ACC OM M ODA TI O NS ’ 
F ROM  T HE C APT I V E  T O OP E RAT I NG AF F IL I ATE S  S HO UL D BE  S HORT  T E RM  ( UNDE R 2 70 
DAY S ) ,  P E RFE CT E D UND E R ARM S - LE N GT H T E RM S AN D CO NDIT I ONS ,  AT  A RAT E  OF  
RE T URN T O  RE F LE CT  T HE  CAP TI V E ’ S OP P O RTUN IT Y  CO ST  OF  RI S K CAP IT AL ;

� T HE  PR EM I UM  S HOU LD BE  ACT UA RI ALL Y  DE T E RM INE D;  AND AL L RE S E RV E L E V E LS  
S UP P OR TE D BY  G E NE RALL Y  ACC EP T E D ACT UA RI AL ME T HOD OL OG IE S ,  RE CO GNI Z E D 
AT  E XP E CT E D UL TI M AT E  LE V E LS  F OR  THE  P E R- OC CURRE NCE  L AYE R S INS UR E D I N 
T HE  CAPT I V E ,  NE T O F RE I NS URA NCE ,  IF  ANY .

How should we do it?
34
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� I N C O N S I S T E N C Y  I N  C O V E R AG E  
T E R M S  AN D  CO N DI T I O N S  I N  T H E  
C O N S T R UC T I O N  I N S U R AN C E  
M AR K E T P L A C E

� L I M I T E D  L I A B I L I T Y  C O M P A N Y  
( G AA P  V S .  T A X )

� F I S C AL LY  C O N S E R V AT I V E

� L O N G  TA I L  L I A B I L I T I E S  ( 1 0  
Y E A R  S TAT U T E  O F  R E P O S E )

� C O S T  P L U S  C O NT R A C T S

� A L L O C A T I O N  O F  R I S K / S A F E T Y  
I N C E N T I V E S

� F U T U R E  O P P O R T U N I T I E S  F O R 
E X P A N D E D  L I N E S  O F  
C O V E R A G E

Is the Captive strategy optimal for 
Moss?

35

� Certainty of Coverage Terms 
& Conditions

� Tax Deductible Premiums
� Reserve Integrity
� Protection of Future Earnings
� Evidence of Cost
� Objective Quantification
� Builders Risk, Professional, 

Pollution & Others

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

It makes sense, now what?
36
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

It makes sense, now what?
37ABC CONST RUCT ION, INC.

Cap tive Insu ranc e Co mpan y
Implemen tation  Work Plan

Projected Go Live Date: xx/xx /xxxx

Task 
# Project Phase Functional Area Task Deliverable Attach Documents Task Champion

R equired 
Completion 

Date

1 FEASIBILITY ANALYSIS Ris k M anagement
Is s ue s igned engagem ent letter for c ons ul ting 
on c aptiv e project Ex ec ute Engagem ent Lette r

2 FEASIBILITY ANALYSIS Ex ec utiv e/Ris k M anagement/Tax Proposed C aptiv e O wnership Ex cel  Doc ument/Tax Opinion 

3 FEASIBILITY ANALYSIS Ex ec utiv e/Ris k M anagement/Tax
Rev iew find ings on domic ile  s e lec tion and 
applic ation proc ess

Domic ile  Rec omm endation  
and Captive Appl ic ation

4 FEASIBILITY ANALYSIS Finance/Risk  Managem ent
Identi fy and addres s  any  financing i s sues 
rela ted to c api tal ization of the Captive. M eeting with  Cons ultants

5 IMP LEM ENTATION Ris k M anagement Engage Ac tuary. Engagem ent Letter

6 IMP LEM ENTATION Ris k M anagement Engage c aptiv e m anager. Engagem ent Letter

7 IMP LEM ENTATION Legal/Ris k M anagem ent Engage legal c ounsel . Engagem ent Letter

8 IMP LEM ENTATION Finance/Risk  Managem ent
Engage outs ide treasury  func tion to handle 
captive funds and inves tment Engagem ent Letter

9 IMP LEM ENTATION Legal/Ris k M anagem ent

Determ ine i f (and how many) o ther required 
legal  enti ties  ("Required Enti ties ") need to  be 
form ed. Legal  and/or Tax O pin ion

10 IMP LEM ENTATION Finance/Risk  Managem ent Fina liz e c aptive program design Fina l docum ented des ign

11 IMP LEM ENTATION Legal/Ris k M anagem ent

Disc us s  im plementation iss ues  wi th outs ide 
legal  c ouns el and any  other im pac ted th ird  
parties . M eeting with  Cons ultants

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� E NG AG E  BU S I N E S S  P AR T NE R S
� Broker
� Accountants
� Actuary
� Captive Manager
� Legal Counsel
� Bank

� F I N A L I Z E  O W N E R S HI P  S T R U C T U R E

� F I N A L I Z E  C A P T I V E  P R O G R A M  D E S I G N

� C O N F I R M  N A M E  AV A I L A B I L I T Y

� S E L E C T  B O A R D  O F  D I R E C T O R S  A N D O F F I C E R S

� C O M P L E T E  B I O G R A P H I C A L  A F F I D AV I T S  F O R  D & O S

� C O M P L E T E  B I O G R A P H I C A L  A F F I D AV I T S  F O R  S E R V I C E  P R O V I D E R S

� D R AF T,  R E V I E W  &  F I N A L I Z E  AR T I C L E S  O F  I N C O R P O R AT I O N

� D R AF T,  R E V I E W  &  F I N A L I Z E  B Y - L AW S

It makes sense, now what?
38
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� F I L E  F O RM  S S - 4  ( E I N)  

� D RA FT  P OL I C I E S  A ND  S AF E T Y  M AN UA L  

� F I NA L IZ E  P R E M I UM S  AN D R E S E R V E S

� P R E P AR AT IO N  O F  B US I N E S S  P L AN

� R E V I E W  L I S T  O F  NE X US  CR E AT I NG  A CT I V I T I E S
� P AR T NE R  R E V I E W  AN D A P P R O VA L  O F  BU S I NE S S  P L A N

� S U BM I S S IO N  O F  B US I N E S S  P L AN  T O  IN S U RA NC E  C O M M I S S I O N E R

� P R E S E N TAT I O N  O F  BU S I NE S S  P L A N T O  I NS UR AN CE  CO M M I S S I O NE R

� T H IR D P A RT Y  R E V I E W  O F  B US I N E S S  P L AN / RE S P O NS E  T O  Q UE S T IO N S

� C AP I TA L I Z E  C AP T I V E

� I S S U E  C AP T I V E  S T O CK  T O  S HA RE H O L DE R S
� D E V E L O P  P R E M I U M  N O T IC E S

� P AY M E N T  O F  P RE M IU M S

� H OL D  F I RS T  S HAR E H O L DE R  AN D  BO AR D O F  DI RE C T O R M E E T I NG  IN  

D OM IC I L E

It makes sense, now what?
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.
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Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� W E  H AVE  C OM M E N C ED  C OV ER A GE  F OR  A SE C ON D  R OL L IN G 
C C IP  I N  P R OV ID E N C E.

� L O SS  A CT I V IT Y  ON  A  F U L LY D E VE L OP ED  B AS IS  IS  R U N N I N G 
AT  2 5%  O F  E XC E P T ED  L OS SE S .

� P R OV ID E N C E SE T T L E D I T S F IR S T  SU B GU AR D  C L A IM .
� W I T H  T H E E XC E PT I ON  OF  SU R E T Y AN D  M A N A GE M EN T  

L I AB I L IT Y,  P R OV I DE N C E  I S N OW  A PP R OV E D T O  P R OV ID E  
D E D U C TI B L E  “B U Y  D O W N ” I N SU R A N C E  I N  T H E  M OS S 
P OR T F O L IO .

� P R OV ID E N C E H AS  SU C C E SS F U L LY  P R OV ID E D  B U I L D E RS  
R I SK  “B U Y D OW N ” C OV ER A GE  F OR  T W O PR O JE C T S .

� P R OV ID E N C E IS  AP P R OV ED  T O P R OV ID E  A W OR K I N G L IN E  
O F  C R E D IT  F OR  T H E C ON S T R U C T IO N  C OM PA N Y.

What have we done since 2006?
41

Sta tements  co ncerni ng tax  or  accounting  matt ers  sh ould  be understood  to  be  genera l observat ion s based  so lely on our ex perienc e a nd shou ld no t be  re lied upon as t ax o r 
account ing ad vice, which  we are  no t au tho riz ed t o p rovide .  All s uch  ma tters should be rev iewed with  your own  qualifi ed tax, account ing , an d l egal advi sors.

Statements concerning tax or accounti ng matters shoul d be understood to be general observati ons based solely on our experi ence and should 
not be relied upon as tax or accounting advice,  which we are not authoriz ed to provi de.  Al l such matters should be reviewed w ith your own 
qualified tax,  accounting, and legal  advisors.

� REL ATIO NSHIPS  MATT ER

� T RANSPAR EN CY OF TH E PR OCESS

� AC CU RA CY OF ASSUM PTION S

� BU SINESS OR IEN TATION  OF  AC TU ARY

� IRS  TAX PR OVIS ION S

Reflections on the process?
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