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Editor’s Note: Last fall, Strategic Risk Solutions (SRS) and IRMI organized a corporate governance survey to 
determine what kind of corporate governance some captive insurers, risk retention groups (RRGs), and risk 
pools have in place. The survey was developed by Derick White, who is managing director of corporate gover-
nance and regulation for SRS. He has 30 years of insurance experience from the auditing, regulatory, and 
management sides. He is former deputy commissioner of Insurance for Vermont and served on several Nation-
al Association of Insurance Commissioner (NAIC) committees for both traditional and captive insurance.

Below, Mr. White provides an objective write-up of the survey findings. In a future CICR issue, he will provide 
his opinion along with further discussion of the results. Contact him at derick.white@strategicrisks.com.
Introduction

Since the failures of several entities in the 
1980s, regulatory bodies have issued a steady 
stream of standards and requirements relating 
to corporate governance, all in the hope of 
avoiding similar spectacles. For publicly traded 
companies, the Europeans issued guidelines 
requiring procedures and disclosures to be at-
tested to in their filings. The United States has 
the Sarbanes-Oxley Act, which requires chief 
officers to certify that facts and figures are 
correct. The US insurance industry, through 
the NAIC, follows the “Annual Financial Re-
porting Model Regulation,” and, just a few 
years ago, RRGs were required to adopt “Cor-
porate Governance Standards for RRGs.” 
These insurance-related model laws required 
procedures whereby companies adopt certain 
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statements of standards that should help pro-
vide an underlying structure of good corporate 
governance.

Many captive insurers and risk pools do not 
fall under the above regulatory requirements 
and wonder what the best structure of corpo-
rate governance is for their entities. RRGs, be-
ing fairly new to required standards, should be 
curious as to what other companies are doing. 
This survey, commissioned by SRS and IRMI, 
was conducted to determine what these cap-
tives, RRGs, and risk pools have in place re-
garding corporate governance. The survey 
considered the following.

• Background of the insurer, to set a base-
line of size and form



• Structure of board, to determine the size 
and other attributes

• Accountability of board with procedures 
currently in place, advancing to other 
considerations

Highlights

Most companies have given thought to corpo-
rate governance practices and have some 
standards in place, as follows.

• Most boards (44 percent) meet annually 
versus any other time period.

• Most boards (71 percent) have less than 
seven members.

• The majority (51 percent) have no stand-
ing committees.

• 68 percent have a code of ethics or con-
duct in place.

• 81 percent do not have formal succession 
plans for management and the board.
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• 59 percent do not have formal education 
requirements or offerings for the board.

Survey Demographics

The survey was made available to the industry 
through Captive.com subscribers, members of 
the Captive Insurance Companies Association, 
members of the Association of Governmental 
Risk Pools, and clients of SRS. A total of 195 
responses were received during the summer 
of 2018, with 138 respondents being a direc-
tor and/or officer and completing the entire 
survey. The majority (106 respondents com-
pleting the survey) served as a director, while 
32 served as an officer only. Exactly half (69) 
represented companies with less than $10 
million of revenue. More than half of the com-
panies had been in existence for longer than 
10 years. More than half represented single-
parent (pure) captives. The survey was 
opened to risk pools after it was drafted.

Overall, the responding directors and officers 
represented a credible slice of the overall in-
dustry with established insurers alongside 
newer companies of various sizes and forms.



Structure

This next section of the survey was designed 
to report on the overall structure of boards. 
The favored meeting period was annually over 
any other period of time. The majority of 
boards (76 percent) had 7 or fewer directors. 
Only 7 percent had over 12 directors. This 
could be expected, as single-parent captives 
frequently have less than five directors, and 
group captives, including RRGs, tend to have 
representation from all of their members, natu-
rally resulting in larger boards.
The next few questions were designed to 
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gather whether the directors have staggered 
terms and/or limits, the number of indepen-
dent directors, and the number of standing 
committees. Two-thirds (67 percent) of those 
responding indicated that they do not have 
staggered terms or term limits. This might be 
expected for single-parent captives, as the 
board may consist of the risk manager, trea-
sury, and general counsel offices; however, 
only 55 percent of those responding repre-
sented single-parent captives, meaning there 
are group captives that do not have staggered 



terms and term limits. The majority (63 per-
cent) of those responding had some indepen-
dent directors on the board. The survey re-
sults were almost evenly split (50.76 percent 
versus 49.24 percent) as to having standing 
committees, with 50.76 percent reporting no 
standing committees, while 35.6 percent re-
ported more than one committee and 13.64 
percent reported only an audit committee. Sin-
gle-parent captives typically do not have 
standing committees.
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Accountability

The final section of the survey gathered infor-
mation regarding specific governance stan-
dards that the board may have in place, such 
as how often the board discusses its busi-
ness plan, whether the board is aware of 
where the company is headed strategically, 
and whether the board has considered suc-
cession plans. Many of these attributes are 
included in recently promulgated required 
standards for commercial insurers as well as 
RRGs.

The first question in this section asked wheth-
er the company has a code of conduct or eth-
ics policy in place. Approximately two-thirds 
(68 percent) reported affirmatively, with 58 
percent requiring directors to attest to adher-
ence to the code annually. Approximately 23 
percent confirmed no ethics policy in place, 
with another 8 percent replying they were un-
aware if one existed or not.

The next question was an attempt to discover 
how detailed the reports are for the audit com-
mittee or what the board receives from man-
agement. Most captive insurance companies 
outsource the majority of their work. Captives 
with audit committees may have their own 
employed staff, which would most likely re-
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port on the audit process, but do they also re-
port on internal control and other safeguarding 
processes in place? The majority of those re-
sponding said reports are received annually.

The next two survey questions asked whether 
the board discusses its business plan and 
whether the board is aware of where the com-
pany is headed. The majority (92 percent) of 
companies do discuss the current business 
plan either informally or as a specific agenda 
item. Surprisingly, 96 percent of the compa-
nies confirmed awareness of the company’s 
strategic vision. One would assume that com-
panies would consider the current plan before 
looking forward. It was split whether the 
board discusses this annually or management 
keeps the board up to date.

Delving even further into governance, the sur-
vey asked whether a succession plan is in 
place for management and the board and 
whether the board discusses competencies 
and skills useful in considering new directors. 
The majority (81 percent) reported no formal 
succession plan in place, while 51 reported 
that the board does discuss other competen-
cies and skills useful in considering new direc-
tors, either prior to the search process or as 
candidates come forward.
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Focusing on current board members, the sur-
vey asked about formal education, whether 
the board has considered its own makeup and 
structure, and if there is an annual board and 
committee evaluation process in place. The 
majority reported that they do not have these 
items in place or have not considered their 
own makeup.

The final question asked whether the board 
meets annually with shareholders. Good gov-
ernance includes active and informed share-
holders. The majority (57 percent) reported 
that the board does meet with shareholders, 
primarily through a formal annual meeting 
with presentation and discussion.

Closing Statement

The survey indicates that most insurers have 
given thought to corporate governance and 
have at a minimum an ethics policy in place. 
Further, most reported discussing the current 
business plan at least annually and were 
aware of the insureds strategic vision. Gover-
nance procedures in place fell after that, as 
most have no formal succession plan in place, 
and the majority by just 1 percent have dis-
cussed skills needed to be a director. The next 



steps in a governance plan would be to con-
sider formal education for directors, consider 
the boards own makeup, and conduct annual 
evaluations of the board. Most reported none 
of these procedures are in place or considered. 
There is room to improve. Regulators are re-
quiring many of these items with regards to 
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Reproduced from the February 2019 issue of Captive Ins
ticle are those of the author and are not necessarily held 
purport to provide legal, accounting, or other profession
with an attorney, accountant, or other qualified adviser. 
RRGs and have verbally considered expanding 
these to other forms of captives and like in-
sureds. Boards should get ahead of the regula-
tors and put procedures in place for the sake 
of protecting themselves and the companies 
they manage.
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