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INTRODUCTION
Strategic Risk Solutions (SRS) is publishing this

the report was provided by domicile regulators from

white paper for the beneﬁt of clients and partners

the domiciles in which SRS operates. It is not an

to provide information on the major trends affecting

exhaustive analysis of all captive domiciles worldwide.

the captive insurance industry and developments

The material presented in this report was the subject

that occurred in the industry in calendar year 2021.

of our webinar: Captive Insurance – The State of the

Unless indicated otherwise, the data presented in

Market, held on Wednesday February 23, 2022.
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SCOPE OF CAPTIVE
INSURANCE MARKET
In looking at the size of the captive insurance market, it is
important to deﬁne what we mean by a captive and what
the market includes. We deﬁne a captive as any entity
operating under a captive insurance statute. This includes
pure captives underwriting their own parent company risk
to structures that are writing third party risk, such as agency
captives. It also includes cell facilities (sponsored captives,
protected cell companies, incorporated cell companies,
segregated accounts companies, and series captives) as well
as the cells within those facilities. It does not include
special purpose vehicles or commercial insurers or reinsurers.

INDUSTRY ANALYSIS
The captive insurance industry is a mature market which has
evolved to respond to different opportunities in different
sectors of the market. Originally created as a means for an
organization to insure its own risk, there has been an expansion
in the use of captives to different coverages and different
sized organizations. Innovation has led to different structures
including groups and cells, as well as uses beyond the
parent organization’s own risk.

Total Captives Worldwide

3.7%

2.5%

Increase from 4,951 to 6,851

Decrease from 6,851 to 6,027

compound annual growth rate
from 2006-2015

compound annual decline
from 2015-2020

Source: Business Insurance

The result has been a very resilient market over the past 15
years with the industry showing steady growth of over 3.7% per
year in the number of captives from 2006 to 2015. This was
occurring during a soft commercial property & casualty
insurance market with growth being driven by small captives
taking the 831(b) election and to some degree the use of captives
in medical stop loss programs. From 2015 to 2020, we have seen
a downturn in the number of captives at a rate of approximately
2.5% per year. This has been the result in part of increased
scrutiny and reporting requirements being placed on

small captives from the IRS. This led to a decline in the number of
formations and an increase in closures. It should be noted that this
analysis only focuses on captive numbers. The same period has
experienced a signiﬁcant expansion in the availability of different
cell captive facilities. More domiciles have passed cell captive
legislation and different structures have evolved to provide better
segregation of risk. As a result there has been an increase in the
use of cells which has offset the decline in the number of
standalone captives.
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SECTOR ANALYSIS
Heading into 2021, we were bullish about captives as the
conditions in most of the sectors of the market were
positive for captive growth. We predicted that the market
would reverse course and see a growth in captive numbers
during 2021. This prediction proved to be accurate with
captive numbers up by 2.9% for 2021 and total risk bearing
entities (captives and cells) up by 5.5%. Formations of both
captives and cells were higher and closures were lower.
* Bermuda and Cayman, two of the leading domiciles for cells, do not
currently report ofﬁcial ﬁgures for the number of cells and are not include
in this total. SRS estimates there are at least 2,500 active cells between
Bermuda and Cayman, bringing the total number of risk bearing captive
entities above 10,000 worldwide.

2.9%

5.5%

26.2%

28.0%

31.2%

24.5%

Total Captives
(SRS domiciles only)

Total Risk Bearing Entities
(Captives + Cells)

Formations –
Risk Bearing Entities

Formations –
Captives

Closures –
Risk Bearing Entities

Closures –
Captives

SECTOR ANALYSIS
Most sectors of the captive insurance industry experienced favorable growth conditions during 2021. Only small captives and captives
requiring ERISA approval faced headwinds. Afﬁnity programs and entrepreneurial uses remained consistent.

PROPERTY & CASUALTY
PURE CAPTIVES
The hardening of the commercial property & casualty
insurance market has seen a resurgence in the traditional
use of captives, taking a layer of their parent organization’s
property & casualty risk.

Exhibit A: Q3 Premium Rate Increases

Cyber

27.6%

D&O Liability

13.6%

Umbrella Liability

16.9%

Medical Malpractice

Commercial premium rates have continued to increase through
the year and we have now been experiencing two years of rising
premiums. This is fueling a strong demand for captives, both new
formations and expansion in the use of existing captives.

5.0%

General Liability
6.3%

Commercial Property
10.3%

Workers Compensation
Commercial Auto

- 0.3%
7.4%

Exhibit A shows premium rate increases by line for the last two years.
The strongest demand for captives is being seen in the lines that are
most distressed, although some of these lines tend not to be the best suited to captive use. Low frequency, high severity coverages such as
umbrella liability and cyber liability require relatively high capitalization to protect against volatility. Directors & Ofﬁcers coverages also face
structural challenges around Side A coverage. For existing captives with higher levels of retained surplus, taking higher limits in the captive
and providing coverage in low frequency, high severity lines has allowed the captive to put under-utilized capital to work.
Professional lines are seeing increased captive usage both for medical malpractice and other errors & ommissions coverages and property risk
is increasingly being written in captives.
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GROUP CAPTIVES

Exibit B: P&C Group Captive Growth
SRS Client Index

Group captive activity is closely correlated with the
premium rates in the commercial market with use
and interest increasing in hard markets. There has
been strong growth in the use of group captives over
the past two years. This has mainly been among existing
facilities. Due to concerns over risk sharing, group
captives are notoriously difﬁcult to start but we have
seen some new formation activity.
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269

230
180

179

130

Exhibit B shows the growth of premiums and members
for a select group of SRS group captive clients. We have
tracked this group since 2012 as an index with premium
and members set to a starting value of 100 in 2012.
Premiums have increased by 11.6% annually over that
period with a 17% annual increase in the last two years.
Members have increased at 6.7% per year over the nine
years and 9.7% annually in the last two years.
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RISK RETENTION GROUPS
One sector that saw a noticeable turn-around in 2021 was Risk Retention Groups (RRGs). Twenty-six RRGs were formed in 2021 with four
closures. These were the highest level of formation activity and net increase in RRG numbers since 2007. There were a total of 236 active
RRGs at the end of 2021. The last major surge in RRG growth was in the hard market of 2003-2007 with numbers gradually decreasing since
2008 until this year.

Exhibit C: RRG, Formations, and Retirements
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Growth has been seen mainly in healthcare and transportation which are traditionally strong industries for RRG utilization. Healthcare
RRGs included companies sponsored by medical malpractice insurance companies, long term care facilities, and physician groups.
Transportation RRGs included formations serving trucking companies and commercial vehicle operators. There was a high concentration
of formations in southern domiciles with South Carolina forming ten RRGs and Alabama eight.
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CELLS AND SERIES
Cells and series have been growing as a percentage of
the overall risk bearing entities in the captive industry.
Additional ﬂexibility in structures, speed of formation
and closure, and the ease of operation have made cells an
attractive option to forming a standalone captive. Across
SRS domiciles, cells increased by 265 or 10.9%, excluding
Bermuda and Cayman, two of the major domiciles for
cells as they have not reported ﬁgures for all cell structures
for 2021. Like standalone captives, formations of cells
were higher than 2020 and closures were down.

Exhibit D: Growth in Total Captive Cells

12.0 %

10.9%

10.0%
8.0%
5.6%

6.0%
4.0%

3.3%
1.1%

2.0%
0.0%
-2.0%

Excluding Bermuda and Cayman, cell activity was
concentrated in four domiciles all in the US: North Carolina,
Vermont, Tennessee, and Delaware.

-0.9%
2017

2018

2019

2020

With the popularity of the cell structure and increased
interest in captive programs, we are seeing insurance
companies and brokers setting up their own cell facilities
as a service to their clients.

North Carolina

* Vermont

Delaware

Tennessee

Total
667

Total
485

Total
466

Total
341

New
157

New
100

New
45

New
65

Closures
29

Closures
10

Closures
104

Closures
35

Change
+128

Change
+90

Change
-59

Change
+30

* SRS Estimate. Vermont is ﬁnalizing ﬁgures for cells including separate accounts.

2021
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AGENCY CAPTIVES
This structure allows for a service provider, usually an
insurance agent , managing general agent (MGA), or
underwriter to set up a captive and take risk on the
programs that it is underwriting or broking. It is most
common for program business where the agent is
underwriting on behalf of a program carrier. Having
the agent take a portion of the risk in an agency
captive aligns interest between the MGA and the
program carrier.
SRS is seeing strong interest in this captive structure,
with several formations in 2021. We are seeing Insurtech
companies and other non-traditional agencies entering
the market. These may include companies with unique
underwriting algorithms or distribution approaches
who are interested in sharing in the underwriting
results from the use of these new technologies. The
on-going hard market and higher premium rates are
attracting new entrants into the industry.

MSL AND EMPLOYEE BENEFITS
Health insurance continues to be a challenge for
employers, particularly small to mid-size employers.
Medical stop loss (MSL) captives, particularly group
captives provide options to smaller employers
including the ability to gain greater control over their
healthcare costs. We have seen strong growth in these
programs in the past ﬁve years and this continued into
2021. Growth was seen in existing programs and new
formations. For MSL captive programs managed by
SRS, we have seen an increase in premiums of $180
million in the period 2017-2021 representing a
compound annual growth rate of 23.8%. The number
of employers participating in these programs has
increased at an annual rate of 17.9% with an additional
667 employers joining these programs in that period.

Although there has been competition for captive
capital with property & casualty lines in 2020 and
2021, we continue to see single parent captives
taking a layer of their parent organizations’ MSL risk.
Outside of medical risk, captives are beginning to be
used for voluntary beneﬁts. With low loss ratios,
voluntary beneﬁts present an opportunity for captives
to provide greater value to both employers and
employees than traditional programs. Captive programs
for ERISA beneﬁts that require Department of Labor
(DOL) approval have largely stalled after the DOL
withdrew its Expedition Process (ExPro) for these
programs in 2018. There was no change to that
situation in 2021.

SRS Managed MSL Group Captives

+ 667

new employers from 2017 - 2021

+ $180M

growth in premiums 2017 - 2021
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SMALL CAPTIVES

UNITED STATES DOMICILES

Captives taking the 831(b) election or small captives is
the one sector of the captive industry that is currently
facing strong headwinds. The IRS is still heavily focused
on this sector with concerns over the potential abuse of
the election. Over the past few years, IRS action has
included small captives being placed on the dirty dozen
list, increased reporting requirements through form
8886, blanket IRS settlement offers and the pursuit of
cases through the courts.

US domiciles saw captive numbers increase by 3.2% in 2021.
These domiciles have been affected by the clean-up of the
small captives market, but there has also been growth in the
use of captives for MSL, afﬁnity programs, and agency captives.
These continued to beneﬁt US domiciles, but the primary driver
of growth in captives in 2021 was from traditional property
& casualty uses in response to the hard market.

This has resulted in a clean-up of the small captive market
with closures and a lot fewer formations. Remaining small
captives tend to have a good fact pattern supporting the
election. In 2021, we began to see the end of this cleaning
up period with fewer closures. The small number of court
cases that have been heard have not yet established clear
guidelines and precedent on the use of the 831(b) election.
Early cases have seen IRS victories and these continued
into 2021, although this year did see some favorable
results for the taxpayer and advisors in the CIC Services
case and Puglisi Egg Farms case and where the IRS
conceded before going to court.

US domiciles have also beneﬁted from the trend to redomicile
with some internationally domiciled captives relocating to the
US. The increase in the number of domicile choices in the US as
well as additional compliance requirements in the international
domiciles are creating some pressures to redomicile to the US.
Home state captive regulations and the imposition of self
procurement or surplus lines taxes on out of state captives has
led to some redomiciling to home states from other US domiciles
as well as from international domiciles. Travel restrictions as a
result of the Covid-19 pandemic have also added to reasons to
redomicile. A redomiciliation typically involves a closure in the
old domicile and a formation in the new impacting the activity
numbers reported in both domiciles.

Exhibit E: Growth in US Captives

DOMICILE ANALYSIS

4.0%

We break our domicile analysis down into three regions:
United States domiciles, international domiciles of
Barbados, Bermuda, and the Cayman Islands, and
European domiciles, both European Union (EU) and
non EU domiciles.

2.0%

The industry is dominated by several mature captive
domiciles: Bermuda and the Cayman Islands internationally,
Vermont in the US, and Guernsey and Luxembourg in
Europe. As well as having the largest overall number of
captives, mature established domiciles tend to see the
most activity (both formations and closures) as they
have the regulatory infrastructure and service providers
to support captives. So it proved in 2021.

3.2%

3.0%

1.0%

0.7%

0.0%
-1.0%

-0.6%
-1.1%

-2.0%
2017

2018

-1.5%

2019

2020
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VERMONT

589

TOTAL CAPTIVES

NORTH CAROLINA

+31
CHANGE

257

+10
CHANGE

TOTAL CAPTIVES

Vermont continues to lead US domiciles and had another
strong year in 2021 with 45 new captives licensed. Cell
activity is also strong in Vermont with approximately 370
cells and an additional 115 separate accounts. Vermont
is in the process of completing a reconciliation of its cell
and separate account numbers which will be reported in
its annual report due to be published mid-year.

North Carolina is rapidly establishing itself as a major US
domicile behind Vermont. It has been particularly active in
cell formations and reports seeing business owners appreciating
the “one stop shop” and cost efﬁciencies offered by protected
cell and series structures. The domicile will be going through
a transition in leadership with Debbie Walker, who has overseen
the captive program at the Department of Insurance, retiring
in March 2022, although we expect North Carolina to continue
to be an attractive domicile for captives and cells.

UTAH

DELAWARE

342
TOTAL CAPTIVES

-12
CHANGE

293
TOTAL CAPTIVES

+3
CHANGE

Utah saw the highest number of new formations and
closures of any domicile worldwide. The closures we
believe are the result of the clean-up of the small
captives market, but Utah is still seeing strong interest in
captives. The 52 new formations were the highest Utah
has reported since 2015. The domicile reported strong
utilization in existing captives with captive premiums at
a record high. Utah also reported strong interest in
captives among government, municipality, and school
related entities.

Delaware uses it series law as the basis for cell captive structures
and this proved very popular when the market was expanding.
The domicile is now seeing a decline in series captives with the
clean-up of the small captive market. However, it remains a
strong domicile and saw a net increase in the number of
standalone captives in 2021.

OTHER STATES

HAWAII

In Tennessee, cells (341) exceed standalone captives (154)
by more than two to one. This pattern continued in 2021
with growth in cells exceeding growth in captives. Tennessee
also reports seeing business plan changes in 2021 as
captive owners look to utilize their captive to cover a
wider range of risks.
Among the other domiciles, Texas and Connecticut which
have both encouraged home state domestication, saw solid
growth in response to the hard market. These domiciles
have established strong regulatory environments and
infrastructure to support captives and beneﬁted from the
increased activity in 2021. Both of these domiciles are
anticipating increased growth in 2022 and are reporting
strong formation activity in January and February 2022.
Alabama passed new captive legislation and was buoyed
by several RRG formations. South Carolina also saw
strong growth, especially among RRGs.

251

TOTAL CAPTIVES

TEXAS

+9
CHANGE

66

TOTAL CAPTIVES

+7
CHANGE

SOUTH CAROLINA

CONNECTICUT

167

35

TOTAL CAPTIVES

+15
CHANGE

ARIZONA

144

TOTAL CAPTIVES

TOTAL CAPTIVES

+13
CHANGE

ALABAMA

+18
CHANGE

TENNESSEE

144

TOTAL CAPTIVES

+18
CHANGE

58

TOTAL CAPTIVES

+12
CHANGE
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INTERNATIONAL DOMICILES
International domiciles had seen declining captive numbers
over the past four years, but rebounded with a strong 3.1%
increase in 2021. Like the global picture, formations were
up and closures were down. Activity though was signiﬁcantly
lower than US domiciles.
Barbados, Bermuda, and Cayman are all seeing increased
compliance requirements, such as economic substance,
stricter AML and data privacy regulations. Despite these
pressures and a push for redomestication, international
domiciles are very much holding their own in new captive
formations primarily due to the hard market with growth
experienced in existing captives and cells.

BARBADOS

308
TOTAL CAPTIVES

Exhibit F: Growth in International Captives
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BERMUDA

+24
CHANGE

Barbados had a very strong year in 2021 with 34 new
formations and net growth of 24 captives. Historically,
Barbados has been a domicile for Canadian owned
captives due to tax treaties between the countries.
Canadian sourced business remains strong with 16
formations in 2021 and represents 50% of Barbados
captives. LATAM sourced captives have also been
increasing with 11 formations in 2021. Most of the
gains have been attributed to the Mexico‐Barbados
double taxation agreement.

697
TOTAL CAPTIVES

+17
CHANGE

Bermuda had 17 new captive formations in 2021, up from 2020
(12). Interest has been driven by the hard commercial market.
Bermuda is generally seen as the oldest captive domicile and
attracts captives owned by organizations worldwide often
multinationals with larger captives. In 2021, the domicile
continued to see signiﬁcant interest in larger more complex
captives writing global programs. The strong regulatory
environment along with the on island expertise enabled
Bermuda captive owners to take a broader look at what their
captives can be used for. Bermuda is also home to a major
commercial reinsurance industry and this sector was very
active in 2021 with 47 new commercial insurers and Special
Purpose Insurers licensed in 2021.

CAYMAN

661

TOTAL CAPTIVES

+9
CHANGE

Cayman had 37 new captive formations and 28 closures in 2021, which was consistent with 2020 experience. Cayman has stopped
tracking segregated portfolios (cells) although we believe there are more than 600 active cells in Cayman. The domicile also has a
portfolio insurance company (PIC) structure which allows a segregated portfolio company to incorporate one or more of its cells.
Introduced in 2015, Cayman has 43 PICs with 6 licensed in 2021. Total premium increased by 11% from $20.6 billion to $23.1 billion.
Cayman reports seeing less pure captive formations and more commercially oriented ventures, including interest from MGAs setting
up operations to leverage their client base.
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EUROPEAN DOMICILES
European domiciles saw only a modest increase in captive
numbers in 2021, although reversed a consistent decline
over the prior four years.
The deﬁnition of captives in Europe is narrow typically
referring only to pure captives insuring the risks of their
parent organizations. The market is split between domiciles
that are within the EU and those that are
outside the EU.

Exhibit G: Growth in International Captives
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-1
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Luxembourg is the leading onshore EU domicile. It is a
mature and stable domicile and representative of the EU
domiciles. It attracts larger captives typically owned by
large European multinationals. Luxembourg saw 20 new
captive formations but also 21 closures. New captives
were motivated by ﬁrst time, mid sized owners, and Brexiters
(EU access post UK departure). Some of the older captives
that may have been tax oriented and undersized closed
during the year. Other EU domiciles include Ireland, Malta,
Sweden, Netherlands and Switzerland.

IRELAND

68

TOTAL CAPTIVES

+1

CHANGE

MALTA

26

24

-

CHANGE

-2.0%

2019

2020

2021

+4
CHANGE

Guernsey is the leading offshore or non-EU domicile in Europe.
It sources a lot of its captives from the United Kingdom. Guernsey
saw positive net growth in 2021 for the ﬁrst time in a decade. The
growth was focused in cells, many of which write as much business
as standalone captives. Utilization was driven by ﬁnancial lines,
Directors & Ofﬁcers liability and property & casualty generally.
Other offshore European domiciles include the Isle of Man, and Jersey.

SWITZERLAND
TOTAL CAPTIVES

2018

-2.0%

TOTAL CAPTIVES

+1

CHANGE
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SRS EXPERIENCE
SRS experienced a strong year in 2021. We saw an increase in
captives under management of 26, which included 36 new captive
formations and 15 takeovers with 25 closures or terminations.
The number of cells within facilities managed by SRS increased
by 74. We also saw an expansion in the use of the captives we
manage with new lines of coverage being underwritten and limits
increased. This was consistent with the trends reported in the
rest of the market. We continue to see a record number of
feasibility studies. Many are in response to the hard property
and casualty insurance market, but we are also seeing a growing
number of studies for agency captives and on-going interest in
medical stop loss captives. To manage the growth, SRS increased
its staff numbers by 29.8% during 2021 which includes provision
for further expansion in 2022. New formation activity was
strongest in the US, but growth was experienced across all our
locations including strong growth within our recently launched
European captive management business.

Exhibit H: SRS Clients and Staff

OUTLOOK FOR 2022
The current positive trends for captive utilization and formation
we expect to continue through 2022. This should lead to an
increase in captive and cell numbers in the coming year and
greater utilization of captives. We do expect that there will be
some ﬂattening of premium rates by the end of the year, but this
should not slow captive use.
Premium rates are already elevated to a level that supports
captive utilization as an alternative to commercial insurance.
Flattening at that level will continue to make captives attractive.
As conditions in the property & casualty market stabilize, we
expect a renewed focus on some of the other uses of captives
(MSL, afﬁnity programs, strategic uses) which may have taken a
back seat during the hard property & casualty market. We also
expect the trend in MGAs using captives to retain risk in the
programs to continue and potentially expand to other service
providers, such as TPAs, looking to take risk on their programs.

Challenges facing captives in 2022 will include an expanding tax
environment and increased regulation. As we come out of the
pandemic, government entities at all levels are looking at sources
of tax revenue. As licensed insurance companies, captives are a
potential target and may see more taxation initiatives similar to
the state self procurement tax programs which themselves may
be more aggressively pursued by more states. With greater
scrutiny around the world on tax havens, the call for a global
minimum tax and the imposition of black and grey lists, there will
be a continued expansion in regulation and compliance to avoid
domiciles facing restrictions. We also expect to see data privacy
regulations continue to expand and impact compliance for
captives in more domiciles including the US.
We are entering an investment environment where interest will
accrue on cash and equivalents. This will allow most captives to
accrue for a meaningful level of investment income as we move
through 2022 into 2023. More attention will be paid to the assets
that the captives are investing in to generate investment income
to support underwriting. This will also make new captives more
feasible in covering more of the captives’s administrative costs
from investment income rather than underwriting income.
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