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B
ermuda's captive industry began 

in the 1960s with Fred Reiss, a 

risk manager from Ohio, who 

coined the term 'captive' and ini-

tially developed the captive con-

cept. Although met with much opposition 

in both Bermuda (to preserve Bermuda's 

reputation by keeping 'funny money' off 

of its shores) and the United States (with 

the introduction of the United States Tax 

Reform Act 1962 (Tax Reform Act)), Bermu-

da's captive sector developed and thrived. 

The Tax Reform Act was designed to clamp 

down on the escape of foreign profi ts from 

current taxation and outlined the fi rst pro-

visions for the taxation of offshore US for-

eign controlled companies. 

Ironically, it could be argued that the 

Tax Reform Act created a way for Ber-

muda's nascent captive industry to grow. 

Regulations made it expensive to establish 

and operate captives in the US. Unable to 

receive insurance at home, US companies 

began to look offshore in order to self-in-

sure. At the end of the 1960s Bermuda had 

become the leading captive domicile, with 

more than 100 captives. 

Quality vs quantity and formalisation of 
licensing and oversight
Bermuda's international business sector 

has always prided itself on following a qual-

ity versus quantity philosophy and in 1971 

it was no different. Speaking of Bermuda's 

reputation at Bermuda's fi rst ever captive 

conference, Jack Lancaster, vice president 

and director of American International 

Reinsurance Co, Ltd., was reported by 

Business Insurance as saying "local gov-

ernment and others have been vigilant and 

diligent in establishing and maintaining an 

atmosphere that emphasises quality rather 

than quantity. Clearly those operating 

from these islands benefi t from the estab-

lishment and maintenance of such high 

standards".

 Lancaster also recognised the need for 

experienced management and a solid 

infrastructure in Bermuda for the captive 

sector to further develop. Bermuda took 

heed of Lancaster's words and, with the 

market rapidly expanding yet still in its 

infancy, introduced the Insurance Act 1978 

(Insurance Act) which formalised licensing 

and oversight procedures of the industry. 

The introduction of the Insurance Act was 

welcomed by industry leaders as it was seen 

to bring more accountability to a regula-

tory body. 

The Insurance Act was designed to protect 

public interest and Bermuda's image as an 

insurance centre and to increase Bermuda's 

credibility as an offshore fi nancial centre. 

1990s one-stop shopping 
Bermuda's captive sector continued to 

grow in the 1990s. The traditional insur-

ance market also grew, albeit on a consid-

erably grander scale, and the catastrophic 

events in the US, such as hurricane Andrew 

in 1992, spurred the growth of the property 

and the catastrophe insurance sector in 

Bermuda. 

Bermuda increasingly became attractive 

as a jurisdiction for existing reinsurers to 

move business to the island which in turn 

allowed captives direct access to the rein-

surance market. New entrants to the market 

were also able to rely on the critical mass of 

talent and professional expertise from the 

island's legal, accounting, banking, IT, tele-

communications and fi nancial sectors.

Today
At the end of 2016, there were 776 active 

captives registered in Bermuda writing 

$45.4bn in net premiums, holding capital of 

$74.4bn and assets of $195bn, making Ber-

muda the world's leading captive domicile. 

The Bermuda Monetary Authority 

reported that the growth of Bermuda’s cap-

tive sector was consistent with the insur-

ance market as a whole with a total of 13 

new captives being formed in 2016 with two 
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conference, Mr Bob Richards, Bermuda’s 

former deputy premier and minister of 

finance, noted that “tax is an important 

element but it’s not the only element” that 

companies consider when establishing 

operations in Bermuda. Bermuda is an 

attractive domicile due to a combination 

of its technical insurance expertise, sound 

regulatory environment and the ease at 

which legislative changes can be made, all 

of which makes the island much more than 

just a tax neutral jurisdiction.

Conclusion
Although the global political and eco-

nomic environment is in a constant state of 

change, Bermuda's captive insurance mar-

ket continues to remain resilient, effective 

and highly efficient. 

Bermuda's regulatory environment 

continues to be beneficial to the growth of 

the captive industry. In times of increased 

regulation and scrutiny for international 

financial centres, Bermuda's regulators 

have rightly bifurcated the level of reg-

ulation for captives and commercial (re)

insures and have developed a risk based 

approach to its regulatory regime. 

The regulators continue to ensure that 

Bermuda’s captive sector remains appro-

priately regulated as the multitude of 

Fortune 500 companies that operate 

captives from Bermuda expect quality 

regulatory standards. In this regard, the 

Bermuda Monetary Authority continues 

to ensure that its supervisory framework 

for captives remains aligned with the 

Insurance Core Principles of the Inter-

national Association of Insurance.

In addition to sound insurance regu-

lation, Bermuda's position and growth 

as a leading captive domicile has been 

assisted by the signing of Tax Informa-

tion Exchange Agreements (TIEAs) with 

numerous jurisdictions — to date, Bermuda 

has entered into TIEAs with more than 40 

countries. Bermuda is also party to the 

OECD Multilateral Convention on Mutual 

Assistance on Tax Matters (providing for 

the exchange of information on request) 

with all G20 countries, all OECD countries 

apart from one and all EU member states. 

As well as the island’s favourable geo-

graphical location between the east coast of 

the United States and Europe, political sta-

bility, sound infrastructure and wealth of 

intellectual capital, Bermuda offers bene-

fits to the market which are second to none 

among the offshore jurisdictions. 

As the island and the global political 

and economic landscape has experienced 

much change and uncertainty, the ques-

tion remains whether those changes will 

negatively or positively impact its cap-

tive sector. However, it is safe to say that 

Bermuda has for the past 50 years been 

committed to innovation, transparency 

and accountability to ensure that it is, and 

continues to be regarded as, a reputable 

and respected captive domicile of choice. 

Widely recognised as a blue chip offshore 

financial centre, Bermuda is committed 

to the enhancement and evolution of the 

global captive insurance market. 

from the emerging markets of Central 

and South America (including the first 

ever Chilean captive) and the remainder 

from the mature US market. During the 

first quarter of this year, a total of nine 

insurers were registered in Bermuda out 

of which three were captives.

With competition from the US from 

domiciles like Vermont, North Carolina, 

Florida and Hawaii, Bermuda's growth in 

the traditional US captive insurance mar-

ket may have reached its peak – with most 

Fortune 500 companies already self-in-

suring. However, given Bermuda's wealth 

of experience, it is able to offer more than 

just one captive programme – which other 

jurisdictions cannot.

Future – more than "just" tax
Industry analysts are patiently awaiting 

details of President Trump’s proposed tax 

reforms and the impact (if any) of Brexit on 

Bermuda's insurance industry.

President Trump's protectionist mes-

sages, especially the border adjustment 

tax, might create cause for concern to the 

industry. Given that US insurers buy much 

of their reinsurance from domiciles such 

as Bermuda, there is speculation that if the 

border adjustment tax is applied to foreign 

reinsurance, foreign reinsurance would be 

less attractive and thus could have a nega-

tive effect on Bermuda.

However, Bermuda's experience places 

it in an enviable position to capitalise on 

these global changes and new challenges; 

whether providing cyber-security risk 

solutions, developing Fintech and Insure-

tech solutions or insuring political risk or 

pension plans, Bermuda provides more 

benefits for insurers and reinsurers than 

simply tax efficiency. 

Speaking during an interview at a Risk 

“Bermuda's regulatory 
environment continues 
to be beneficial to the 
growth of the captive 

industry” 


