relatively static as d
captive domicile for

recent activity from
Asiat is bringing it back
info the limelight

B Gocivin BrEish

t E ™ he Asia-Pacific region "seems
to have been bereft of any real
captive hub since Singapore's

incorporations .started :dwindling »in

2004/05, possibly as a result of maturing

captive markets in Japan and Australia.

Howevey, with incorporations apparently

pickirig up again in Singapore and other

domiciles making a concerted effort to

target the Japanése, Malaysian and, po-
tentially, Chinese markets it seems that

. competition may have truly re-entered -

the Asia-Pacific captive market.
Elsewhere in the region, New Zealand
a1d Vanuatu have also made names for
es as captive domiciles. How-
w Zealand's respectable dutch
s might not extend past the
rket if the current draft of
gulation dogs not provide
] .guidelines for for:
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some years now; but

ransoil;

- market slowed las

Pan
Manag! F

expects a possible 10% growth in'Singa-
pore's captive numbers in 2010/11, de-

spite some natural wastage of captives in.
ran-off; “We'te incorporating three cap~ " ‘-
tives at the moment and [ think we will -

probably have acouple that Will ruin-0ff
and will be wound up this yeay” he says.
Pannuzzo adds: “The encouraging sign

“Marsh appears to be geiting captive en-
quiries from across the region - Australia,
Hong Kong, Japan, Malaysia, Singapore,

“Taiwah, Thailand - and from a range of

waditional pure captive prospects in the
energy, healthcare, mining, construction,
transportation and chermicals industries.

Bright future

Although captive growth in the Singapore
t year relati 4
N

preceding years
mistic about the

becavse you m
which Is ifficu

N

ho have previously
ymiciling in Switzerland, as
ore domiciles are blacklisted

“tives ~and th

rnainiand |
mium is very low, but you have got more
Chinese companies expanding abroad.”

The value of the captive for such pros-
pects, he says, is therefore in insuring
non-Chinese risks rather than opera-
tions on the mainland. “A few years back
we had a lot of interest but nothing hap-
pened. Now we are doing mare feasibllity
studies and setting up [captives),” Koep-
fer adds,

Marsh's Pannuzzo says that while the
company has a few Chinese-owned cap-
tives under qnanagement, it is iargely a
question of :ownership by default. “For
example, if a Chinese conglomerate has
ived adarge mining company in Aus-

ta U

reinsurance. It does not mean it can't be
done, but there's still a lot of discussion
that has to go on.”

Aon's Koepfer adds Korea, the Philip-
pines and Hong Kong to the list of pro-
spective client countries, “Japan is differ-
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Singapqre .

ent because it is a very mature market,”
he says. “We do a lot in Japan but they
would typically not domicile in Singapore
because of tax reasons, They weitld go to
I-Idwau, Switzerland, Sweden and M:cm-
nesia as an upcoming domicile”
Aon notonly has a captive management
presence in the Federated States of Micro-
nesia (FSM) but has also licensed its first
captive there for a “big }apanese chent
It also manages one captive in Lab
collaboration with a local partrier

The company maintains a presence in -

New Zealand and Australia, but

Is not optimistic about the poientgat for

growth in these Junsdactxons “I

with regard to the legislation, -'1
doesn’t help,” he says.

New horizons Crn
New Zealand seems determined not to be
outdone, howeve:r, having licensed one
new captive in 2010, Umson Insurance,
and recelved “nurnerous enquiries” from
Australia, Japan, New Zealand and some
Pacific Islands, according to Peter Lowe,
president of the New Zealand Captive In-
Surance Assaclation (NZCIA) and practice
leader of Willis Risk Solutions.

NZCIA's aspirations for the New Zea-
land captive sector are ambitious ~ it sees
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. Australia

the dornicile as a credible competitor to E MI R.

Singapore and Labuan for overall Asia-
Pacific business, “Growth in the past three
years has far ‘exceeded Singapore.and
Labuan. In the past three years 10 new
captives have been added in New Ze:a~
land,” says Lowe.

es™ Hollowing recent regulatory
he Insurance (Prudcntzai Su-

) § 'wiewed by some people
wokag in he captive market as a po-
tentidl brake on the jurisdiction’s captive
growth, Lowe is upbeat about the likely
outcome, *This bill is expected to clarify
the rules and regulations arcund captives
and further the development of the in-
dustry in New Zealand,” he says,

Vanuai

B A B P B R S A e

Whﬂe Lowe concedes that the mamstay,

il
O, W o

5 FSM also
for its

pl
simcfure, aswell as pfovisions for issu-
ing caplive monagement licences.

‘Under the FSM capflive law, MCCs
ore described os one of more
corporations who are organised,
of have the intent to organise, as ¢
group of corporate captive insur
ance companlas.

So far, the FSM has managed fo
tempt Acon Insurance Managers to
sot up an office Inthe reglon so It
cah tap Inde the Japanese caplive
market, as well as the Japanese-
owned Micronasia nsurance Man-
agement Company.
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. & £ New Zealand’s
R captive growth
24 the past
‘three years has
farexceeded
.- Singapore and
Labuan®

i Hong Kong
R e Captlves: 2
...... Captive premium: HK$582m approx
Iy a cell captive market Captlve tax rate: 16.5% on profit :
ingapore] has missed Mintmum capifalisalion/surplus:

ink there are still HK$2m
es that are struc- Hcence fee: HK$22,600

Labuan.

1 Caplives: 30

.f Caplive premium: $3.8m dpprox

:Capilve fax rate: 3% of net profits or

. ‘Rii20,000 .

-] Q-year tak e ol eiER- i um capitalisation/surplus:
panded further,” he says. “They need to Pure/group — RM300,000; rent-ci-
signal to the markét whether thatis going capiive (RAC) =RMS500,000 .-
to.continye ormot? T o s Aleence fees: Pure/group ~
+» Pannuzzo beliéves a Jicensing -regime : 0; resster RAC - RMI3,000;

- more.in lineiith that of Bermuda would Y. RACRM3000 . ¢
ald Singapore’s ;captive market -expan- AN

Tegulalon” say: 0. “The tor
wants to attract captives but at the mo-
ment the tax authorities are not providing
any tax concessions for captivés.” 7|

Singapore could also use a few tweaks  sion, ‘sending -’ serious ‘message to all | New Zedland
if it s to Capitalise onl its existing ¢apiive  domiciles. “It doest’t have to go as faras | Capllves: 24 . . :
base. Both Koepfer and Pannuzzo ate  different classes for traditional captives, Capiive premivm: Not disclosed
keen on the prospect of protected cell  those writing unrelated  party risk and Captive tox rate: 30%
company (PCC) legislation béing intro-  third party captives, but 1 think it needs | :Minimum caplialisalion/surplus:
duced but discussions at a regulatory and  to be seen to be doing something to show - $500,000.. .
legislative level ‘oni that issue appedt to  thatweare continuing to develop the cap- Licence fee: $1.000 . - : .
have stalied. - : . tive landscape here,* he says: {83 .. - G o &
i : -Singapore
g Caplives: 63
§ Captlve premiym: $747.1m
Labuan, which recently overhauled its finonciol services legisiation, adding provi- .1 Caplive tax rate: Caplive faxex-
slons for licensing protected cell companies within ffs insurance act, has made -} .empiion available on application
an effort 1o jurn itself into the pre-eminent captive domicile forthe Asia-Pacific Minfrmum caplialisciion/surplus: Nof
region and even has plans fo be o gk}bof ployer. « - .« - oo . less thon $400.000
It has a long way to go 1o catch Singapore, but the enactment of iis new laws Licence fee: $5,000
on 11 February will have given the domiciie grectercredibiiify by formafising the
separation of the reguiatar, the Labuan Finoncial Sgrvices Authority (Labuon FSA}, Vanualy..,
ond promotional body, the Labuan Internationat Business and Fnanclal Cenire ¢ :
{Labuan 1BFC). Labuan FSA {formeriy the Labuan Offshore Financlal Services L
Authority) has also moved out from under ditect contral of the Ministry of Finance, G .
with licensing power being devolved fo the insurance regulator. Min n/surplys:
The jurisdiction is hoping fo atiract insurance business from the Chinese main- | Bl 0,000; fife/ ;
1and. The Labuan BFC also has plans to set up on office in Ching in the mid4erm. - $250,000
The Labuan IBFC has received approval from the Shariah Advisory Councll . yatiors-annual ;
{SAC]) of the Labuan FSA forits proposal for takaful {sharioh-compliont} captives, . :
putting It ahead of Its potentiat rivals among the Middle East captive domiclles.:.«-
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tis a collision course: nursing homes
take on sicker patients to meet chal-
lenging financial goals, while tradi-

£ tional insurers respond to a soft mar-
ket hy offering frrational premiums, What's
a captive to do? For starters, re-examine
underwriting tools. It is relatively easy for
an underwriter to differentiate facilities
with the highest risk from those with the
lowest sk, Real rewards, however, abound
with the ability to confidently sort cut those
facilities that fall in the middle. While it is
not always easy to separate the goed, the
bad and the Iucky, it is possible to perform
a move refined analysis with a high level of
certainty. To accomphish this task reqmres
cyitical insight and 2 new perspective ont
what constitutes actual risk.

Traditlonal underwriing analysis

The big five risks are no mystery: elope-
ment, pressure ulces; falls, neglect, and
wrongful death, While every nursing home
strives 1o minimise these risks, incidents
still occur To minimise exposure, insurers
assess facilities based on past-loss history,
geography, staffing levels, and other broad
outcornes measurements. Too often, this
limited scope produces premiums that over
charge the best risks, while offering the
worst risks a bargain rate, In fact, thereisa
10-fold increase in the costs associated with
the best and the worst facilities. Such a wide
gap is difficult to cover with higher premi-
ums, so the necessary pricing adjustments
for high risk are never severe encugh.

Astep beyond

Amore sophisticated analysis can as-

sist captlves in separating the ‘tow risk’
from the fust plain lucky’. Start with 2
broadened investigation lovking at critical
indirect measures that, collectively, speak
volumes about the quality of care provided.
For example:

WWW.CAPTIVEREVIEW.COM

| Mary Chmielowiec of PointRight tels medical caplives to rethink their under-
wiifing policies if they wont fo remcun competitive in foday’s uncertain market

*  Pneumonia immunisation rates.
Universal hest practice is for 100%
of all residents to be tmmunised. If |
immunisation rates aze too low, what
other best practices are not followed?

*  Fain management, Most resi
experience pain. Is pain being
documented, measured and treated?

Nothing upsets a family more tha,n e :

unmanaged pain.

*+  Tercentage of residents wnh advanccd '

directives, Many Icng—szay re51den:s
Lare nearmg the end of !hezr hfe Is

e falls  evenly across all facilities. In fact,
" ‘the reahty proves to the contrary: a farge

s!ahstzcall}f s:gmﬁczmt correlauon to

higher risk when employee and family

survey response rates are low.
Also, look for evidence of a culture that
SUpROTLs Open and honest dialogue. While
difficuit to measure, collaboration and dia-
logue betiveen the certified nursing assistant
(CNAY, regxstered murse (RN), resident, fam-
ily and facility leadership provide an impor-
tant ]a)'m of protectzozz against future risk,

Advantages of analytical fools
Remember, adverse events are not akways
the result of neghgence Even the hest
facilities experience claims. That being
said, with access to more sophisticated

. With access to more sophisticated
underwiiting tools, captives can
achieve lower loss ratios by -
nghT»-pncnng preml ms’

unéenmtmg tools capt
Tower loss ratips by righ
and conﬁdend \

c:hues." that
he Teje _,,cd on the basis
y OF past loss expenence :

Isk v versus win - -
53 fallacy to assume that risk, like rain,

component of risk is predictable. Unfor-
tunately, the nuances that differentiate the
‘truly good’ facilities from the §ust lucky’
g0 undetected in a traditional approach

to underwriting. However, with access to
sophisticated analytical tools it is possible
to improve underwriting performance and
differentiate your captive in today's increas-
ingly competitive insurance market. (53
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