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Session Description

2023

This session will highlight the various ways captive owners
are maximizing the utilization of their captive by accessing
the accumulated equity within their company. Key points of
discussion will include when and how to access captive
equity, approaching tax and or accounting considerations for
a profit distribution, regulatory considerations, and overall
education around the benefits and considerations captive
owners should identify.
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Learner Objectives

HAWAII CAPTIVE INSURANCE COUNCIL 2023

At the end of this session you will be able to:

v" Understand the numerous ways a captive’s equity can be utilized to

reduce financial and operations stressors of its parent company.

v" Recognize the various benefits and considerations of tapping to captive

equity from a financial, operational and strategic persepctive.

v" Draw conclusions after hearing about first hand experiences from a
captive owner, actuary, and captive manager to better position your

captive for future success.
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Agenda

2023

From the Beginning — the Captive Business Plan

Maximizing Captive Utilization — Business Plan Change Strategy

Actuarial Support

Case Study: Mortenson

Questions
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The Captive Business Plan

2023

: . Documentation to Negotiation
Dfefmiobject.lves ——  why the captiveis leverage with
or the captive formed markets
Financial
considerations and . Corporate approval BN s o
anticipated return to form the captive
on investment
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Provide potential short-
and long-term total cost
savings
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Revisiting Captive Goals & Objectives

Capitalize on a
company’s better than
average loss experience

Capture investment
returns and
underwriting profits
traditionally reserved
for the market

Remove traditional
insurer’s profit loading

Position the organization
to manage premium
volatility from year-to-
year

Direct ability to reduce
costs over time by
controlling losses

Command a “seat at the
table” pertaining to
claims handling and loss
control.

Increased negotiation
power with the market

Ability to craft
coverages to meet
specific organizational
needs

Create access to options
for customized value-
added services

Insulation from market
conditions

Address organizational
requirements, not the
insurance market
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2023

Captive Utilization Strategy

/’

Commercial
Capacity

Compliance

(4

Coverage

Control

[ Realistic Goals & Obijectives ]

“If you don’t know where you’ve come
from, you don’t know where you’re
going”.

Have a 5 — 10 year plan for the captive.

Set Board-level benchmarks for
important financial decisions:
» Profit distributions
» Investment guidelines
» Regulatory ratios

Routinely evaluate the “suitability for
purpose”, and make changes accordingly.

Know the exit strategies.
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“It’s My Money, and | Want it Now”
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Increase Captive Limits

/ Distribution of Profits
Lower Deductibles \ e
[ )
‘ l

4

[

Limited Loan-back Provisions/ \ Risk Management Expenses

Claims Payment Aggressiveness

Cover Additional Exposure_ ‘ — Reduce Loss Funding/Premium
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Trending Exposures
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Process of Business Plan Changes

2023

Review
Current ASsess
Insurance Capital & Actuarial

Review and Request
Decision to formal Commence
proceed with approval with Changes
Business from to Captive
Plan Change Regulators

Program Surplus in Analysis
and Risk Captive
Appetite
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Process of Business Plan Changes

HAWAII CAPTIVE INSURANCE COUNCIL 2023

When to consider a business plan change: When NOT to consider a business plan change:
v A change in operations or risk I Minimum capital and/or surplus
tolerance of the concerns

parent/shareholder(s)
I Adverse loss development or reserves
v' Market volatility
I “Common notions of insurance”

v’ Excess surplus / “unencumbered o Arms Length Premium Transactions
capital” o Insurance Risk vs Business Risk

v" New, emerging or problematic risks I Wealth Transfer or Estate Planning

v’ Targeted loss control initiatives I Competing cost of capital

I Commercial market timing
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Actuarial Support

2023

* Pricing
» Gather relevant loss and exposure information
o Client experience
o Insurance Industry

> Develop Loss Forecast / Rate
o By Coverage
o By Limit
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Actuarial Support

2023

* Pro forma Financial Projections
» Required by domicile?
» Assumptions
o Growth
o Expenses
o Scenarios (expected, adverse)
> Impact to Capital / Financial Solvency Ratios?
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Mortenson

LET’S REDEFINE POSSIBLE"
TOP unmed suares

25

FAMILY-OWNED FIRM

STRONG

#22IN
2023

ENR Top 400 Contractors

REG'ONAL 0FF|CE LOCAT'ONS every year since 1969
. 5000+ | 4.9, &
R | -JB
sisiiiiiiiiii  TEAM MEMBERS
AWARDS in the last 5 years S sssssssnsnns IN ANNUAL REVENUE

Mortenson
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Mortenson

» WE ARE BUILDERS AT HEART

INSPIRING SPACES

2023

RELIABLE INFRASTRUCTUR

Mortenson
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Mortenson Captives

* Hoku-pa’a 156 Insurance Company, Inc.

* Formed 2005

* Deductible buy-back policies

* WG, GL, Auto, Professional, Pollution, Cyber
* NorthStar Insurance Company, Inc.

* Formed 2015

* Subcontractor Default Insurance (SDI)

2023

» Captive Utilization and Equity Efficiencies
* New/Challenged Coverages : Cyber; Property & Builder’s Risk; CCIP
* Increased Retentions
 Alternative Investments : Campus Refinancing program
* Risk Management Investments : MVR; Safety; Quality
* Feasibility Studies : Medical Stop-Loss

Mortenson
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U.S. 2023 Billion-Dollar Weather and Climate Disasters

@ DroughtHeat Wave ) Flooding

) Hail

Minnesota Hail Storms
August 11

Rockies Hail Storms, Central
and Eastern Severe Weather
June 21-26

California Flooding
January-March

Central and Eastern @—

© Hurricane G Severe Weather G Tornado Outbreak 0 Wildfire

North Central and
Eastern Severe Weather
July 28-29

Central and Eastern
Severe Weather

Tornadoes and Hail Storms
May 10-12

Central and Southern Severe Weather
June 15-18

Central Severe Weather

April 19-20

Southern
Severe Weather
April 25-27

Hawail Firestorm
August 8 (@
@ Texas Hail Storms
\&/ L~ May 18-19

Central and

*. Winter Storm/Cold Wave

Central Tornado Outbreak and
Eastern Severe Weather
March 31-April 1

Northeastern Flooding and
North Central Severe Weather

July 915 /
7\
)

LT
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Northeastern Winter
Storm/Cold Wave
February 2-5

North Central and
Southeastern
Severe Weather
July 19-21

Northeastern and
Eastern Severe Weather
August 5-8

&

Southern and Eastern
Severe Weather
March 2-3

Southern and Eastern
Severe Weather
March 24-26

——@ Hurricane Idalia
August 29-31

Southern Central Severe Weather
Severe Weather June 28—July 2
Southern @' April 15
Severe Weather Central Severe Weather
June 11-14 May 6-8

This map denotes the approximate location for each of the 23 separate billion-dollar weather and climate disasters that impacted the United States through August 2023.

Mortenson
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Questions?
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Mahalo.
This concludes our presentation.

HAWAII CAPTIVE INSURANCE COUNCIL 2023

This presentation contains ieneral information only. The Hawaii Captive Insurance
Council and its guest speakers are not, by means of this presentation, rendering
accounting, business, financial, investment, legal, tax, or other professional advice or
services. T isdpresentation is not a substitute for such professional advice or services,
nor should it be used as a basis for any decision or action that may affect your
business. Before making any decision or taking any action that may affect your
business, you should consult a qualified professional advisor. Neither the Hawaii
Captive Insurance Council nor its guest speakers shall be responsible for any loss
sustained by any person who relies on this presentation.
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