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Adapting Changes

• Business priorities and complexities in new era

• Deeper understanding of risk 

• Risk management does not age

• Insurance remain an integral component of risk 

transfer

• Cost and Alternative risk financing

• Safety net to future aspirations“Life does not gets 

better by chance, it 

gets better by 

change.”
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1. Licensed Insurance Manager and
Captive Underwriting Manager since
1991.

2. Subsidiary of Maybank Ageas Holdings

3. Sister Company to Etiqa General Takaful,
Etiqa General Insurance, Etiqa Family
Takaful, Etiqa Life as well as other Etiqa
operation in Singapore, Indonesia,
Philippines, Cambodia

4. Staff force of 15 employees based in
Labuan + 1 in Kuala Lumpur

5. Annual placed premium approximately
U$732 million

About Etiqa Offshore Insurance (L) Ltd



• Integrated Management & 
Administration Services for 
Insurance and Captive 
company

Internal/External use only

Management Services



Basic Understanding of Captive
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What is Captive Insurance

• Private insurance company 

owned by Parent Co.

• A mini insurance institution

• Insure own business risks only

• Integral part of Risk Management

Type of Captives

• Pure Captive

• Protected Cell Captives

• Rent-a-captive

• Group/ Association 

Captives

Benefits of Captives

• Enhance asset protection

• Reduce/ stabilize your cost of insurance (total cost of risk)

• Provide access to reinsurance market

• Coverage for niche product/ associated risk

• Premiums are tax deductible to Parent Co.

• Premiums are tax free for the Captive

• Build’s wealth through investments



Drivers to Captive Insurance
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Minimize 

Insurance 

Cost

Controlled 

Risk

Financial 

Benefits

Improve 

Cash Flow

• Greater control over claims

• Increased coverage & capacity

• Underwriting flexibility

• Incentives for loss control

• Asset protection

• Reserves for unexpected losses

• Mitigation of shock losses

• Managed consolidated cost

• ERM risk financing

• Reduced insurance cost

• Monetize underwriting profit

• Pricing stability

• Needs based procurement

• Retention of premium

• Investment income

• Additional profit centre



Basic Understanding of Captive

9

Who is it for?

• Financially stable companies with good loss ratio and 

risk management

• Ideally premium range USD 500k or more (economic 

threshold)

What Captive is Not

• Not for 3rd party risk

• Catastrophic Risk Exposure

• Does not replace traditional insurance

• Only for large companies

• Short term premium savings



Captive Business Model
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Business Entity Insurance Co.

Premium

Claims

USD1.0 mill

USD300 k USD700 k

Traditional Insurance 

Arrangement



Captive Business Model (simulation)
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Business Entity

Captive

Premium

Claims

Insurance Co.

USD1.0 mill

USD300 k

USD200 k

USD800 k

USD500 k

Insurance Arrangement 

with Captive

• USD500 k will be kept by Captive as 

‘reserves’ and therefore not taxable.

• Accumulated reserves to be placed into 

investment instrument to generate profit.



Overview Features of Captive Operational Set Up
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INSURANCE TRANSACTION STRUCTURE 

(Risk Transfer)

INSURED RISK

INSURANCE COMPANY

(onshore)

CAPTIVE COMPANY

(offshore)

• Underwrite Insured Risk

• Collect 100% Premium

• Issue Policy

• Administer intermediary remuneration 

(broker/ agent)

• Facilitate ‘outward’ reinsurance to 

Captive 

• Administer & Manage 100% Claims

• Facilitate ‘inward’ reinsurance from 

Ins.Co.

• Book-in Reinsurance Premium

• Administer & Manage Claims

• Selected insurable risk

• Low loss ratio

• Sizeable premium portfolio



Feasibility Study / Business Plan - KEY Objectives
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1. BLUEPRINT
i. A comprehensive business proposition consist 

of short and long term plans
ii. Roadmap of business operation & 

implementation

2. DUE DILIGENCE
i. Insured and uninsured loss analysis 
ii. Total Cost of risk analysis
iii. Financial qualification – cost vs benefit analysis 

incl. stress test
iv. Return on investments
v. Rationalization of risk tolerance (net retention)
vi. Domicile considerations
vii. Peer Review

3. COMPLIANCE
i. Regulatory requirement – local and captive 

domicile
ii. Corporate governance
iii. Relevant control with regards to transfer and 

repatriation of funds
iv. Taxation provisions

MAKING THE
RIGHT DECISION

Feasibility study is the most
critical step in deciding 

whether Captive will be the 
best solution for a company’s 

risk financing and risk 
management objectives.

It will provide both the 
qualitative and quantitative 
assessment of such option 

and provide clarity to the 
various objectives it was 

designed to achieve.



Captive Operation - Structure
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Services
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Deposits

Interest

Management Services

Management Fees
Captive

Captive 
Manager

Bank/ 
Investment 

Manager

Holding 
Company

Board of 
Directors

Service 
Providers 

(Legal, Audit, 
Actuarial

Insurer/ 
Reinsurer

Broker/ 
Advisor

Functions

• Legal Counsel

• Investment

• Human Capital

• Auditor/ Compliance/ Tax

• Statutory Reporting

• Finance & Accounting

• Book Keeping

• Treasury

• Insurance & Reinsurance 

placement

• Policy Issuance

• Claims Management



Steps to Develop a Captive
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• Feasibility Study –

Profitability and Solvency

• Choosing a Domicile

• Process of Approval

• Identifies risk to be insured by captive

• Strategy to build reserves (increase retentions or capital)

• Cost to operate & financial projection

• Offshore jurisdictions 

• Legislative practice and preference

• Location

• Application for license

• Outsourced services providers (Managers/ 

Trust Co./ Brokers/ Actuary/ etc)

• Business Plan



Labuan as Captive Domicile
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• Legislation

• Regulators

• Capital Requirement

• Governed under Labuan Financial Services and 

Securities Act 2010 (LFSSA).

• Labuan Financial Services Authority (Labuan FSA), 

established in 1996 is the central regulatory, supervisory 

and enforcement authority 

• The Tax framework comes under the Labuan Business 

Activity Tax Act 1990 (LBATA). 

• Paid-up capital amounting to an equivalent of RM300,000 / 

RM500,000 in any currency.



Conclusion
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• Captive is a Risk Management tool/ vehicle

• There are various types of Captive to 

choose from to suit Parent Co. business.

• Comprehensive Feasibility Study is key to 

a successful Captive

• Captive is a long term enterprise. 



Thank you
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