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MEXICO TRADE MISSION

Expanding to Mexico

— Via Vermont

Vermont captive
regulators and
advocates journey

to Mexico as part

of a push for more
international business
for the domicile.

By Alex Wright

emand for captive
insurance in Mexico has
risen exponentially over
the past 12 months, as
the country’s businesses
face a hard market in some lines.

That interest was stoked in
March, when the State of Vermont
and the Vermont Captive Insurance
Association (VCIA) sent a delegation
of government, regulatory and
industry representatives, including
members of the U.S. Department
of Commerce’s U.S. Commercial
Service, on a trade mission to
Mexico City to raise awareness
of captive insurance as a risk
management solution and Vermont
as a domicile.

Organizers of the meeting, which
was originally scheduled for March
2020 but had to be delayed due to the
COVID-19 pandemic, were buoyed
by the event, which attracted 85
attendees, and they have already heard
from Mexican companies looking at
forming a captive in Vermont.

Among those present were
brokers and government and trade
body representatives from the likes
of manufacturing associations,
who attended panel discussions
and networking opportunities.
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Given that the U.S. is Mexico's largest trading partner, Vermont is a natural fit as a
captive domicile for Mexican businesses.

During the event, they learned
about the basics of captive insurance
companies, reasons for formation,
the feasibility assessment process
and the steps involved in putting a
successful program together.

“We knew that Mexico was ripe
for captive insurance and that the
demand was there,” said Sandy
Bigglestone, deputy commissioner
for the State of Vermont’s Captive
Insurance Division.

“The key for us was getting
access to brokers and company
decision-makers and educating them
about the key benefits of forming a
captive in Vermont.”

RAISING AWARENESS OF
CAPTIVE INSURANCE
Bigglestone said that, despite a
level of awareness among brokers
about captive insurance, some
attendees were still surprised to
hear about the maturity of the
captive industry and Vermont’s
standing as a leading domicile. But

by presenting them with facts and
figures supporting their case, she
said, they were able to build greater
awareness and dialogue.

Interest in and uptake of captives
by Latin American companies
generally has increased in recent
years, and more are doing their own
research into formations, attending
conferences and industry events and
sitting on panels. The demand for
captives has been driven by hard

SUMMARY

e Many Mexican companies have
multiple risks they need to insure
in the U.S.

e The most in-demand risks they
are looking to insure are property,
health care, financial lines and
cyber liability.

¢ A group of Mexican companies
looks to form a Vermont-based
captive following a U.S. delegation
visit in March.
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Caphve Upon completing our formal RFP, Related awarded KeyState the captive
Management . .
management of our mature captive from one of the large captive management/
Risk brokerage firms. KeyState rose to the challenge, ensuring a smooth transition.
°
1S Our accounting and risk management teams are extremely pleased with
Mana geme nt KeyState’s attention to detail.
° ACC ou nh ng a nd - Scott Allan, Chief Risk Officer, Related Companies
General Ledger Related Companies transitioned their Vermont captive’s
ProceSSI ng management from a large international brokerage/management

firm to KeyState in 2021.

WHY ARE SO MANY COMPANIES WITH MATURE CAPTIVES SELECTING KEYSTATE CAPTIVE
MANAGEMENT OVER LARGE BROKERAGE FIRMS WITH CAPTIVE MANAGEMENT SERVICES?

e SEASONED/EXPERIENCED TEAM - Expanded team significantly over the past 4 years, hiring 5 seasoned captive
insurance professionals with over 100 years of captive and insurance industry experience, combined with KeyState's
existing team of captive professionals with over 50 years of experience

e PROFESSIONAL DESIGNATIONS - Values continued education with many team members holding professional
designations such as CPA, CIA, CPCU, CIC, ARM, AIC, AIM, ARe, CCP, and ACI

e KEYSTATE INDEPENDENCE - Privately held with no formal or informal commitment to one insurance broker enabling
unfiltered, impartial consulting and feedback

e FOCUS ON COMPLIANCE AND DATA PROTECTION - one of a limited number of captive management firms that
provides a SOC 1 Type Il report to its customers annually

¢ NIMBLE - a boutique captive management firm with a seasoned management team, KeyState can respond to the
needs of customers without delays caused by multiple layers of bureaucracy

INDEPENDENT, RESPONSIVE, AGILE AND COMMITTED TO THE

CAPTIVE MANAGEMENT BUSINESS

150- 100: 30-

YEARS OF COMBINED EXPERIENCE CAPTIVE PROGRAMS YEARS

in Captive Management under management serving businesses

WE LOOK FORWARD TO SERVING YOU!

David Guerino, Managing Director & SVP Captive Insurance
dguerino@key-state.com | 802.233.2624
key-state.com



insurance markets and the need for
greater capacity and loss control.

In Mexico specifically, there
are a host of industries interested
in captive insurance, ranging
from manufacturing, property
development, banking and financial
services to energy, transportation
and telecommunications. The most
in-demand risks they are looking
to insure are property, health care,
financial lines and cyber liability.

“Mexico’s insurance marketplace
has a lack of capacity,” said
Bigglestone. “That makes captives
the ideal solution to fill those gaps
and enable companies to better
control their premiums and risks.”

Vermont already has two
Mexican captives on its books. The
first is for América M6vil — Latin
America’s largest telecom operator,
which was formed in 2008 — a
representative of which spoke at the
event. The other was established late
last year.
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“Mexico’s insurance marketplace
has a lack of capacity. That makes
captives the ideal solution

to fill those gaps and enable
companies to better control
their premiums and risks.”

—Sandy Bigglestone, deputy commissioner, Captive
Insurance Division, State of Vermont

It has also gained two new
prospects: One has already carried
out a feasibility study, and the other
has expressed an initial interest in
forming a captive.

because of the lack of specific captive
insurance laws and the complexity
of forming a captive in Mexico,
companies based there are forced to
look further afield.

“The Latin American market is
greatly underserved when it comes
to insurance,” said Kevin Mead,
president of VCIA.

“Unlike Europe, there are few
captive insurance options in the
region, so Vermont’s experience
in dealing with captive formations
for non-U.S. entities and the

VERMONT AS A NATURAL FIT
Given that the U.S. is Mexico’s
largest trading partner and is in a
similar time zone, and that many
Mexican companies have multiple
risks they need to insure in the U.S.,
Vermont is a natural fit as a captive
domicile for those businesses. And
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Collaborate at America's
Largest Captive Conference
« Network with hundreds of industry professionals

« Learn the latest on emerging risks and diverse
topics from content experts and captive all stars

« Gain a large amount of credits: CPE/ VT CLE/ CRE/ ICCIE

» Find business opportunitites with 70+ exhibitors
August 7-10th Burlington, Vermont
Register today at vcia.com!

\VCIA

WWW.vCia.com
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comparatively open market makes it
a good fit.”

Mead said that, previously,
captives had only been used
as “tax shelters” for high-net-
worth individuals, rather than
by corporations looking to fulfill
an insurance need. So when the
Mexican companies learned that
they could use a captive as a risk
management tool, that grabbed
their interest.

“I have already had people calling
me up asking who at the State of
Vermont they should be contacting
for preliminary discussions about
forming a captive,” said Mead.

“It’s early days, but the interest is
certainly there.”

Many of the attendees at the
Mexico City event plan to attend
the VCIA Annual Conference
in August to learn more about
Vermont as a domicile and to meet
with service providers on the ground.
Vermont will also be running a series

of webinars to keep them abreast
of the latest developments in
captive insurance.

POSITIVE FEEDBACK

Among the organizations
represented at the March event
was the National Council of

the Maquiladora and Export
Manufacturing Industry, a Mexican
group that represents more than
1,300 global companies that are
beneficiaries of the IMMEX
program, which enables foreign
companies to operate in the country
under a preferential low-cost tax
structure and comprises 62% of
Mexico’s total exports.

Its general director, Susana Duque
Roquero, commended Vermont for
its work in raising awareness of its
captive insurance offering to the
Mexican market.

“The presentation and business
breakfast of ‘strategic advantages
of captive insurers’ in Mexico City
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provided a broad overview about
the captive insurance industry with
experts that encouraged discussion
about the strategic advantages,”
Roquero said.

“It was a very necessary first
approach for many of us, because we
are more familiar with the traditional
insurance schemes.

“The decades of experience in
financial, insurance and regulatory
matters, as well as their CPAs and
certified financial examiners, gives the
State of Vermont a plus in considering
them as one [of] the leading captive
insurance domiciles,” Roquero added.

“Our export manufacturing
industry could benefit from
considering a regulated form of self-
insurance that is created, owned and
controlled by its insureds. The most
attractive thing is the control and
management of their own risks.” &

ALEX WRIGHT is a freelance writer and
editor based in the UK.

Alternative Risk Solutions:

CONNERSTRONG.COM

CAPTIVE vs. HOSTAGE

Choosing the right captive
insurance partner can free
your company from traditional
high-cost insurance markets.

CONNER
STRONG &
BUCKELEW

.

ROGER LADDA, ARM

Partner
National Captive Practice Leader

P

rladda@connerstrong.com
856-479-2208

Contact me to meet at the VCIA
Conference August 7-10.
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