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Background:

owners and managers in 1985 and incorporated as a 501(c) (6) tax-exempt trade association to
Department of Financial Regulation, Economic Development, the Vermont General Assembly,
and Vermont’s Congressional delegation. Additionally, the VCIA maintains strong
communications and strategic relationships with other domiciles and related trade associations
on issues of importance to the captive industry. Nationally recognized as the leading captive
association in the U.S., the VCIA is uniquely positioned to address new challenges and
opportunities to the captive industry not only in Vermont but throughout the country.

VCIA Vision Statement:

“VCIA strives to be the premier captive insurance association in the world.”

VCIA Mission:

VCIA’s mission is to provide its members with legislative leadership, education, mutual support
and networking in order to ensure an environment favorable to the continued growth and health
of the captive industry.
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2015 Captive Insurance Legislative Accomplishments

With Vermont Governor Peter Shumlin’s signature last spring, the captive amendments
in S.98 became effective as Act 20. Included within the Act are the following provisions:

Number of Incorporators — The number of incorporators was reduced from 3 to 1 to be
consistent with most other incorporations under Vermont law.

Cell Companies Capital Requirements — The change reduces the minimum capital
requirement from $500,000 to $250,000 for cell captive companies.

Structure on Capital Requirement for all Captive Companies — The new law allows
captives to have greater flexibility with their required minimum capital to now include
marketable securities along with allowing cash, trust and letters of credit to meet the
minimum capital requirement. The Department will issue further guidance to define
“marketable securities”.

Definitions and Protected Cells — The law amends the sponsored cell law to make it
easier to read by moving sections of the law to improve clarity.

Naming Conventions for Incorporated Cells — The law adds a requirement that
incorporated protected cells have their own distinct names and designations, which in the
case of incorporated protected cells should include the words “Incorporated Cell” or the
abbreviation ‘IC’.

Delinquency of Sponsored Captives and Adoption of the NAIC Protected Cell Company
Model Act — Vermont now adopts portions of the NAIC Protected Cell Company Model
Act language regarding the segregation of assets and liabilities, contracting by/for
individual cells, treatment of cells in case of delinquency, and the reach of creditors.

RRG Governance — Vermont now adopts the NAIC Model Governance Standards for
Risk Retention Groups.

A complete copy of the bill as passed with amendments can be found at:
www.vermontcaptive.com/laws-regulations/laws.

180 Battery Street | Burlington, Vermont 05401-5212
phone: 802-658-8242 | fax: 802-658-9365 | e-mail: vcia@vcia.com


http://www.vermontcaptive.com/about-us/RRG.html
http://www.vermontcaptive.com/laws-regulations/laws.html

Vermont Captive Insurance Association

BOARD ROSTER
2015-2016

Steven Bauman (2015 - 2" term)

Zurich North America

1 Liberty Plaza, 28" Floor

New York, NY 10006

(917) 534-4857
steve.bauman@zurichna.com

Siri Gadbois (2016 — 2" term)

College Insurance Company, Inc.

c/o E.LLA.

200 S. Wacker Drive, Suite 1000

Chicago, IL 60606-3800

(312) 648-0914
sgadbois@eiia.org

Robert Gagliardi (2016 — 1%t term)

AIG Insurance Management Services

30 Main Street, Suite 330

Burlington, VT 05401

(802) 419-1234
robert.gagliardi@aig.com

Diane Hanson (2017 — 29 term)

Aon Insurance Managers, USA Inc.

76 St. Paul Street; Suite 500

Burlington, VT 05402

(802) 652-1571
diane_hanson@aon.com

Michael Horning (2016 — 15t term) (Chair)
United Edcators Insurance, a RRRG
7700 Wisconsin Avenue #500
Bethesda, MD 20814
(301) 215-8460
mhorning@ue.org

Janice (Jan) Klodowski (2018 — 1%t term)

Agrisurance Inc.

c/o Agri-Services Agency

5001 Brittonfield Parkway

East Syracuse, NY 13066

(315) 433-1238 (5605)
jan.klodowski@agri-servicesagency.com

Ed Koral (2017 — 2" term)

Deloitte Consulting LLP

25 Broadway

New York, NY 10004

(212) 618-4464
ekoral@deloitte.com

Daniel Kusaila (2017 — 2" term)

Crowe Horwath LLP

175 Powder Forest Drive

Simsbury, CT 06089

(860) 470-2122
daniel.kusaila@crowehorwath.com

Heather McClure (2016 — 1%t term)

Academic Physicians Insurance Company

c/o OU Office of Professional Liability and
Risk

940 NE 13" Street, #CH-3N-3880

Oklahoma City, OK 73104

(405) 271-1800
heather-mcclure@ouhsc.edu

William Motherway (2015 — 2" term)

Conner Strong & Buckelew

222 East 41st Street, 21st Floor

New York, NY 10017

(917) 374-2796
bmotherway@connerstrong.com

Maureen Raeside (2018 — 1%t term)

Exchange Indemnity Company

c/o Verizon Risk Management

302 Mountain View Drive, Ist Floor

Colchester, VT 05446

(802) 654-5008
maureen.letourneau@verizon.com



Richard Smith, President David Provost, Deputy Commissioner,
Vermont Captive Insurance Association Captive Division, Vermont Department of
Tel: 802.658.8242 smith@vcia.com Financial Regulation

T: 802.828.3304 david.provost@vermont.gov

Sandy Bigglestone, Director, Captive Division, Dan Towle, Director, Financial Services,

Vermont Department of Financial Regulation Vermont Agency of Commerce &
Tel: 802.828.3304 Community Development
sandy.bigglestone@vermont.gov Tel: 802.828.5232 dan.towle@vermont.gov

VCIA Membership:
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- states with VCIA members M- states with no VCIA members

VCIA members come from almost every state, plus Bermuda,
Canada, England and Japan!
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Vermont Captive
Insurance Industry

Vermont is the leader in the U.S. Captive Insurance Industry
48 of the Fortune 100 and 18 of the Dow 30 have captive insurance companies
domiciled in Vermont. Nearly 40 states now have laws allowing the formation
of captive insurance companies. With nearly 600 of the world’s 5000+ active
captives, Vermont ranks as the world’s third largest domicile in number of licensed
captives. Vermont’s total number of captive licenses issued is 1062.

Why form a captive?
e Control cost
e Reduce or eliminate losses by implementing effective loss control programs
and cooperating with claims administration
e Retain investment income
e Provide evidence of insurance and access to reinsurers

What makes Vermont the best?
e Vermont’s infrastructure for captive insurance is one of the most
sophisticated and mature in the world
e Experienced & knowledgeable regulatory team
e Responsive legislation and consistent regulatory environment
e Cooperation among Governor, legislators, regulators, VCIA and industry

Captive Licenses Issued in Vermont:
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What is captive insurance?

Captive Insurance is a highly specialized form of self insurance. To insure a variety
of risks, companies or groups of companies establish their own licensed, regulated
insurance companies. There are currently over 5,000 active captives worldwide.
As of this printing, Vermont has licensed 1062 captives. Vermont’s captive own-
ers represent a wide range of industries including multi-national corporations,
associations, banks, municipalities, transportation and airline companies, power
producers, public housing authorities, higher education institutions, telecommu-
nications suppliers, shipping companies, insurance companies and manufacturers.

Captive vs. traditional insurance regulation

Commercial insurance companies sell insurance to the general public and are
licensed in all states in which they do business. But captive insurance companies
insure only their owners, who have the ability to manage and retain their own
risk. The degree of regulatory oversight required for captives is different than that
required for commercial insurers. The captive is licensed in only one state, and
operates under the captive insurance law of that state.

Economic impact on Vermont

The captive industry is great for Vermont. In 2015, the Vermont captive industry
is estimated to have generated $24 million of premium tax benefits and related
fees for Vermont. At last count, more than 1400 direct and indirect jobs (full and
part-time), were created by the captive industry in Vermont.

Captive Premium Taxes Collected:
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Vermont Captive Insurance Association

VCIA is the largest trade association for captive insurance in the world. Established
in 1985, the Association provides lobbying support on both the state and federal
levels for its nearly 440 member companies. In addition, it hosts professional edu-
cation opportunities for the industry at large. VCIA has a national reputation of
being a highly effective and well-respected trade association. Our office is located
in Burlington, Vermont. We have a staff of 6 people and are governed by a Board
of Directors composed of industry professionals.

Our Mission

VCIA will provide members with legislative leadership,
education, opportunities for information-sharing and a
network of mutual support with others who share

objectives in order to ensure an environment favorable

to the continued growth and health of the captive

industry and the Vermont captive community.

Our Vision

VCIA strives to be the premier captive insurance

association in the world.

VCIA’s members energize the industry!

1000+ people
attended VCIA’s 30th Annual Conference in August 2015

130 volunteers from 78 companies
lend their expertise on VCIA committees

Nearly 1900 captive professionals
participate in VCIA events annually

100 companies exhibit at the VCIA Annual Conference
VCIA presents 11 industry events per year

440 organizations are VCIA members



Vermont backs NRRA bill to clarify captives
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The Vermont Captive Insurance Association has highlighted Other related : :
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a bill designed to clarify the treatment of captives in the Vermont tweaks captive legislation
federal Non-Admitted Reinsurance Reform Act (NRRA) 24-06-2013 T TR
during its recent annual conference. Home field advantage G D
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Vermont Senator Patrick Leahy (D-VT) and South Carolina DI PR R

revenue approves captive insurer
Senator Lindsay Graham (R-SC) cosponsored the technical
corrections bill, designed to clear up confusion about the

12-08-2013

Can captives help scale the cyber firewall?

treatment of captives under the NRRA. Gibraltar: a growing insurance domicile
The NRRA was designed to address only surplus and reinsurance lines and was never intended to AM Best affirms A- FSA of Cedar Court
apply to captives. Some states, however, have tried to tax home state parent companies of captives Indemnity Company

domiciled elsewhere, although the domiciles have already taxed the captives.

This bill, and another introduced by Vermont Representative Peter Welch (D-VT), with the Sign up for the newsletter

assistance of the Coalition for Captive Insurance Clarity, was written to clear up this confusion. Sign up

“The bipartisan support for this bill is refreshing,” said Len Crouse, JLT Insurance Management

USA partner and former Vermont captive insurance regulator. “But if any states are confused about
the intent of the law, additional clarity is welcomed. We’re hopeful the bill will become law.”

“As alwavs, the VCIA offered a fantastic conference,” said Guv Ragosta, JLTIM chief executive
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Vermont Sen. Leahy touts state's standing among captive domiciles

Posted On: Aug. 12, 2015 2:38 PM CST

Jerry Geisel (mailto:jgeisel @BusinessInsurance.com)

ADVERTISEMENT BURLINGTON, Vt. — Vermont is the “gold standard” when it comes to captive insurance
domiciles, Sen. Patrick Leahy, D-Vt., the state’s senior senator says.

Speaking at the opening general session Wednesday at the Vermont Captive Insurance Association annual conference in Burlington, Sen. Leahy told
attendees to “think how this business” has evolved in the last three decades. Sen. Leahy was referring to the 30th anniversary this year of the formation
of the VCIA and the huge growth — from about three dozen captives domiciled in the state in 1985 — to 585 today.And Sen. Leahy’s interest in
captive issues has not waned. He is, for example, the cosponsor of The Captive Clarification Act, which would make clear that captives do not fall
under the jurisdiction of the Nonadmitted and Reinsurance Reform Act of 2010, which provides that nonadmitted insurers are subject to the regulation
of their home state.That law left policyholders unclear on whether some taxes on insurance purchased from a captive should be paid to a captive
owner’s home state in addition to the captive’s domicile.The Captive Clarification Act would make clear that the NRRA does not apply to captives.The
measure, which is cosponsored by Sen. Lindsey Graham, R-S.C., would ease the taxation question “a great deal,” Sen. Leahy said.He also said Sen. Patrick Leahy, D-Vt.
Congress may need to act to require companies to beef up their security and protect consumers’ financial information against cyber attacks.

1of1l 1/13/2016 1:13 PM



Richard Smith | captive insurance times | captiveinsurancetimes.com http://www.captiveinsurancetimes.com/interviews/interview.php?interview_id=102#.VpaRTF...

Captive Insurance Times | Interviews

Search Captive Insurance Ti = Search site

HOME NEWS CIT ARCHIVE SPECIALIST FEATURES ~ SERVICE PROVIDERS RECRUITMENT EVENTS TRAINING

SPECIALIST FEATURES | DOMICILE PROFILES | INTERVIEWS

Richard Smith
Vermont Captive Insurance Association
As the Vermont Captive Insurance Association hosts its 30th Annual Conference,

association president Richard Smith gives his take on the industry’s current talking
points, and what to expect from the event itself

Fr .
Expertise makes

all the difference.
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Vermont has made its name blazing a regulatory trail. What regulations is the state
currently working on?

Every year, the Vermont Captive Insurance Association (VCIA) and state regulators bring
new proposals to Vermont's general assembly providing needed changes to Vermont's
captive statute to keep up with this ever changing industry. This year was no different.
Governor Peter Shumlin signed new legislation passed in the 2015 session strengthening AIG delivers, with co
Vermont's captive legislation in a variety of areas, including ground breaking changes to the
investment guideline in the minimum capital requirement, and reducing the minimum capital
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The law changed the investment guidelines that will now allow for captive insurance
companies to have greater flexibility by expanding their investment options to include
marketable securities. This is a significant change that has already attracted considerable )
interest and is consistent with current investment guidelines for Vermont's traditional AI G Brlng on tomorrow
insurance companies.

A summary of some of the changes in the law include the following:

Number of incorporators—the number of incorporators was reduced from three to one to be
consistent with most other incorporations under Vermont law.

Cell companies capital requirements—the change reduces the minimum capital requirement
from $500,000 to $250,000 for cell captive companies.

Structure on capital requirement for all captive companies—the new law gives captives
greater flexibility in meeting their required minimum capital by now including marketable
securities along with cash, trust and letters of credit.

* Delinquency of sponsored captives and adoption of the National Association of Insurance
Commissioners (NAIC) Protected Cell Company Model Act—Vermont has now adopted the

NAIC Protected Cell Company Model Act language regarding the segregation of assets and
liabilities, contracting by/for individual cells, and treatment of cells in case of delinquency.

Do regulations elsewhere, whether that is domestically, offshore or even in Europe
have any bearing on Vermont's outlook or actions?

There are a number of challenges to the captive industry, which will likely continue over the

10f3 1/13/2016 1:03 PM
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next few years: (i) excessive regulation resulting from insufficient knowledge; (i) the
weakening of sound regulatory structures based on a desire to attract business; and (iii)
efforts to impose new or increased taxes.

Our primary focus in the past few years remains issue arising in Washington DC. The VCIA
will be working with the Vermont delegation, along with other resources, to clarify the
Non-admitted and Reinsurance Reform Act (NRRA) issue in the Dodd-Frank Act. As
everyone is painfully aware, there has been little action in Washington DC, but we are
pleased to now have a bill introduced in Congress that perhaps can pass this year. We are
always monitoring issues with the NAIC as well and, working closely with Vermont's captive
regulators, have had a positive impact on current discussions.

Many concerns remain on the horizon, including the proposed tax on reinsurance (also
known as the Neal Bill), the impact of the Federal Insurance Office on the industry, and the
continued attacks by the other regulatory officials. Increasingly, actions by international
bodies that have limited understanding of captive insurance could create hurdles for the
industry as a whole.

Regardless of who sits in the governor’s office, or which party has the majority in the State
House, the support to the captive insurance industry in Vermont has remained unwavering
for more than 30 years. | mentioned the bill that was enacted into law earlier this year as one
example. The governor and legislature continues to provide funds to help the VCIA to pursue
the Captive Clarification Act in Washington DC, putting their money where their mouth is.

Most importantly, leaders and policymakers in Vermont consistently supply the resources for
Vermont's regulators to deliver sensible and knowledgeable guidance to this dynamic
industry. Other domiciles may advertise they have the same laws on the books, but none
have the depth and experience found in Vermont's Department of Financial Regulation.

It's hard for me to say whether the tide is turning in terms of captive regulation in the US. |
think recent victories in the courts on captive tax status, as well as decisions by the NAIC
regarding certain aspects of captive and risk retention group regulation, are good news.
However, | feel like the recent battles are more akin to fighting crime: you never defeat it, you
only continue to mitigate and fight to reduce its impact.

That being said, with more than 35 states now having enacted captive insurance laws, it is
likely that there will be more allies in this fight and perhaps we can reduce the number of fires
we need to attend to on a regular basis.

In celebration of the VCIA's 30th Annual Conference, we will host a special reception on the
shores of beautiful Lake Champlain. Shelburne Farms will be the venue with breath-taking
lake and mountain views. This year, 21 seminars will feature more than 70 speakers
providing attendees the opportunity to expand their knowledge of captives and connect with
key players in the industry.

Topics have been selected with the guidance of our captive owner advisers and explore
everything from employee benefits, healthcare, tax updates and big data, to managing
international and challenging risks. A number of popular peer-to-peer forums will present
captive owners with the opportunity to exchange their experience and knowledge on a
one-to-one basis.

Companies and organisations that are sharing their expertise range from Fortune 500
companies to small, nimble entrepreneurial enterprises, all of them leading the way into new
areas of opportunity.

Organisations such as Global Rescue, which provides medivac and crisis response services
for hundreds of organisations during thousands of events worldwide, and iconic corporations
such as Walgreens and Corning, are among our expert panellists this year.

Attendees at the Annual Members' Meeting will hear remarks by Susan Donegan,
commissioner of Vermont's Department of Financial Regulation. Jim Mclintyre, the VCIA's
legislative representative in Washington DC, will provide legislative highlights. Senator
Patrick Leahy has been invited to welcome attendees at the general session, and Hank
Watkins, president at Lloyd's N.A. will be our keynote speaker.

New this year, at the time registration opened, social Q&A was set up for all sessions,
allowing attendees to provide input during the content development stage. The 2015
conference app allows us to digitally provide all conference information, including seminar
descriptions, speaker information, updated schedule/speaker changes, and seminar
materials.

http://www.captiveinsurancetimes.com/interviews/interview.php?interview_id=102#.VpaRTF...
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Vermont's chief captive regulator, David Provost, will provide his ever popular look at hot
topics that he sees for the industry. Our closing luncheon will spotlight keynote speaker
Captain Richard Phillips on the topic of ‘Steering Your Ship through Rough Waters: Lessons
on Leadership’. The subject of the award winning movie starring Tom Hanks, Vermonter
Captain Phillips will deliver his unforgettable story to our attendees.

The VCIA begins planning for our annual conference almost immediately at the end of the
previous one. Starting in September, more than 35 volunteer members contribute their hard
work and input into designing and producing the three-day event the following August. The
content is based on an extensive member survey as to what issues attendees would like to
see addressed, as well as events that are playing out in the broader insurance arena.

As always, the conference benefits from the ongoing support of our content advisors and
captive owner advisors. Their important role is to ensure the timely, innovative and accurate
content of the seminar presentations. This diligence, coupled with the keen eye of
instructional design advisors, improves the impact of our conference presentations year after
year.

The VCIA works hard to stay attuned to what keeps risk professionals up at night so that we
can provide the most up-to-date and relevant information to the attendees. We pride
ourselves on providing the ‘must attend’ conference in the captive insurance industry.

To view the full issue in which this article appeared - Click Here
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