
Collateral Reduction

£500,000Retention

A novation of the underlying insurance policies of the captive with an aggregate term limit of £15 millionLimit

Until the expiration of all the liabilities transferred under the policy.Term

Eliminates the need for the company to post collateral to cover this riskPotential
Benefits

Employer’s LiabilityCoverage

The parent company of a captive wanted to reduce the amount of collateral letters of credit provided by 
its captive to insurance companies that front for it.

Motivation

InsuranceIndustry

AIG Risk Finance is a division of the property-casualty insurance subsidiaries of American International Group, Inc. (AIG).  Insurance coverages and other financial products underwritten and provided by 
the member companies of AIG and may not be available in all jurisdictions.  Scenarios and descriptions are offered only as summaries and illustrations and may not include all terms, conditions and 
exclusions of the insurance policies and financial products described herein.  Please refer to the final insurance policy or other financial product documentation for complete terms, conditions and 
exclusions.  Terms, conditions and exclusions may vary based on individual jurisdiction requirements and may not be available in all jurisdictions.  All submissions are subject to underwriting guidelines 
and underwriting review and approval.  This presentation does not constitute an offer to sell any of the insurance coverages or other financial products described herein.  We do not provide legal, credit, tax, 
accounting or other professional advice, and you and your advisors should perform your own independent review with respect to such matters as they relate to your particular circumstances and reach your 
own independent conclusions regarding the benefits and risks of any proposed transaction or business relationship. 
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Facilitating the Dissolution of 
a Captive

Incidents occurring during a 10-year periodBuyout Period

Captive sold to an unrelated 3rd party which closed it down
All potential future liabilities of the captive transferred from the captive through the 3rd

party to the insurer

Potential
Benefits

Workers Compensation, General Liability, Automotive Liability and Products LiabilityCoverage

Through an M&A transaction, a company inherited a redundant reinsurance captive.  The 
management team of the company wished to close down the captive in a manner it considered 
effective.  The resulting transaction was: (1) the captive was sold to an unrelated 3rd party; (2) 
the acquiring 3rd party arranged a buyout (loss portfolio transfer) of the insurable risks; and (3) 
the acquiring 3rd party closed down the captive.
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