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When a Group Captive Makes Sense
for Your Firm: 3 Considerations

by Matias Ormaza

GROUP CAPTIVES PROVIDE ADVANTAGES TO FIRMS WITH STRONG
SAFETY AND CLAIMS PERFORMANCE

Many AEC firms start out in guaranteed cost insurance programs, and for good reason. The structure is simple,
costs are predictable, and the insurance carrier assumes most of the financial risk. But as firms grow and risk
management becomes more sophisticated, the math changes. Companies invest heavily in safety programs,
driver training, claims management, and operational oversight—yet insurance costs continue rising, even
when their own losses remain low.

That’s why more firms are now looking beyond traditional guaranteed cost insurance to alternatives such as
deductible casualty programs, retrospective programs, self-insured retentions (SIRs) programs, and captives.

In a Group Captive, multiple businesses pool risk together while participating more directly in the financial
performance of their own insurance company. For strong-performing firms with disciplined safety cultures
and favorable loss histories, that structure creates opportunities for greater long-term cost stability,
underwriting profit participation, and investment income that would otherwise stay with the traditional
insurance market. In many cases, strong-performing firms may see upfront savings between 20% and 50% of
current premiums.

Group captives also introduce shared risk among members, collateral commitments, and a longer financial
tail than traditional insurance programs. Understanding both the advantages and the trade-offs is critical
before deciding whether the captive structure is the right fit for your business.

3 KEY ADVANTAGES OF A GROUP CAPTIVE

In a traditional deductible casualty program, much of the financial upside sits with the insurance carrier, even
when your company has a strong year with minimal claims. A Group Captive changes that dynamic because
the participating businesses collectively own the program rather than simply paying into the traditional
insurance market.

Here are three of the biggest benefits a Group Captive can create for strong-performing firms.

1. Recapture underwriting profit and investment income

One of the biggest frustrations strong-performing businesses have with traditional insurance is that the
carrier keeps most of the financial upside when claims stay low. In a Group Captive, you are effectively betting
on your own business and the performance of the other captive members.
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If losses perform better than expected, underwriting profit stays within the captive instead of going to the
traditional insurance market. The captive also earns investment income on the loss funds held within the
program, which can eventually be returned to members as dividends.

2. Greater insulation from insurance market cycles

Traditional insurance pricing still swings heavily with broader market conditions, even for companies with
strong claims performance. Many businesses have experienced this firsthand over the past several years,
particularly in auto liability.

Group captives are more insulated because the participating businesses typically have mature risk
management practices and consistent loss performance. The group funds its predictable losses together and
purchases outside insurance primarily for catastrophic claims that exceed the captive retention layer.

As a result, pricing tends to reflect the captive and individual insured’s own performance rather than the
broader insurance market.

3. Stronger motivation to perform well on losses

In a Group Captive, businesses benefit more directly from controlling claims and reducing losses over time.
That creates stronger alignment around safety, driver training, claims management, and operational
discipline.

Captives also create an environment where firms share best practices openly with peers facing similar
operational risks. Members discuss strategies around telematics, implementation of dashcams, driver
scorecards, return-to-work programs, or lessons learned that have helped reduce frequency and severity of
claims. For many firms, that peer accountability becomes one of the most valuable parts of joining a Group
Captive.

THE BIGGEST RISKS IN A GROUP CAPTIVE

While group captives can create meaningful long-term advantages for strong-performing firms, they are not
the right fit for every business.

One of the biggest considerations is the shared-risk layer among members, meaning another member’s
catastrophic loss year can affect the overall financial performance of the captive, including dividends or
potential assessments. A useful exercise to pressure-test the decision is modeling how your business would
have performed in the captive over the past five years compared to your current insurance structure. This
analysis brings the risk-sharing model to life using your own claims history and the historical performance of
the Group Captive.

Collateral requirements are also important to consider. Similar to a traditional high-deductible program,
group captives require collateral that typically builds over the first three years and then remains tied to a loss
funding formula based on claims performance.

The financial commitment is longer-term than many firms expect. Programs renew annually like traditional
insurance, but because members are funding their own risk layer, they remain financially responsible for
open claims from prior policy years. Since workers’ compensation, auto liability, and general liability claims
can take several years to fully resolve, a captive policy term year may not fully close until five to six years out,
with partial dividends usually starting around year three.
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IS A GROUP CAPTIVE THE RIGHT FIT FOR YOUR FIRM?

Group captives tend to work best for firms with disciplined safety cultures, proactive claims management,
and consistently favorable loss performance. In many cases, companies with challenging claims histories
need several years of focused operational improvement before a captive becomes the right fit.

ADVISING AEC FIRMS ON ALTERNATIVE RISK STRATEGIES

Greyling Insurance Brokerage & Risk Consulting, a division of EPIC Construction & Design, is a specialty
brokerage and advisory firm focused on design professionals and the construction industry. Our team brings
deep experience in how AEC firms approach risk, insurance, and long-term financial performance.

As firms evaluate alternatives to traditional insurance programs, including group captives and other risk
financing structures, we work closely with leadership to assess fit, model potential outcomes, and
understand the operational and financial implications over time. This includes evaluating claims
performance, collateral requirements, risk tolerance, and how different program structures can impact cost
stability and capital efficiency.

We partner with clients to align insurance strategy with broader business objectives, helping them make
informed decisions based on their unique risk profile and long-term goals. If you are exploring whether a
captive or other alternative structure is appropriate for your firm, we welcome the opportunity to provide an
objective perspective grounded in current AEC market dynamics.

Let's Talk

We are a specialty insurance brokerage and risk consulting firm focused on design professionals and the
construction industry. We understand how our clients’ businesses operate based on personal experience and
we influence exceptional management of risk across their enterprises and construction projects.
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