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4

Case Study One – History of Pinnacle



5

Captive Formation
 2008 – PNFP Captive Insurance Company – Nevada Domicile

 Captive Manager – Wilmington Trust Captive Management Services
 Initial Coverage

 Property Difference in Conditions
Management Liability Deductible Reimbursement and DIC
 Pollution Liability and Clean-up
Workplace Violence Policy
 Privacy and Network Security Policy
 Privacy and Network Security Policy
 FI Bond Excess and Difference in Conditions
 Reputational Risk and Restoration
Merger & Acquisition Representation and Warranty Reimbursement
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Original Design – Bob Davidson
 Davidson Risk Consulting Historical Overview

 Pinnacle National Financial Partners History
Captive origin
Why should a bank holding company own a captive insurance company?
 Loan Loss Fraud
 VSI Insurance
 Electronic Transfer of Funds
Merger & Acquisition Reps and Warranties
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Actuarial Feasibility Study – Rosemary Wickham
 Merlinos & Associates, A Davies Company

 Review of Historical Data
• Expiring policies and endorsements, Estimated historical exposures, property schedule, statement of values, etc.
• Historical ground-up loss runs and any relevant claims data not included on the loss runs;
• Frequencies, severities, commercial rates, and loss ratios from captive manager and benchmark sources
• Description of prospective coverage framework (limits, retentions, etc.) and prospective exposures 

 Preparation of Funding Exhibits for discussion with the Captive Manager and Captive Owner
• Loss Funding- Central (Best) Estimates and Higher Confidence Level Estimates

• Captive Expenses

 Discussions/considerations… final decisions

Captive Application Documents
• Actuarial Feasibility Report Documenting the Actuarial Analysis

• Pro Formas- Expected and Adverse Scenarios

 Evolution Thereafter…
 Annual Actuarial Reserve Studies

 Annual Renewal Funding Studies
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Captive Manager – Andrew Rhea

 Align Risk Historical Review
 Redomestication to Tennessee midnight 2013 (tax savings!)

 Initial Program versus Current Program:

 Coverages 

 Premium

 Limits

 Loss Ratios

 Future Uses
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Current Program - Captive
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Current Program - Property
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Current Program – Management Liability
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Maturity and Redesign

 Holding company insurance program

 Realization that captive was reset last instead of first

 Renewed 2024 program with goal of starting fresh

 Auditor call about 831b status

 December spent converting to 831a

 In process to reset captive prior to renegotiating property and management liability coverage

 



13

Maturity and Redesign
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Summary

• Why was the captive formed?
• Control
• Coverage
• Capacity

• What were the potential disadvantages?
• Time and cost to set up
• Long term ownership
• Time and cost to manage
• Constituent buy-in

• Was it worth it?
• Heck yes!!!

 



Questions?
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