EFFICIENT AND LOW COST CAPTIVE –
MANGROVE PROTECTED CELL COMPANY

Mangrove Insurance Solutions PCC Limited (Mangrove) is a Marsh owned and managed
protected cell company resident and licensed in the Isle of Man. It offers cell owners
similar benefits to a group or single-parent captive from a cost effective perspective.
A Mangrove cell may offer a number of benefits over other loss
funding options, including:
•• Access to a greater number of potential insurers via
reinsurance market and generate more competition, better
pricing and capture commissions.
•• Ability to provide proof of insurance in UK (non-admitted)
and avoid fronting fees and collateral costs on noncompulsory insurance classes.
•• Ability to accumulate assets and capital in a regulated entity
to fund higher deductibles and uninsured risks.
•• Reduce cashflow volatility and improve ability to meet future
unexpected claims as they occur.
•• Reduced accounting (profit and/or loss) volatility on longtail risks through provision of incurred but not reported
(IBNR) reserves.
•• Optimisation of risk transfer and risk retention while
managing the group risk appetite.
•• Providing cover for uninsurable or “difficult to place” risks.

•• Reduced start-up and ongoing costs compared to a
traditional captive. Annual operating costs start from
£26,000pa.
•• Low capital requirement compared to a traditional owned
captive subsidiary.
•• Minimal time commitment compared to a traditional
captive.
•• Ability to self insure contractual obligations and provide
evidence of insurance.
•• Possible tax efficiency from changes in UK Controlled
Foreign Companies legislation.
As of 1 January 2013, changes to UK Controlled Foreign
Company (CFC) regulations came into effect. The changes
increase the de minimis profit threshold from £50,000 to
£500,000 and provide greater relief for foreign subsidiaries
of UK companies by exempting the UK CFC charge on profits
earned on non-UK risks. The new rules include various gateway
provisions to capture and tax profits that would have otherwise
been taxed in the UK.

The below table illustrates the comparison between Mangrove cell with other loss funding
options.
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As captive profits are below £500,000 there is no UK Controlled Foreign Corporation tax charge on UK parent.

MANGROVE CELL FEASIBILITY STUDY
Companies that are considering a Mangrove cell should engage Marsh Captive Advisory to
perform a Mangrove cell feasibility study. The feasibility study establishes whether there are
financial, strategic, and/or tactical benefit(s) in establishing a Mangrove protected cell.
The feasibility study will include the following:
•• Calculate the insured’s ability and appetite to retain risk.
•• Review current insurance programme and model loss experience.
•• Identify appropriate risks to insure in a Mangrove cell.
•• Calculate the corporation and insurance premium tax consequences of owning a
Mangrove cell.
•• Determine whether there is a net financial benefit or cost of owning and operating a
Mangrove cell.
For more information on Mangrove cell, please contact your local client executive or:
NICK GALE
Captive Advisory Practice Leader
+44 (0) 207 357 5129
nick.gale@marsh.com

ROBERT GERAGHTY
Captive Advisory – Senior Consultant
+44 (0) 207 357 2438
robert.geraghty@marsh.com

Statements concerning legal, tax or accounting matters should be understood to be general
observations based solely on our experience as insurance brokers and risk consultants and should not
be relied upon as legal, tax or accounting advice, which we are not authorised to provide.
The information contained herein is based on sources we believe reliable and should be understood
to be general risk management and insurance information only. The information is not intended to be
taken as advice with respect to any individual situation and cannot be relied upon as such.
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CASE STUDY
OUR CLIENT
Our client is a UK manufacturer.
The client was concerned that
deteriorating loss experience would
impact future renewals. Having
learned about changes to the UK
Controlled Foreign Corporation
tax law that came into effect 1
January 2013, the client wanted
to explore captive options to grow
reserves to accommodate possible
future increases in deductibles
and currently uninsured risks
(such as environmental and
contractual liabilities). The client’s
total commercial premium spend
was £1.2m, with various market
deductibles.

THE SOLUTION
The client engaged Marsh to
perform a Mangrove Protected
Cell Feasibility Study to assess the
financial, strategic and operational
benefits of establishing a captive cell
in Marsh’s Mangrove Protected Cell
Company in the Isle of Man.

THE RESULTS
Marsh provided the client with a
report and presentation outlining
the following financial, strategic and
operational benefits of a Mangrove
Protected Cell:
•• Insuring the current deductibles
in a captive cell could save
£297,000 over five years.
•• Accumulated cell funds were
expected to reach £1.9m over
five years.
•• The Cell could be used to insure
contractual obligations that may
otherwise have been insured in
the commercial market, which was
viewed as an unnecessary expense.
The client has decided to establish
a Mangrove Protected Cell to
insure the current programme,
deductibles, subject to completion
of tax and legal review.

