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SIIA 2021 Captive Industry Survey

Formations & Closures
Trend: Captive formation growth outpaced captive closures

• Average Formations: 28
• Average Closures: 20

COVID Claims
Trend: Captive insurance is paying a large majority of COVID-related claims. 

• Of COVID claims submitted, managers reported 80.5% paid claims on average
• The average captive manager reported 75 COVID-related 

• The highest COVID-related claim reported: $2million
• Average COVID-related claim reported: $650,000



SIIA 2021 Captive Survey Key Findings

IRS Activities

• 35% of respondent captives currently under audit by the IRS. 

• Despite IRS pressure and regulatory burdens, captive owners remain 
hesitant to take the IRS Global Settlement Offer.

• Managers reported that over 95% of clients chose not to settle.



Captive Policy Trends

Importance of Captive Literacy

Resiliency/ Hard Market

Owner Involvement

COVID-19 Impacts

Emerging Risks

Tax & Revenue Implications 



2022 Midterms
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Government Spending

Legislation 2020 Cost % GDP

American Rescue Plan (2021) $1.9 Trillion 9.1%

Bipartisan Infrastructure (2021) $1.2 Billion 7%

Reconciliation Bill (2021) $1.75 Trillion (?) 8.9%

CARES Act (2020) $2.02 Trillion 10.2%

Tax Cuts & Jobs Act (2017) $1.9-3.0 Trillion

Marshall Plan (1948) $1.03 Trillion 5.2%

New Deal (1930) $835 Billion 12.6%



Congressional Reconciliation: Tax Provisions
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Tax & the Biden 
Administration
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IRS ‘Takes’



Captive Tax Environment 2021
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Recent 
IRS 
Activity

• New audits (12 audit teams) and Letters to 
Material Advisors

• Referenced the Fraud Enforcement Office, 
Promoter Office, Criminal Investigation and Office 
of Professional Responsibility 

• Penalties for similar programs (e.g., Puerto Rico)

IRS Notice 2020-226 

• Initiated second settlement initiative, more 
restrictions than first settlement

• Taxpayers should not expect to receive a better 
deal 

• IRS: “relentless agencywide commitment to 
combat abusive transactions” 

IRS Notice 2020-241



Captive Timeline

2015 – PATH Act

2019
• First IRS Settlement Initiative

2020
• CIC Supreme Court Brief 
• Jan  - IRS: 80% took settlement, 12 new audit teams will conduct 1000s of audits
• March - Letter 6336   - Taxpayer captive review and response
• July   – IRS issued  6112 letters to captive managers and material advisors
• October  – IR 2020-226  - Letter deadline, independent tax advisors, PR abuse
• IR - 2020-241 – Second settlement offer

2021 
• IRS Caylor win, withholding 30% on premiums paid to foreign captives
• SCOTUS remand of CIC Case
• April – New IRS Office of Promoter Investigations
• July  - Micro captives back on “Dirty Dozen” list    



CIC Services vs. IRS – U.S. Supreme Court

• CIC Services challenged lawfulness and onerous penalties under IRS Notice 2016-66
• IRS argued suit barred by the Anti-Injunction Act as it would “restrain” assessment 

and collection of civil penalties.

At Issue: Notice 2016-66
• Listed certain micro-captives as transactions of interest, imposed penalties on any 

advisor who failed to file the required form.
• Notice  issued without following formal notice and comment process in the APA.

SCOTUS Unanimously Reversed and Remanded Lower Court Decision
• Decision gives tax advisors a legal right to contest IRS enforcement of Notices that 

seek to impose penalties.
• Justice Kagan noted that a reporting requirement is not a tax and setting aside 

reporting rule does not interfere with the IRS’s ability to assess or collect taxes. 
Questioned that advisors must pay the entire amount that the IRS has assessed in 
order to get to court in the first place.



State Activity
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SIIA Activities

CAPTIVE CODE OF 
CONDUCT

INDUSTRY SURVEY

POLICYMAKER TOWN 
HALLS

WEBINARS GRASSROOTS/ 
ADVOCACY



Final Thoughts 

Questions? 

Contact:
Ryan Work, Vice President, Government Affairs

Self-Insurance Institute of American
rwork@siia.org

mailto:rwork@siia.org

