
TIPS TO UNDERSTANDING YOUR

CAPTIVE PERFORMACE STATEMENT

Over the past ten years we have learned that there are common questions that tend to arise on a 
consistent basis as relates to the quarterly Captive Performance Statements and the financial reporting 
of our captives. 

First and foremost, Captive Performance Statements (CPS) report on the performance of the 
Roundstone captive and not any entity’s individual health plan.  1

The “Earned Premium” amount shown on the CPS is the amount of stop loss premium paid to 
Roundstone and earned through the reporting date.  The Losses shown on the CPS, both paid 
and unpaid, represent the losses of the captive (inclusive of all entities participating in the captive). 
Losses are allocated to captive participants based on their pro-rata share of captive premium.   

2

CPS are prepared on a quarterly basis and are released to advisors 45 days after the close of each 
quarter.  The December 31st CPS are released 75 days after the close of the calendar year.  For the 
December 31st  statements, an outside independent actuary opines on the captive’s reserves. The 
actuary is provided with claims activity through the close of February (with reporting being released
on March 15th of each year).

3

CPS are released to captive participants 7-10 days after advisors receive reporting.  Advisors 
receive reporting prior to captive participants so they have the opportunity to review the 
statements, and ask questions if any, prior to their clients receiving the CPS.

4

It is very common for captive participants to receive two CPS for the same quarter (one for each 
underwriting year in which an entity participates).5



The distribution of operating profit typically 
takes place 7 months after the close of 
the underwriting year.  Operating profit 
distributions are treated as ordinary income 
to captive participants in the year in which 
they are received. 

7

Collateral not carried forward to a 
subsequent underwriting year will also be 
distributed to a captive participant once an 
underwriting year officially closes.

8

Each underwriting year is accounted for 
separately.  Underwriting years operate 
independently of one another, so the 
activity of any underwriting year does
not impact the activity of any other 
underwriting year.

9

The captive loss fund is invested in 
conservative investments (money market 
funds or short term US Treasuries) and 
is held in a domestic financial institution.  
Investment income is allocated to each 
captive participant based on their pro-rata 
share of captive premium.
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An entity’s “Net Operating Profit”, as 
shown on the CPS, represents the 
estimated amount of operating profit 
generated by the captive for the entity 
earned through the reporting period.  
This amount is distributed to the captive 
participant once the underwriting year 
officially closes (when there are no 
outstanding reserves).

6

The carrier and Roundstone do not 
advise on any business income tax 
requirements or issues. Use of any 
information from this or any other 
communication referred to is for 
general information only and does not 
represent tax advice either express or 
implied. You are encouraged to seek 
professional tax advice for income 
tax questions and assistance. 

Each participant receives a 
1099 from Roundstone when a 
distribution (underwriting profits 
and investment income) is made. 
Quarterly, you will receive a financial 
statement reflecting a snapshot of 
your performance; this is not a tax 
document. The following addresses 
common accounting approaches for 
captive participants: 

(1) Collateral: Record at cost. 
Deduct the initial investment on the 
balance sheet from cash. Then show 
the outlay as a deposit on the 
balance sheet. 

(2) Underwriting Profit and 
Investment Income: Do not have to 
split these apart when received or 
record until there is a distribution. 
Once distributed, record as 
miscellaneous income on your 
income statement and increase to 
cash on your balance sheet.

How are the underwriting 
profits and investment 
income reflected on my 
financial statement? 


