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Captive Review (CR): What does the acqui-

sition of Cedar Management mean to Cita-

del Risk Group?

Tony Weller (TW): Citadel is not really an 

active participant in the merger and acqui-

sition (M&A) market, nor were we especially 

enthusiastic about the captive management 

market, which on the face of it, makes this a 

is an unusual transaction. However, we have 

known Cedar Management for many years. 

Cells in our segregated cell facility were man-

aged by them for some while and our relation-

ship continued to develop to the extent that I 

think that both entities considered ourselves 

part of each other. This formalised the pro-

cess. There may well be synergies above the 

cells; captives often seek reinsurance and 

fronting paper (Citadel has two US insurance 

carriers), so being able to offer that to clients 

from a trusted resource made sense.

CR: What does it mean to Cedar and why did 

you choose Citadel Risk?

Tom McMahon (TM): When our existing 

partner, USA Risk Group, was acquired by 

a private equity fi rm, we looked at what this 

meant for Cedar, for us and our clients and 

we came to the conclusion that it was not 

a fit for us. So after an amicable separa-

tion from our friends at USA Risk Group, 

we considered our next steps, and given our 

long and good relationships with the folks 

at Citadel, it was a logical move for us. Cit-

adel has been in Bermuda for over 40 years 

and wanted to expand its footprint on the 

island. Citadel also knows the alternative 

market and already provided either a seg-

regated account facility or fronting and or 

reinsurance cover to some of our clients. In 

addition, some of our commercial clients 

have a business relationship with Citadel. 

Citadel also has an expanding footprint in 

Latin America which will tie in well with Cedar’s 

expanding relationships in that region.

CR: How do you plan to maximise the above 

synergies and what ways will the enhanced 

functionality benefi t your clients?

TW: I think it will initially be a fairly quiet pro-

cess. I don’t want to tread on the toes of Cedar 

clients, many of whom will already have all 

the fronting and reinsurance that they need, 

often being sourced from trusted brokers and 

I don’t want to throw my weight around in that 

domain. That said, during recent calls, poten-

tial new captive clients seem to like the idea 

of an entity that can provide all the functions 

that a new captive will need. It can be fairly 

overwhelming having to talk to a plethora of 

captive experts and to have one group that can 

provide all the answers should be attractive 

to a lot of captive owners. We’re not an AON 

or a Marsh, but we can provide some help to 

smaller to medium sized clients who might be 

starting to investigate the captive domain

CR: What additional benefi ts does the own-

ership bring to Cedar and its clients?

TM: I believe the key benefi ts will emerge from 

new clients as most, if not all, of our existing 

clients have their fronting and reinsurance 

structures in place. But in developing new 

business, the products that we can now 

offer include possible fronting and rein-

surance paper. In the past, we were able to 

offer a segregated accounts facility through 

CIRCL to our clients. Now we can formally 

include CIRCL as one of our products.

Cedar will also see benefits from the 

wider marketing and promotional activities 

used by Citadel.

CR: How will the integration of Cedar hap-

pen and what changes will occur on a day-

to-day basis?

TM: Initially, I don’t expect anyone (and by 

that I principally mean clients) will notice any 
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difference. We haven’t even changed the 

sign on the door yet. I keep getting an over-

whelming amount of advice on brand-

ing issues and it’s difficult to come to a 

decision when the pros and cons are not 

always that evident. 

From our clients’ perspective they will 

see no change in day-to-day operations 

  — but behind the scenes, there is a lot 

going. First and foremost is moving from 

the USA Risk Group IT platform over to the 

Citadel platform. And I have to acknowledge 

the support that USA Risk are giving us as 

we transition over. Obviously the branding 

of Cedar within Citadel will result in some 

changes probably down the road but these 

would not affect our day-to-day operations.

CR: Where will the newly expanded cap-

tive division operate?

TW: Initially, everything will be in Ber-

muda, just as it is now. Cedar is by no means 

‘just’ a captive manager. They’ve a signifi-

cant number of clients that are not captives, 

typically Class 3A insurance or reinsurance 

companies that insure risks other than their 

own risk. Some of these companies are ‘retro-

cessionaires’ of Citadel as we have significant 

portions of our own risk which we reinsure. 

We keep significant retentions and the Class 

3As like the idea of Citadel retaining the risk 

as it gives them a sense that we’re completely 

on their side. While I want ‘retrocession-

aires’ to make money from what we do just 

because we should, if they are losing money 

then so are we, and clearly I don’t want that.

CR: Do you see any expansion into onshore 

facilities?

TM: I see potential expansion not just 

onshore but perhaps to other offshore dom-

iciles. Not all clients are suited to Bermuda 

– which may come as a surprise! But if we do 

see opportunities in other domiciles, then I 

can see us expanding accordingly.

CR: Citadel Risk is now able to offer a pretty 

full ‘toolbox’ of captive and reinsurance 

solutions — is this unique?

TW: I don’t think is unique; com-

panies like Randall & Quilter do 

fairly similar things, although I  

am not sure they have the same sort of US 

fronting capacity that we do. Certainly in 

the small to medium market, it is an unu-

sual model. It’s come from a slow devel-

opment of our capacity to do things on the 

island since the 80s, keeping regulators, 

rating agencies and policyholders happy. 

I guess what is different is that I really want 

to know and understand every programme 

that we have; if I don’t, then we’re tak-

ing on too much; it’s hard enough getting 

everything right even when you have a thor-

ough understanding of every transaction 

and the time to maintain them properly.

CR: How will the Cedar consultancy oper-

ate within the new group?

TM: Cedar Consulting is an important 

tool on our product mix and will continue 

to operate as a captive consulting operation, 

either working on feasibility studies for 

potential clients or providing certain con-

sulting services to existing clients. I see no 

change to how Cedar Consulting operates. 

The only change I do see is Cedar Consulting 

taking on additional staff. 

“Citadel has been in 
Bermuda for over 40 
years and wanted to 
expand its footprint  

on the island”
Tom McMahon


