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What RBC Pages Should Be Submitted? 
For year-end 2017 property/casualty (P/C) risk-based 
capital (RBC), hard copies of pages PR001 through 
PR035, as well as PR038 and PR039, should be submit-
ted to any state that requests a hard copy. Beginning with 
the year-end 2011 RBC, a hard copy was not required to 
be submitted to the NAIC, but a portable document  
format (PDF) file representing the hard copy filing is part 
of the electronic filing with the NAIC.

Type 7 Affiliated Investments 
As a result of the adoption of agenda item 2014-29-P by 
the Capital Adequacy (E) Task Force at the 2016 Fall 
National Meeting,  the calculation of the RBC charge 
for the ownership of investment affiliates (affiliate Type 
7) will be simplified by applying a fixed 22.5% times 
the book-adjusted carrying value (BACV) of the 
common stocks, preferred stocks and bonds. 

Operational Risk  
As a result of a technical issue that was presented 
during the June 28 Capital Adequacy (E) Task Force 
conference call, implementation of a risk factor for 
Operational Risk has been deferred for at least a year. 
The Task Force adopted agenda item 2016-13-O at the 
Spring National Meeting and modified it on its June 28 
conference call. At the Spring National Meeting, the 
Task Force in essence voted to “go live” for 2017 
reporting by adopting the structural change to remove 
the informational only page and move the “add-on” 
approach for basic operational risk to Page PR032. On 
its June 28 conference call, the Task Force adopted the 
operational risk instructions for pages PR003 and 
PR032, but voted to reduce the recommended RBC 
charge from 1.5% to 0% for 2017 to allow the Opera-
tional Risk (E) Subgroup to address the technical 
concerns raised.   

Stop Loss

As a result of the adoption of agenda item 2016-17-CA 
by the Capital Adequacy (E) Task Force at the Spring 
National Meeting, a tiered factor approach will be 
applied to Line (9) on page PR019. A footnote was 
added to apply a factor of 0.350 to the first $25,000,000 
in stop loss premium and apply a factor of 0.250 to the 
remaining premium in excess of $25,000,000. 
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Money Market Mutual Funds 
As a result of the reclassification of money market mutual 
funds (MMMFs) to cash equivalents by the Statutory 
Accounting Principles (E) Working Group, the Capital 
Adequacy (E) Task Force  adopted agenda item 2016-15-
CA at Spring National Meeting. MMMFs will be isolated 
on their own line on the Miscellaneous Assets schedule 
and subtracted from the cash equivalents. The Annual 
Statement Source will be Sch E Pt 2 C7 L8599999.  

Catastrophe Risk 
1. Catastrophe risk, long identified as the most significant 
risk missing from the RBC formula, will finally become 
part of the formula for 2017 reporting after more than a 
decade of development.  This is taking place as a result of 
the adoption of agenda item 2016-07-CR by the Capital 
Adequacy (E) Task Force at the Spring National Meeting. 
Please see the proposal for the detail of the changes.  

2. A clarifying change was made to the interrogatory that 
provides insurers with little or no exposure to earthquake 
or hurricane risk to obtain exemption from reporting 
catastrophe risk.  As a result of the adoption of agenda 
item 2016-11-CR by the Capital Adequacy (E) Task 
Force at the Fall National Meeting, the revised interroga-
tory will separate the earthquake and hurricane risks into 
two sections so that a company has to complete this inter-
rogatory if either the earthquake or the hurricane RBC 
charge is zero.  
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Unaffiliated Common Stock Money Market Mutual Funds 
As a result of the adoption of agenda item 2016-15-CA, the Capital Adequacy (E) Task Force  adopted agenda item 
2017-06-CA on its June 28 conference call. To avoid double counting MMMFs in both cash equivalents and common 
stock, the factor was changed to 0.00 in Line (16) on page PR007. The instructions also were revised to reflect the 
change.

Supplemental Benefits within Stand-Alone Medicare Part D Coverage 
As a result of the adoption of agenda item 2016-16-CA by the Capital Adequacy (E) Task Force  at the Spring National 
Meeting, the factor for Supplemental Benefits within Stand-Alone Medicare Part D Coverage (Page PR019, Line (3.2) 
and Line (10.2) were increased to 0.500 and will be applied to claims incurred.

New Underwriting Risk Factors 
On its June 28 conference call, the Capital Adequacy (E) Task Force adopted the new factors for the Underwriting Risk 
page PR017 Underwriting Risk—Reserves Line (4) and PR018 Underwriting Risk—Net Written premium Line (4) . 

Unlike the Line (1) industry average factors that are updated annually, these factors had not been updated since 2010 
reporting. An updated review of the factors using the revised methodology was completed by the American Academy of 
Actuaries (Academy). After further discussion and study by the Property and Casualty Risk-Based Capital (E) Working 
Group, it was agreed to update the Line (4) factors based on the scenario #1 (10% capped) in the report of 2017 Property 
and Casualty Risk-Based Capital Underwriting Line 4 Factors by the Academy. The factors will be re-evaluated again 
and expected to reach the fully proposed values in next four years. The new 2017 factors will be as follows: 

PR017 Underwriting Risk – Reserves

Line (4), Industry Losses & Loss Adjustment Expense Ratio

Col. Line of Business 
2016 

Factor
2017  

Factor
(1) H/F 0.201 0.213 
(2) PPA 0.192 0.181 
(3) CA 0.230 0.243 
(4) WC 0.324 0.336 
(5) CMP 0.465 0.494 
(6) MPL Occurrence 0.431 0.417 
(7) MPL Clms Made 0.306 0.297 
(8) SL 0.257 0.270 
(9) OL 0.511 0.531 

(10) Fidelity / Surety 0.325 0.338 
(11) Special Property 0.191 0.207 
(12) Auto Physical Damage 0.112 0.121 
(13) Other (credit A&H) 0.172 0.186 
(14) Financial / Mortgage 

Guaranty 0.200 0.194 

(15) INTL 0.327 0.336 
(16) REIN. P&F Lines 0.286 0.304 
(17) REIN. Liability 0.769 0.711 
(18) PL 0.643 0.688 
(19) Warranty 0.325 0.338 

PR018 Underwriting Risk – Net Written Premiums

Line (4), Industry Losses & Loss Adjustment Expense Ratio

Col. Line of Business 
2016  

Factor
2017 

Factor
(1) H/F 0.937 0.927 
(2) PPA 0.969 0.969 
(3) CA 0.988 1.005 
(4) WC 1.033 1.044 
(5) CMP 0.921 0.892 
(6) MPL Occurrence 1.822 1.778 
(7) MPL Clms Made 1.092 1.103 
(8) SL 0.904 0.898 
(9) OL 1.042 1.027 

(10) Fidelity / Surety 0.883 0.875 
(11) Special Property 0.941 0.907 
(12) Auto Physical Damage 0.843 0.836 
(13) Other (credit A&H) 0.893 0.906 
(14) Financial / Mortgage 

Guaranty 
1.482 1.515 

(15) INTL 1.169 1.187 
(16) REIN. P&F Lines 1.349 1.223 
(17) REIN. Liability 1.507 1.449 
(18) PL 1.214 1.228 
(19) Warranty 0.883 0.875 
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New Industry Average Risk Factors – Annual Update 
On its June 28 conference call, the Capital Adequacy (E) Task Force adopted the annual update of industry average 
development factors: 

Editorial Change 
The Column (4) headings of PR003 Detail for Affiliated Bonds and Stocks were updated to “Affiliate’s RBC After 
Covariance Before Operational Risk”, and the line references for life and P/C were changed to  Line (67) + (70) and 
Line (73), respectively. 

PR017 Underwriting Risk – Reserves

Line (1), Industry Average Development Factors

Col. Line of Business 
2016 

Factor
2017  

Factor
(1) H/F 0.972 0.984 
(2) PPA 1.002 1.012 
(3) CA 1.015 1.034 
(4) WC 0.971 0.971 
(5) CMP 0.942 0.956 
(6) MPL Occurrence 0.841 0.868 
(7) MPL Clms Made 0.822 0.854 
(8) SL 0.919 0.926 
(9) OL 0.929 0.952 

(10) Fidelity / Surety 1.035 1.016 
(11) Special Property 0.973 0.982 
(12) Auto Physical Damage 0.995 1.001 
(13) Other (credit A&H) 0.986 0.981 
(14) Financial / Mortgage 

Guaranty 0.853 0.820 

(15) INTL 0.897 0.855 
(16) REIN. P&F Lines 0.814 0.814 
(17) REIN. Liability 0.896 0.914 
(18) PL 0.937 0.935 
(19) Warranty 0.977 0.989 

PR018 Underwriting Risk – Net Written Premiums

Line (1), Industry Average Loss and Expense Ratios

Col. Line of Business 
2016  

Factor
2017 

Factor
(1) H/F 0.701 0.688 
(2) PPA 0.792 0.800 
(3) CA 0.689 0.706 
(4) WC 0.752 0.751 
(5) CMP 0.648 0.647 
(6) MPL Occurrence 0.767 0.777 
(7) MPL Clms Made 0.691 0.722 
(8) SL 0.572 0.567 
(9) OL 0.618 0.629 

(10) Fidelity / Surety 0.464 0.430 
(11) Special Property 0.559 0.555 
(12) Auto Physical Damage 0.711 0.727 
(13) Other (credit A&H) 0.699 0.712 
(14) Financial / Mortgage 

Guaranty 
1.293 1.175 

(15) INTL 0.607 0.565 
(16) REIN. P&F Lines 0.512 0.459 
(17) REIN. Liability 0.600 0.609 
(18) PL 0.684 0.670 
(19) Warranty 0.611 0.645 

© 2017 National Association of Insurance Commissioners 

Property and Casualty Risk-Based Capital Newsletter  
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ill
 is

 z
er

o 
or

 n
on

-e
xi

st
en

t f
or

 th
e 

re
po

rte
d 

bo
ok

/a
dj

us
te

d 
ca

rr
yi

ng
 v

al
ue

, t
he

 R
B

C
 c

ha
rg

e 
of

 th
e 

ow
ne

rs
hi

p 
of

 c
om

m
on

 s
to

ck
 in

 th
es

e 
af

fil
ia

te
s 

is
 li

m
ite

d 
to

 th
e 

le
ss

er
 o

f (
a)

 th
e 

To
ta

l R
B

C
 A

fte
r C

ov
ar

ia
nc

e 
of

 th
e 

af
fil

ia
te

 ti
m

es
 

th
e 

pe
rc

en
ta

ge
 o

f 
ow

ne
rs

hi
p 

of
 t

ot
al

 c
om

m
on

 s
to

ck
; 

or
 (

b)
 t

he
 c

om
m

on
 s

to
ck

 b
oo

k/
ad

ju
st

ed
 c

ar
ry

in
g 

va
lu

e 
gr

ea
te

r 
th

an
 z

er
o 

at
 w

hi
ch

 t
he

 a
ff

ili
at

e 
is

 c
ar

rie
d.

 T
o 

es
ta

bl
is

h 
th

e 
pe

rc
en

ta
ge

 o
f 

ow
ne

rs
hi

p 
of

 c
om

m
on

 s
to

ck
, t

he
 b

oo
k/

ad
ju

st
ed

 c
ar

ry
in

g 
va

lu
e 

of
 th

e 
in

su
ra

nc
e 

af
fil

ia
te

 m
us

t 
be

 e
nt

er
ed

 i
n 

C
ol

um
n 

(5
) 

of
 t

he
 a

pp
ro

pr
ia

te
 w

or
ks

he
et

 a
nd

 th
e 

to
ta

l 
ou

ts
ta

nd
in

g 
co

m
m

on
 st

oc
k 

of
 th

at
 a

ff
ili

at
e 

m
us

t b
e 

en
te

re
d 

in
 C

ol
um

n 
(7

). 
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Fo
r a

ll 
ot

he
r i

ns
ur

an
ce

 a
ff

ili
at

es
 o

f t
he

 re
po

rti
ng

 c
om

pa
ny

, t
he

 R
B

C
 c

ha
rg

e 
of

 th
e 

ow
ne

rs
hi

p 
of

 c
om

m
on

 st
oc

k 
in

 th
es

e 
af

fil
ia

te
s c

on
si

st
s o

f t
w

o 
co

m
po

ne
nt

s:
 

(1
)

Th
e 

R
0 c

om
po

ne
nt

, w
hi

ch
 is

 li
m

ite
d 

to
 th

e 
le

ss
er

 o
f (

a)
 th

e 
To

ta
l R

B
C

 A
fte

r C
ov

ar
ia

nc
e 

of
 th

e 
af

fil
ia

te
 ti

m
es

 th
e 

pe
rc

en
ta

ge
 o

f o
w

ne
rs

hi
p 

of
 to

ta
l c

om
m

on
 st

oc
k;

 o
r  

 (b
) t

he
 st

at
ut

or
y 

su
rp

lu
s o

f t
he

 a
ff

ili
at

e 
tim

es
 th

e 
pe

rc
en

ta
ge

 o
f o

w
ne

rs
hi

p 
of

 to
ta

l c
om

m
on

 st
oc

k.
  

(2
)

Th
e 

R
2 c

om
po

ne
nt

, w
hi

ch
 is

 c
om

pu
te

d 
in

 th
e 

fo
llo

w
in

g 
m

an
ne

r: 
If

 th
e 

To
ta

l R
B

C
 A

fte
r C

ov
ar

ia
nc

e 
of

 th
e 

af
fil

ia
te

 ti
m

es
 th

e 
pe

rc
en

ta
ge

 o
f o

w
ne

rs
hi

p 
of

 to
ta

l c
om

m
on

 st
oc

k 
is

 g
re

at
er

 th
an

 th
e 

bo
ok

 / 
ad

ju
st

ed
 c

ar
ry

in
g 

va
lu

e,
 th

e 
R 2

co
m

po
ne

nt
 is

 se
t e

qu
al

 to
 th

e 
am

ou
nt

 o
f t

he
 b

oo
k 

/ a
dj

us
te

d 
ca

rr
yi

ng
 v

al
ue

 o
f t

he
 c

om
m

on
 st

oc
k 

th
at

 e
xc

ee
ds

 th
e 

va
lu

e 
ob

ta
in

ed
 fr

om
 th

e 
R

0 c
om

po
ne

nt
 (s

te
p 

(1
)(

b)
 

ab
ov

e)
. 

O
th

er
w

is
e,

 th
e 

R
2 c

om
po

ne
nt

 is
 s

et
 e

qu
al

 to
 th

e 
la

rg
er

 o
f (

a)
 2

2.
5 

pe
rc

en
t t

im
es

 th
e 

ex
ce

ss
 o

f b
oo

k 
/ a

dj
us

te
d 

ca
rr

yi
ng

 v
al

ue
 o

ve
r t

he
 p

ro
 ra

ta
 st

at
ut

or
y 

su
rp

lu
s 

va
lu

e 
fo

r 
th

e 
af

fil
ia

te
; a

nd
 (

b)
 th

e 
am

ou
nt

 th
at

 T
ot

al
 R

B
C

 A
fte

r 
C

ov
ar

ia
nc

e 
of

 th
e 

af
fil

ia
te

 ti
m

es
 th

e 
pe

rc
en

ta
ge

 o
f 

ow
ne

rs
hi

p 
of

 to
ta

l c
om

m
on

 s
to

ck
 e

xc
ee

ds
 th

e 
va

lu
e 

ob
ta

in
ed

 fr
om

 th
e 

R
0 c

om
po

ne
nt

. 
  

In
 a

ny
 c

as
e,

 th
e 

R
2 c

om
po

ne
nt

 is
 li

m
ite

d 
to

 a
 fl

oo
r o

f z
er

o.
  

Th
e 

R
B

C
 c

ha
rg

e 
fo

r o
w

ne
rs

hi
p 

of
 p

re
fe

rr
ed

 s
to

ck
 o

n 
th

es
e 

af
fil

ia
te

s 
is

 s
om

ew
ha

t m
or

e 
co

m
pl

ex
 a

nd
 d

ep
en

ds
 o

n 
w

he
th

er
 th

er
e 

is
 e

xc
es

s 
RB

C 
ov

er
 a

nd
 a

bo
ve

 th
e 

to
ta

l v
al

ue
 o

f t
he

 
ou

ts
ta

nd
in

g 
co

m
m

on
 st

oc
k.

  E
xc

es
s R

B
C

 is
 d

ef
in

ed
 a

s t
he

 a
m

ou
nt

 th
at

 th
e 

To
ta

l R
B

C
 A

fte
r C

ov
ar

ia
nc

e 
of

 th
e 

af
fil

ia
te

 e
xc

ee
ds

 th
e 

co
m

m
on

 st
oc

k 
bo

ok
/a

dj
us

te
d 

ca
rr

yi
ng

 v
al

ue
 fo

r t
he

 
in

ve
st

m
en

t i
n 

th
at

 a
ff

ili
at

e.
  I

f t
he

 T
ot

al
 R

B
C

 A
fte

r C
ov

ar
ia

nc
e 

of
 th

e 
af

fil
ia

te
 is

 le
ss

 th
an

 th
e 

co
m

m
on

 st
oc

k 
bo

ok
/a

dj
us

te
d 

ca
rr

yi
ng

 v
al

ue
 fo

r t
he

 in
ve

st
m

en
t i

n 
th

at
 a

ff
ili

at
e,

 th
en

 th
er

e 
is

 n
o 

ex
ce

ss
 R

B
C

 a
nd

 th
er

e 
is

 n
o 

R
B

C
 c

ha
rg

e 
fo

r t
he

 o
w

ne
rs

hi
p 

of
 th

e 
pr

ef
er

re
d 

st
oc

k.
  I

f t
he

re
 is

 e
xc

es
s 

R
B

C
, t

he
n 

th
e 

ch
ar

ge
 fo

r o
w

ne
rs

hi
p 

of
 th

e 
pr

ef
er

re
d 

st
oc

k 
is

 th
e 

le
ss

er
 o

f (
a)

 
th

e 
pr

o 
ra

ta
 sh

ar
e 

of
 th

e 
ex

ce
ss

 R
B

C
; o

r (
b)

 th
e 

re
po

rti
ng

 c
om

pa
ny

’s
 b

oo
k/

ad
ju

st
ed

 c
ar

ry
in

g 
va

lu
e 

of
 th

e 
pr

ef
er

re
d 

st
oc

k 
gr

ea
te

r t
ha

n 
ze

ro
.  

Th
e 

pr
o 

ra
ta

 o
w

ne
rs

hi
p 

of
 p

re
fe

rr
ed

 st
oc

k 
is

 
th

e 
ra

tio
 o

f t
he

 a
ff

ili
at

e’
s 

pr
ef

er
re

d 
st

oc
k 

in
 C

ol
um

n 
(1

0)
 o

f t
he

 a
ff

ili
at

ed
 w

or
ks

he
et

 to
 th

e 
va

lu
e 

of
 a

ll 
ou

ts
ta

nd
in

g 
pr

ef
er

re
d 

st
oc

k 
in

 C
ol

um
n 

(1
1)

.  
Th

e 
pr

o 
ra

ta
 sh

ar
e 

is
 m

ul
tip

lie
d 

by
 

th
e 

ex
ce

ss
 R

B
C

 a
nd

 c
om

pa
re

d 
to

 th
e 

ca
rr

yi
ng

 v
al

ue
 o

f p
re

fe
rr

ed
 st

oc
k 

in
 C

ol
um

n 
(1

0)
. 

Th
e 

R
B

C
 c

ha
rg

e 
fo

r o
w

ne
rs

hi
p 

of
 b

on
ds

 in
 th

es
e 

af
fil

ia
te

s 
is

 b
as

ed
 o

n 
ex

ce
ss

 R
BC

 to
 th

e 
ex

te
nt

 th
at

 th
e 

To
ta

l R
B

C
 A

fte
r C

ov
ar

ia
nc

e 
of

 th
e 

af
fil

ia
te

 e
xc

ee
ds

 b
ot

h 
th

e 
co

m
m

on
 s

to
ck

 
bo

ok
 / 

ad
ju

st
ed

 c
ar

ry
in

g 
va

lu
e 

fo
r t

he
 in

ve
st

m
en

t i
n 

th
at

 a
ff

ili
at

e 
an

d 
th

e 
to

ta
l o

ut
st

an
di

ng
 p

re
fe

rr
ed

 s
to

ck
 o

f t
he

 a
ff

ili
at

e.
  I

f t
ha

t s
itu

at
io

n 
oc

cu
rs

, t
he

n 
th

e 
R

B
C

 c
ha

rg
e 

fo
r o

w
ne

rs
hi

p 
of

 th
os

e 
bo

nd
s i

s c
al

cu
la

te
d 

by
 m

ul
tip

ly
in

g 
th

e 
pr

o 
ra

ta
 o

w
ne

rs
hi

p 
of

 th
e 

bo
nd

s t
im

es
 th

e 
ex

ce
ss

 R
B

C
 a

nd
 th

en
 c

om
pa

rin
g 

th
at

 fi
gu

re
 to

 th
e 

bo
ok

/a
dj

us
te

d 
ca

rr
yi

ng
 v

al
ue

 o
f t

he
 b

on
ds

.  
Th

e 
ca

rr
yi

ng
 v

al
ue

 o
f b

on
ds

 m
us

t b
e 

en
te

re
d 

in
 C

ol
um

n 
(1

3)
 o

f t
he

 a
pp

ro
pr

ia
te

 a
ff

ili
at

ed
 w

or
ks

he
et

 a
nd

 th
e 

to
ta

l o
ut

st
an

di
ng

 v
al

ue
 o

f b
on

ds
 m

us
t b

e 
en

te
re

d 
in

 C
ol

um
n 

(1
4)

.  
Th

e 
R

B
C

 c
ha

rg
e 

fo
r o

w
ne

rs
hi

p 
is

 th
e 

le
ss

er
 o

f t
he

 p
ro

 ra
ta

 e
xc

es
s R

B
C

 o
r t

he
 c

ar
ry

in
g 

va
lu

e 
of

 th
e 

bo
nd

s t
ha

t i
s g

re
at

er
 th

an
 z

er
o.

To
 d

et
er

m
in

e 
th

e 
va

lu
e 

of
 to

ta
l o

ut
st

an
di

ng
 c

om
m

on
 st

oc
k 

or
 to

ta
l o

ut
st

an
di

ng
 p

re
fe

rr
ed

 st
oc

k,
 d

iv
id

e 
th

e 
bo

ok
/a

dj
us

te
d 

ca
rr

yi
ng

 v
al

ue
 o

f t
he

 in
ve

st
m

en
t (

fo
un

d 
in

 S
ch

ed
ul

e 
D

 - 
Pa

rt 
6 

Se
ct

io
n 

1,
 C

ol
um

n 
7)

 b
y 

th
e 

pe
rc

en
ta

ge
 o

f o
w

ne
rs

hi
p 

(f
ou

nd
 in

 S
ch

ed
ul

e 
D

 –
 P

ar
t 6

 –
 S

ec
tio

n 
1,

 C
ol

um
n 

9)
.  

Fo
r e

xa
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ff
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ed

 In
su
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O

w
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To
ta

l C
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m
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C
om
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B

oo
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C
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g 

V
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O
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p 
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O
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A
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In
 s

om
e 

in
st

an
ce

s, 
a 

co
m

pa
ny

 m
ay

 o
w

n 
pr

ef
er

re
d 

st
oc

k 
or

 b
on

ds
 in

 a
n 

af
fil

ia
te

 s
ub

je
ct

 to
 R

B
C

 y
et

 h
ol

d 
no

 c
om

m
on

 s
to

ck
, o

r m
ay

 o
w

n 
bo

nd
s 

bu
t n

o 
co

m
m

on
 o

r p
re

fe
rr

ed
 s

to
ck

.  
In

 
th

os
e 

in
st

an
ce

s, 
th

e 
co

m
pa

ny
 m

us
t c

om
pu

te
 th

e 
no

tio
na

l v
al

ue
 o

f t
he

 o
ut

st
an

di
ng

 v
al

ue
 o

f t
he

 a
ff

ili
at

e’
s 

co
m

m
on

 a
nd

/o
r p

re
fe

rr
ed

 s
to

ck
 to

 d
et

er
m

in
e 

if 
th

er
e 

is
 a

ny
 e

xc
es

s. 
V

al
ua

tio
n 

of
 th

e 
to

ta
l o

ut
st

an
di

ng
 c

om
m

on
 a

nd
 p

re
fe

rr
ed

 st
oc

k 
m

us
t b

e 
ba

se
d 

on
 o

ne
 o

f t
he

 a
cc

ep
te

d 
m

et
ho

ds
 o

ut
lin

ed
 in

 th
e 

Pu
rp

os
es

 a
nd

 P
ro

ce
du

re
s M

an
ua

l o
f t

he
 N

AI
C

 In
ve

st
m

en
t A

na
ly

si
s 

O
ffi

ce
.
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*I
n 

th
e 

ra
re

 c
as

e 
w

he
re

 T
ot

al
 R

B
C

 A
fte

r C
ov

ar
ia

nc
e 

ex
ce

ed
s t

he
 c

ar
ry

in
g 

va
lu

e 
(m

ar
ke

t),
 w

hi
ch

 in
 tu

rn
 e

xc
ee

ds
 st

at
ut

or
y 

su
rp

lu
s, 

th
e 

fo
rm

ul
a 

w
ill

 a
pp

ly
 1

00
 p

er
ce

nt
 o

f t
he

 d
iff

er
en

ce
 

be
tw

ee
n 

th
e 

m
ar

ke
t a

nd
 s

ur
pl

us
 v

al
ue

s 
as

 a
n 

ad
di

tio
na

l R
B

C
 c

ha
rg

e 
to

 th
e 

R 2
 c

om
po

ne
nt

.  
Th

e 
am

ou
nt

 o
f s

ta
tu

to
ry

 s
ur

pl
us

 (a
dj

us
te

d 
fo

r p
er

ce
nt

ag
e 

ow
ne

rs
hi

p)
 c

on
tin

ue
s 

to
 b

e 
ad

de
d 

to
 th

e 
fo

rm
ul

a’
s R

0 c
om

po
ne

nt
. 

A
ls

o,
 n

ot
e 

th
at

 th
e 

fo
rm

ul
a 

co
m

pa
re

s 
th

e 
am

ou
nt

 g
en

er
at

ed
 b

y 
22

.5
 p

er
ce

nt
 o

f 
m

ar
ke

t c
ar

ry
in

g 
va

lu
e 

le
ss

 s
ta

tu
to

ry
 s

ur
pl

us
 to

 th
e 

am
ou

nt
 o

f 
R

B
C

 A
fte

r 
C

ov
ar

ia
nc

e 
le

ss
 s

ta
tu

to
ry

 
su

rp
lu

s 
an

d 
in

cr
ea

se
s 

th
e 

R
2 c

om
po

ne
nt

 b
y 

th
e 

la
rg

er
 a

m
ou

nt
.  

Th
is

 is
 d

on
e 

in
 o

rd
er

 to
 s

at
is

fy
 th

e 
in

iti
al

 r
eq

ui
re

m
en

t t
ha

t t
he

 R
B

C
 c

ha
rg

e 
fo

r 
ow

ne
rs

hi
p 

of
 s

uc
h 

co
m

m
on

 s
to

ck
 is

 
lim

ite
d 

to
 th

e 
le

ss
er

 o
f 

R
B

C
 A

fte
r 

C
ov

ar
ia

nc
e 

or
 th

e 
fin

an
ci

al
 s

ta
te

m
en

t c
ar

ry
in

g 
va

lu
e 

of
 th

e 
in

su
re

r (
bo

th
 a

dj
us

te
d 

fo
r p

er
ce

nt
ag

e 
ow

ne
rs

hi
p)

.  
Th

e 
si

tu
at

io
n 

ca
n 

oc
cu

r 
w

he
re

 th
e 

m
ar

ke
t c

ar
ry

in
g 

va
lu

e 
is

 g
re

at
er

 th
an

 R
B

C
 A

fte
r C

ov
ar

ia
nc

e,
 w

hi
ch

 in
 tu

rn
 is

 g
re

at
er

 th
an

 st
at

ut
or

y 
su

rp
lu

s, 
w

hi
ch

 le
ad

s t
o 

th
e 

ne
ed

 to
 m

ak
e 

th
is

 c
om

pa
ris

on
. 

D
ire

ct
ly

 O
w

ne
d 

U
.S

. P
ro

pe
rty
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 C

as
ua

lty
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su
ra

nc
e 

A
ff

ili
at

es
 

En
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 C
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 c
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 c
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 c
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 c
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 c
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 m
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 b
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l m
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 c
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 b
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 s
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m
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, b
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 c
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 p
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 p
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f b
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 c
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 p
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f c
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 c
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 b
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 d
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 c

ap
pe

d 
at

 4
0 

pe
rc

en
t. 

Th
e 

Se
le

ct
ed

 A
ve

ra
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ra
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 d
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 c
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 f
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 c
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 o
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 re
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 d
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 c
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 E

xp
en

se
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B
C
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w

ed
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r l
os
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ns
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in

es
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 b
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m
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. T
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 b

y-
lin

e 
pe

rc
en

ta
ge

 fo
un

d 
in

 S
ch

ed
ul

e 
P,

 P
ar

t 7
B

, S
ec

tio
n 

1,
 C

ol
um

n 
3 
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 p

ul
le

d 
vi

a 
th

e 
ve

nd
or

 li
nk

 o
r m

an
ua

lly
 e

nt
er

ed
 o

n 
th

e 
R

B
C
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e 

(f
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 c
om
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ne

d 
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, t
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d 
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er
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e 

is
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). 
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Li
ne

 1
2 

– 
Lo

ss
 S

en
si

tiv
e 

D
is

co
un

t –
 T

hi
s 

is
 th

e 
to

ta
l d

is
co

un
t f

or
 lo

ss
 s

en
si

tiv
e 

bu
si

ne
ss

, c
om

pu
te

d 
as

 [L
(0

9)
 x

 .3
0 

x 
L(

10
) +

 L
(0

9)
 x

 .1
5 

x 
L(

11
)]

. P
rio

r t
o 

th
e 

ca
lc

ul
at

io
n,

 L
(1

0)
 a

nd
 

L(
11

) a
re

 b
ot

h 
ca

pp
ed

 a
t 1

00
 p

er
ce

nt
. I

f L
(1

0)
 o

r L
(1

1)
 is

 n
eg

at
iv

e,
 th

en
 th

at
 li

ne
 is

 se
t t

o 
ze

ro
 p

rio
r t

o 
th

e 
ca

lc
ul

at
io

n 
of

 th
e 

to
ta

l l
os

s s
en

si
tiv

e 
di

sc
ou

nt
. 

Li
ne

 1
3 

– 
Lo

ss
 &

 L
os

s A
dj

us
tm

en
t E

xp
en

se
 R

B
C

 A
fte

r D
is

co
un

ts
 –

 C
al

cu
la

te
d 

as
 L

(0
9)

 –
 L

(1
2)

. 

Li
ne

 1
4 

– 
Lo

ss
 C

on
ce

nt
ra

tio
n 

Fa
ct

or
 –

 A
 d

is
co

un
t f

or
 s

pr
ea

d 
of

 b
us

in
es

s 
is

 a
pp

lie
d 

to
 th

e 
to

ta
l L

os
s 

an
d 

Ex
pe

ns
e 

R
B

C
 A

fte
r D

is
co

un
ts

 in
 C

(1
6)

 L
(1

3)
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hi
s 

re
fle

ct
s 

th
e 

fa
ct

 th
at

 a
 

di
ve

rs
ifi

ed
 p

or
tfo

lio
 o

f i
ns

ur
an

ce
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 n
ot

 li
ke

ly
 to

 e
xp

er
ie

nc
e 

po
or

 re
su

lts
 in

 a
ll 

lin
es

 s
im

ul
ta

ne
ou

sl
y.

 T
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 L
os

s 
C

on
ce

nt
ra

tio
n 

Fa
ct

or
 (L

C
F)

 is
 c

al
cu

la
te

d 
fr

om
 th

e 
se

pa
ra

te
 S

ch
ed

ul
e 

P 
lin

es
. W

he
n 

de
te

rm
in

in
g 

th
e 

la
rg

es
t l

in
e,

 c
la

im
s-

m
ad

e 
an

d 
oc

cu
rr

en
ce

 (O
th

er
 L

ia
bi

lit
y 

an
d 

Pr
od

uc
ts

 L
ia

bi
lit

y)
 lo

ss
 a

nd
 e

xp
en

se
 re

se
rv

es
 s

ho
ul

d 
be

 c
om

bi
ne

d.
 T

o 
ca

lc
ul

at
e 

th
e 

LC
F,

 
th

e 
re

se
rv

e 
fo

r 
th

e 
la

rg
es

t l
in

e 
in

 S
ch

ed
ul

e 
P 
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 d

iv
id

ed
 b

y 
th

e 
to

ta
l r

es
er

ve
s 
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 S

ch
ed

ul
e 

P,
 P

ar
t 1

 S
um

m
ar

y,
 a

nd
 th

is
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m
ou

nt
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 m
ul

tip
lie

d 
by
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.3

00
 a

nd
 th

en
 a

dd
ed
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 0

.7
00
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f 

a 
co

m
pa

ny
 o

nl
y 

w
rit

es
 o

ne
 li

ne
 o

f 
bu

si
ne

ss
, t

he
 r

at
io

 o
f 

th
at

 s
in

gl
e 

lin
e 

to
 th

e 
to

ta
l r

es
er

ve
s 

is
 1

.0
00

 a
nd

 th
e 

ca
lc

ul
at

ed
 L

C
F 

is
 a

ls
o 

1.
00

0 
[(

1.
00

0 
x 

0.
30

0)
 +

 0
.7

00
 =

 1
.0

00
]. 

If
 a

 
co

m
pa

ny
’s

 la
rg

es
t l

in
e 

of
 b

us
in

es
s 

m
ak

es
 u

p 
ha

lf 
of

 it
s 

to
ta

l r
es

er
ve

s, 
th

e 
ca

lc
ul

at
io

n 
is

 [
(0

.5
00

 x
 0

.3
00

) 
+ 

0.
70

0 
= 

0.
85

0]
. I

n 
th

is
 s

ec
on

d 
ex

am
pl

e,
 th

e 
co

m
pa

ny
 w

ou
ld

 r
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ei
ve

 a
 

di
sc

ou
nt

 o
f 1

5 
pe

rc
en

t t
o 

its
 L

os
s a

nd
 E

xp
en

se
 R

B
C

 A
fte

r D
is

co
un

ts
. 

Li
ne

 1
5 

–T
ot

al
 N

et
 R

es
er

ve
 R

B
C

 –
 L

(1
3)

 x
 L

(1
4)

 x
 1

,0
00

. S
in

ce
 th

e 
nu

m
be

rs
 in

 S
ch

ed
ul

e 
P 

ar
e 

pr
es

en
te

d 
in

 0
00

’s
, t

he
 re

su
lt 

he
re

 m
us

t b
e 

m
ul

tip
lie

d 
by

 1
,0

00
 to

 b
rin

g 
it 
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 w

ho
le
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g 

R
is
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– 

N
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rit
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n 
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m
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Li
ne

 0
1 

– 
In

du
st

ry
 A

ve
ra

ge
 L

os
s &

 L
os

s A
dj

us
tm

en
t E

xp
en

se
 R

at
io

 –
 T

he
se

 fa
ct

or
s a

re
 p

ro
vi

de
d 

by
 th

e 
N

A
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 a
nd
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re

 sh
ow

n 
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e 

U
nd

er
w

rit
in
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R

B
C

 S
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m
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y 
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ne
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f b

us
in
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Th
e 

fa
ct
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as
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n 

th
e 
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st
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 e
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ie
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e 
of

 c
om

pa
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ng
 to

 th
e 

N
A

IC
 a

nd
 re

pr
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en
t v

irt
ua

lly
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ll 
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 th
e 

pr
op

er
ty

 c
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ua
lty

 in
du

st
ry

’s
 lo

ss
 e

xp
er

ie
nc

e.
 

Li
ne

 0
2 

– 
C

om
pa

ny
 A

ve
ra

ge
 L

os
s a

nd
 L

os
s A

dj
us

tm
en

t  
Ex

pe
ns

e 
R

at
io

 –
 F

or
 e

ac
h 

lin
e 

of
 b

us
in

es
s, 

th
is

 is
 d

ef
in

ed
 a

s a
 st

ra
ig

ht
 a

ve
ra

ge
 o

f a
 c

om
pa

ny
’s

 a
cc

id
en

t y
ea

r l
os

s a
nd

 e
xp

en
se

 
ra

tio
s. 

Fo
r 

th
e 

20
17

 a
nn

ua
l s
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te

m
en

t, 
th

e 
m

os
t r

ec
en

t 1
0 

ac
ci

de
nt

 y
ea

rs
 (2

00
8 

to
 2

01
7)

 a
re

 u
se

d 
fo

r 
al

l l
in

es
. R

ei
ns

ur
an

ce
 f

or
 P

ro
pe

rty
 li

ne
 a

nd
 R

ei
ns

ur
an
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 fo

r 
Fi

na
nc

ia
l l

in
e 

ar
e 
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m
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d 
be

fo
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 c
om

pu
tin

g 
th

e 
C

om
pa

ny
 A

ve
ra

ge
 L

os
s a

nd
 E

xp
en

se
 R

at
io
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Th
e 

co
m

pa
ny

 a
ve

ra
ge

 lo
ss

 a
nd

 e
xp

en
se

 ra
tio

 is
 se

t e
qu

al
 to

 th
e 

in
du

st
ry

 a
ve

ra
ge

 lo
ss

 a
nd

 e
xp

en
se

 ra
tio

 (i
.e

., 
R

ow
 0

2 
= 

R
ow

 0
1)

 if
 a

ny
 o

f t
he

 fo
llo

w
in

g 
co

nd
iti

on
s i

s t
ru

e:
 

1)
 T

he
 lo

ss
 a

nd
 e

xp
en

se
 ra

tio
 fo

r a
ny

 a
cc

id
en

t y
ea

r i
s z

er
o 

or
 n

eg
at

iv
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2)

 T
he

 n
et

 e
ar

ne
d 

pr
em

iu
m

 fo
r a

ny
 a

cc
id

en
t y

ea
r i

s z
er

o 
or

 n
eg

at
iv

e.
 

O
th

er
w

is
e,

 th
e 

co
m

pa
ny

 a
ve

ra
ge

 lo
ss

 a
nd

 e
xp

en
se

 ra
tio

 is
 c

al
cu

la
te

d 
su

bj
ec

t t
o 

a 
de

 m
in

im
us

 te
st

. T
he

 d
e 

m
in

im
us

 te
st
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te
nd

ed
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 a
vo

id
 u

nu
su

al
 lo

ss
 a

nd
 e

xp
en

se
 ra

tio
s p

ro
du

ce
d 

in
 

ye
ar

s w
ith

 lo
w

 p
re

m
iu

m
 v

ol
um

es
. T

he
 p

ro
ce

du
re

 is
: 

Fo
r e

ac
h 

lin
e,

 c
al

cu
la

te
 th

e 
av

er
ag

e 
ne

t e
ar

ne
d 

pr
em

iu
m

 fo
r t

he
 a

va
ila

bl
e 

ye
ar

s. 
If

 m
or

e 
th

an
 tw

o 
ye

ar
s’

 n
et

 e
ar

ne
d 

pr
em

iu
m

 is
 le

ss
 th

an
 2

0 
pe

rc
en

t o
f t

he
 a

ve
ra

ge
 n

et
 e

ar
ne

d 
pr

em
iu

m
, a

 c
om

pa
ny

 is
 n

ot
 e

lig
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le
 f

or
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n 
ex

pe
rie

nc
e 

ad
ju

st
m

en
t a

nd
 R

ow
 0

2 
is
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et

 e
qu

al
 to

 R
ow

 0
1.

 O
th

er
w

is
e,

 a
 c

om
pa

ny
 m

us
t e

xc
lu

de
 y

ea
rs

 w
he

re
 th

e 
ne

t e
ar

ne
d 

pr
em

iu
m

 is
 le

ss
 th

an
 2

0 
pe

rc
en

t o
f 

th
e 

av
er

ag
e 

ne
t e

ar
ne

d 
pr

em
iu

m
 a

nd
 ta

ke
 a

 s
tra

ig
ht

 a
ve

ra
ge

 o
f 

th
e 

lo
ss

 a
nd

 e
xp

en
se

 r
at

io
s 

of
 th

e 
re

m
ai

ni
ng

 y
ea

rs
. I

n 
ad

di
tio

n,
 e

ac
h 

ac
ci

de
nt

 y
ea

r l
os

s a
nd

 e
xp

en
se

 ra
tio

 m
us

t b
e 

ca
pp

ed
 a

t 3
00

 p
er

ce
nt

 b
ef

or
e 

ca
lc

ul
at

in
g 

th
e 

st
ra

ig
ht

 a
ve

ra
ge

. 

Li
ne

 0
3 

is
 th

e 
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tio
 o

f L
in

e 
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 to
 L

in
e 

01
. I

f t
he

 c
om

pa
ny

 is
 re
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ire

d 
to

 u
se

 th
e 

in
du

st
ry

 a
ve

ra
ge

 e
xp

er
ie

nc
e 

(R
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 0
2 
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R

ow
 0

1)
, t

hi
s l

in
e 
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 se

t a
t 1
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00
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Li
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4 

– 
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&

 L
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A
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at
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st
ry
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B

C
 lo
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xp
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se
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at
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to
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 p
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e 

N
A

IC
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ho
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e 

U
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w

rit
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g 
R

B
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Li
ne

 0
5 

– 
C

om
pa

ny
 R

B
C

 L
os

se
s 

&
 L

os
s 

A
dj

us
tm

en
t E

xp
en

se
 R

at
io

 –
 T

hi
s 

ra
tio

 is
 a

n 
eq

ua
lly

 w
ei

gh
te

d 
av

er
ag

e 
of

 (
a)

 th
e 

In
du

st
ry

 R
B

C
 L

os
s 

an
d 

Ex
pe

ns
e 

R
at

io
 a

dj
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te
d 
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 th

e 
C

om
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 In
du
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at
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nd
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) t
he
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ry

 R
B

C
 L
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s a

nd
 E

xp
en

se
 R

at
io
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Li
ne

 0
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C
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 U

nd
er

w
rit
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g 
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pe
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e 

R
at

io
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 T
hi
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f o
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er
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nd
er

w
rit

in
g 

ex
pe

ns
e 

in
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rr
ed

 fo
un
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in
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e 
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al
 st

at
em

en
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 C
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 to

 to
ta
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et

 w
rit

te
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iu
m
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r 
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e 
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en
t y

ea
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U
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rit
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g 
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d 
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t E
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it 
Pa
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 C
6.

 If
 th

e 
ra

tio
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 n
eg

at
iv

e,
 it

 is
 re

se
t t

o 
ze

ro
. A

ls
o,

 th
e 

ra
tio

 is
 c

ap
pe

d 
so

 th
at

 it
 c

an
no

t e
xc

ee
d 

40
0 

pe
rc

en
t. 

Li
ne

 0
7 

– 
A

dj
us

tm
en

t 
fo

r 
In

ve
st

m
en

t 
In

co
m

e 
– 

Th
is

 d
is

co
un

t 
fa

ct
or

 a
ss

um
es

 a
 5

 p
er

ce
nt

 i
nt

er
es

t 
ra

te
. 

Fo
r 

lin
es

 o
f 

bu
si

ne
ss

 o
th

er
 t

ha
n 

w
or

ke
rs

’ 
co

m
pe

ns
at

io
n 

an
d 

th
e 

ex
ce

ss
 

re
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e 
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, t
he
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ay

m
en

t p
at

te
rn

 is
 d

et
er

m
in

ed
 u

si
ng
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n 

IR
S-
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pe
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et

ho
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lo
gy

 a
pp

lie
d 
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 in
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st

ry
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id
e 

Sc
he

du
le

 P
 d
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a 

by
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ne
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f b
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 w
or

ke
rs

’ c
om

pe
ns
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d 
th

e 
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ra
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e 

lin
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 p
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m
en

t p
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de
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in
ed

 b
y 

fit
tin

g 
a 
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rv

e 
to

 th
e 

da
ta

. W
or

ke
rs

’ c
om

pe
ns

at
io

n 
is

 a
dj

us
te

d 
to

 re
fle

ct
 th

e 
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r p
or
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n 

of
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. T
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 fa
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 p
ro
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d 
by
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N
A
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U
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er
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R
B
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f b
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 c
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f d
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ne
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 b
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 c
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w
rit
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N
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 C
ap
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m
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 r
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se
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at
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s 
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 f
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t 
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m
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d 
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 c
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ra

tio
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t m
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 b
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 c
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 c
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ra
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 b
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 c
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 b
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 p
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at
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 b
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 c
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 c
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 b
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) C
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) D
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 c
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 c
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 c
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 p
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ro
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 f
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 m
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 d
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 p
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 c
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 m
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ra
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M
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ra
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t p
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 b
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is

tra
tiv

e 
se

rv
ic

es
 o

nl
y 

(A
SO

) 
co

nt
ra

ct
s, 

or
 a

ny
 n

on
-u

nd
er

w
rit

te
n 

bu
si

ne
ss

. T
he

se
 p

ro
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R
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R
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 d
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 b
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R
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at
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 re
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, c
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ro
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 C
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 b
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t o
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l s
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 p
ol

ic
y 

th
at

 is
 n

ot
 re

la
te

d 
to

 th
e 

m
ed

ic
al

 p
ol

ic
y 

th
ro

ug
h 

de
du

ct
ib

le
s 

or
 o

ut
-o

f-
po

ck
et

 li
m

its
.C

ol
um

n 
(3

) s
ho

ul
d 

be
 c
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ug
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e 

ea
rn

ed
 p
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r m
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 p
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 C
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 C
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 c
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 c
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t d
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fo
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l b
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 c
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 c
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 m
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 c
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 C
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ra
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r c
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 c
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 p
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t d
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) c
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 c
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r p
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ra
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 c
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R
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 p
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e 

th
at

 a
re

 u
se

d 
in

 th
e 

R
B

C
 fo

rm
ul

as
 o

th
er

 th
an

 fo
r S

ta
nd

-A
lo

ne
 M

ed
ic

ar
e 

Pa
rt 

D
 C

ov
er

ag
e,

 a
lth

ou
gh

 in
 th

e 
fu

tu
re

 a
s 

ne
w

 m
an

ag
ed

 c
ar

e 
ar

ra
ng

em
en

ts
 e

vo
lv

e,
 th

e 
nu

m
be

r o
f c

at
eg

or
ie

s m
ay

 in
cr

ea
se

 o
r n

ew
 a

rr
an

ge
m

en
ts

 m
ay

 b
e 

ad
de

d 
to

 th
e 

ex
is

tin
g 

ca
te

go
rie

s. 
Th

e 
m

an
ag

ed
 c

ar
e 

ca
te

go
rie

s a
re

: 

*
C

at
eg

or
y 

0 
- A

rr
an

ge
m

en
ts

 n
ot

 In
cl

ud
ed

 in
 O

th
er

 C
at

eg
or

ie
s 

*
C

at
eg

or
y 

1 
- C

on
tra

ct
ua

l F
ee

 P
ay

m
en

ts
  

*
C

at
eg

or
y 

2 
- B

on
us

 / 
W

ith
ho

ld
 A

rr
an

ge
m

en
ts

  
*

C
at

eg
or

y 
3 

- C
ap

ita
tio

n 
 

*
C

at
eg

or
y 

4 
- N

on
-c

on
tin

ge
nt

 E
xp

en
se

s a
nd

 A
gg

re
ga

te
 C

os
t A

rr
an

ge
m

en
ts

 a
nd

 C
er

ta
in

 P
SO

 C
ap

ita
te

d 
A

rr
an

ge
m

en
ts

  

Fo
r S

ta
nd

-A
lo

ne
 M

ed
ic

ar
e 

Pa
rt 

D
 C

ov
er

ag
e,

 th
e 

re
du

ct
io

n 
in

 u
nc

er
ta

in
ty

 c
om

es
 fr

om
 tw

o 
fe

de
ra

l s
up

po
rts

. T
he

 re
in

su
ra

nc
e 

co
ve

ra
ge

 is
 o

pt
io

na
l i

n 
th

at
 a

 p
la

n 
sp

on
so

r m
ay

 e
le

ct
 to

 
pa

rti
ci

pa
te

 in
 th

e 
Pa

rt 
D

 P
ay

m
en

t D
em

on
st

ra
tio

n.
  T

he
 ri

sk
 c

or
rid

or
 p

ro
te

ct
io

n 
is

 e
xp

ec
te

d 
to

 h
av

e 
le

ss
 im

pa
ct

 a
fte

r t
he

 fi
rs

t f
ew

 y
ea

rs
.  

To
 a

llo
w

 fl
ex

ib
ili

ty
 w

ith
in

 th
e 

R
B

C
 fo

rm
ul

a,
 

Li
ne

s 
(1

0.
1)

 th
ro

ug
h 

(1
0.

4)
 w

ill
 b

e 
us

ed
 to

 g
iv

e 
cr

ed
it 

fo
r t

he
 p

ro
gr

am
s 

in
 w

hi
ch

 th
e 

pl
an

 s
po

ns
or

 p
ar

tic
ip

at
es

. W
hi

le
 a

ll 
PD

Ps
 w

ill
 h

av
e 

fo
rm

ul
ar

ie
s 

an
d 

m
ay

 u
til

iz
e 

ot
he

r m
et

ho
ds

 to
 

re
du

ce
 u

nc
er

ta
in

ty
, f

or
 th

e 
ne

ar
 fu

tu
re

 n
o 

ot
he

r m
an

ag
ed

 c
ar

e 
cr

ed
its

 a
re

 a
llo

w
ed

 fo
r t

hi
s c

ov
er

ag
e.

 

Th
e 

m
an

ag
ed

 c
ar

e 
cr

ed
it 

is
 b

as
ed

 o
n 

th
e 

pe
rc

en
ta

ge
 o

f p
ai

d 
cl

ai
m

s 
th

at
 fa

ll 
in

to
 e

ac
h 

of
 th

es
e 

ca
te

go
rie

s. 
To

ta
l c

la
im

s 
pa

ym
en

ts
 a

re
 a

llo
ca

te
d 

am
on

g 
th

es
e 

m
an

ag
ed

 c
ar

e 
“b

uc
ke

ts
” 

to
 

de
te

rm
in

e 
th

e 
w

ei
gh

te
d 

av
er

ag
e 

di
sc

ou
nt

, w
hi

ch
 is

 th
en

 u
se

d 
to

 re
du

ce
 th

e 
U

nd
er

w
rit

in
g 

R
is

k 
– 

Pr
em

iu
m

 R
is

k 
fo

r C
om

pr
eh

en
si

ve
 M

ed
ic

al
, M

ed
ic

ar
e 

Su
pp

le
m

en
t a

nd
 D

en
ta

l R
B

C
. 

Pa
id

 c
la

im
s 

ar
e 

us
ed

 in
st

ea
d 

of
 in

cu
rr

ed
 c

la
im

s 
du

e 
to

 th
e 

va
ria

bi
lit

y 
of

 re
se

rv
es

 (u
np

ai
d 

cl
ai

m
s)

 in
 in

cu
rr

ed
 c

la
im

 a
m

ou
nt

s 
an

d 
th

e 
di

ff
ic

ul
ty

 in
 a

llo
ca

tin
g 

re
se

rv
es

 (u
np

ai
d 

cl
ai

m
s)

 b
y 

m
an

ag
ed

 c
ar

e 
ca

te
go

ry
. 

In
 s

om
e 

in
st

an
ce

s, 
cl

ai
m

s 
pa

ym
en

ts
 m

ay
 fi

t i
nt

o 
m

or
e 

th
an

 o
ne

 c
at

eg
or

y.
 If

 th
at

 o
cc

ur
s, 

en
te

r t
he

 c
la

im
s 

pa
ym

en
ts

 in
to

 th
e 

hi
gh

es
t a

pp
lic

ab
le

 c
at

eg
or

y.
 C

LA
IM

S 
PA

Y
M

EN
TS

 C
A

N
 

O
N

LY
 B

E 
EN

TE
R

ED
 IN

TO
 O

N
E 

O
F 

TH
ES

E 
C

A
TE

G
O

R
IE

S!
 T

he
 to

ta
l o

f t
he

 c
la

im
s 

pa
ym

en
ts

 re
po

rte
d 

in
 th

e 
m

an
ag

ed
 c

ar
e 

w
or

ks
he

et
 s

ho
ul

d 
eq

ua
l t

he
 to

ta
l y

ea
r’

s 
pa

id
 c

la
im

s. 
C

at
eg

or
y 

2a
, C

at
eg

or
y 

2b
 a

nd
 C

at
eg

or
y 

3c
 a

re
 n

ot
 a

llo
w

ed
 to

 in
cl

ud
e 

no
n-

re
gu

la
te

d 
in

te
rm

ed
ia

rie
s 

w
ho

 a
re

 a
ff

ili
at

ed
 w

ith
 th

e 
re

po
rti

ng
 c

om
pa

ny
 in

 o
rd

er
 to

 e
ns

ur
e 

th
at

 tr
ue

 r
is

k 
tra

ns
fe

r i
s a

cc
om

pl
is

he
d.
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Li
ne

 (1
)

C
at

eg
or

y 
0 

- A
rr

an
ge

m
en

ts
 n

ot
 In

cl
ud

ed
 in

 O
th

er
 C

at
eg

or
ie

s. 
Th

er
e 

is
 a

 z
er

o 
m

an
ag

ed
 c

ar
e 

cr
ed

it 
fo

r c
la

im
 p

ay
m

en
ts

 in
 th

is
 c

at
eg

or
y,

 w
hi

ch
 in

cl
ud

es
: 

*
Fe

e 
fo

r s
er

vi
ce

 (c
ha

rg
es

). 
*

D
is

co
un

te
d 

fe
e 

fo
r s

er
vi

ce
 (b

as
ed

 u
po

n 
ch

ar
ge

s)
. 

*
U

su
al

 c
us

to
m

ar
y 

an
d 

re
as

on
ab

le
 (U

C
R

) s
ch

ed
ul

es
. 

*
R

el
at

iv
e 

va
lu

e 
sc

al
e 

(R
V

S)
 w

he
re

 n
ei

th
er

 p
ay

m
en

t b
as

e 
no

r R
V

 fa
ct

or
 is

 fi
xe

d 
by

 c
on

tra
ct

 o
r w

he
re

 th
ey

 a
re

 fi
xe

d 
by

 c
on

tra
ct

 fo
r o

ne
 y

ea
r o

r l
es

s. 
*

R
et

ro
ac

tiv
e 

pa
ym

en
ts

 t
o 

ca
pi

ta
te

d 
pr

ov
id

er
s 

or
 i

nt
er

m
ed

ia
rie

s 
w

he
th

er
 b

y 
ca

pi
ta

tio
n 

or
 o

th
er

 p
ay

m
en

t 
m

et
ho

d 
(e

xc
lu

di
ng

 r
et

ro
ac

tiv
e 

w
ith

ho
ld

s 
la

te
r 

re
le

as
ed

 t
o 

th
e 

pr
ov

id
er

 a
nd

 re
tro

ac
tiv

e 
pa

ym
en

ts
 m

ad
e 

so
le

ly
 b

ec
au

se
 o

f a
 c

or
re

ct
io

n 
to

 th
e 

nu
m

be
r o

f m
em

be
rs

 w
ith

in
 th

e 
ca

pi
ta

te
d 

ag
re

em
en

t).
*

C
ap

ita
tio

n 
pa

id
 to

 p
ro

vi
de

rs
 o

r i
nt

er
m

ed
ia

rie
s t

ha
t h

av
e 

re
ce

iv
ed

 re
tro

ac
tiv

e 
pa

ym
en

ts
 fo

r p
re

vi
ou

s y
ea

rs
 (i

nc
lu

di
ng

 b
on

us
 a

rr
an

ge
m

en
ts

 o
n 

ca
pi

ta
tio

n 
pr

og
ra

m
s)

. 
*

C
la

im
 p

ay
m

en
ts

 n
ot

 in
cl

ud
ed

 in
 o

th
er

 c
at

eg
or

ie
s. 

Li
ne

 (2
)  

C
at

eg
or

y 
1 

- P
ay

m
en

ts
 M

ad
e 

A
cc

or
di

ng
 to

 C
on

tra
ct

ua
l A

rr
an

ge
m

en
ts

. T
he

re
 is

 a
 1

5 
pe

rc
en

t m
an

ag
ed

 c
ar

e 
cr

ed
it 

fo
r p

ay
m

en
ts

 in
cl

ud
ed

 in
 th

is
 c

at
eg

or
y:

 
*

H
os

pi
ta

l p
er

 d
ie

m
s, 

di
ag

no
st

ic
 re

la
te

d 
gr

ou
ps

 (D
R

G
s)

 o
r o

th
er

 h
os

pi
ta

l c
as

e 
ra

te
s. 

*
N

on
-a

dj
us

ta
bl

e 
pr

of
es

si
on

al
 c

as
e 

an
d 

gl
ob

al
 ra

te
s. 

*
Pr

ov
id

er
 fe

e 
sc

he
du

le
s. 

*
R

el
at

iv
e 

va
lu

e 
sc

al
e 

(R
V

S)
 w

he
re

 th
e 

pa
ym

en
t b

as
e 

an
d 

R
V

 fa
ct

or
 a

re
 fi

xe
d 

by
 c

on
tra

ct
 fo

r m
or

e 
th

an
 o

ne
 y

ea
r. 

Li
ne

 (3
)  

C
at

eg
or

y 
2a

 - 
Pa

ym
en

ts
 M

ad
e 

Su
bj

ec
t t

o 
W

ith
ho

ld
s 

or
 B

on
us

es
 W

ith
 N

o 
O

th
er

 M
an

ag
ed

 C
ar

e 
A

rr
an

ge
m

en
ts

. T
hi

s 
ca

te
go

ry
 m

ay
 in

cl
ud

e 
bu

si
ne

ss
 th

at
 w

ou
ld

 h
av

e 
ot

he
rw

is
e 

fit
 in

to
 

C
at

eg
or

y 
0.

 T
ha

t i
s, 

th
er

e 
m

ay
 b

e 
a 

bo
nu

s/
w

ith
ho

ld
 a

rr
an

ge
m

en
t w

ith
 a

 p
ro

vi
de

r w
ho

 is
 re

im
bu

rs
ed

 b
as

ed
 o

n 
a 

U
C

R
 sc

he
du

le
 (C

at
eg

or
y 

0)
.  

Th
e 

m
ax

im
um

 C
at

eg
or

y 
2a

 m
an

ag
ed

 c
ar

e 
cr

ed
it 

is
 2

5 
pe

rc
en

t. 
Th

e 
cr

ed
it 

is
 b

as
ed

 u
po

n 
a 

ca
lc

ul
at

io
n 

th
at

 d
et

er
m

in
es

 th
e 

ra
tio

 o
f 

w
ith

ho
ld

s 
re

tu
rn

ed
 a

nd
 b

on
us

es
 p

ai
d 

to
 p

ro
vi

de
rs

 
du

rin
g 

th
e 

pr
io

r y
ea

r t
o 

to
ta

l w
ith

ho
ld

s a
nd

 b
on

us
es

 a
va

ila
bl

e 
to

 th
e 

pr
ov

id
er

s d
ur

in
g 

th
at

 y
ea

r. 
Th

at
 ra

tio
 is

 th
en

 m
ul

tip
lie

d 
by

 th
e 

av
er

ag
e 

pr
ov

id
er

 w
ith

ho
ld

 ra
tio

 fo
r t

he
 p

rio
r y

ea
r t

o 
de

te
rm

in
e 

th
e 

cu
rr

en
t y

ea
r’

s C
at

eg
or

y 
2a

 m
an

ag
ed

 c
ar

e 
cr

ed
it 

fa
ct

or
. B

on
us

 p
ay

m
en

ts
 th

at
 a

re
 n

ot
 re

la
te

d 
to

 fi
na

nc
ia

l r
es

ul
ts

 a
re

 n
ot

 in
cl

ud
ed

 (e
.g

., 
pa

tie
nt

 s
at

is
fa

ct
io

n)
. T

he
re

fo
re

, t
he

 
cr

ed
it 

fa
ct

or
 is

 e
qu

al
 to

 th
e 

re
su

lt 
of

 th
e 

fo
llo

w
in

g 
ca

lc
ul

at
io

n:
  

EX
A

M
PL

E 
- 1

99
8 

R
ep

or
tin

g 
Y

ea
r 

19
97

 w
ith

ho
ld

 / 
bo

nu
s p

ay
m

en
ts

   
 

 
 

 
$7

50
,0

00
 

19
97

 w
ith

ho
ld

s /
 b

on
us

es
 a

va
ila

bl
e 

 
 

 
 

$1
,0

00
,0

00
 

A
. M

C
C

 F
ac

to
r M

ul
tip

lie
r 

 
 

 
 

 
75

%
 - 

El
ig

ib
le

 fo
r c

re
di

t 
19

97
 w

ith
ho

ld
s /

 b
on

us
es

 a
va

ila
bl

e 
 

 
 

$1
,0

00
,0

00
 

19
97

 c
la

im
s s

ub
je

ct
 to

 w
ith

ho
ld

 -g
ro

ss
†  

 
 

$5
,0

00
,0

00
 

B
. A

ve
ra

ge
 W

ith
ho

ld
 R

at
e 

 
 

 
 

 
20

%
 

C
at

eg
or

y 
2 

M
an

ag
ed

 C
ar

e 
C

re
di

t F
ac

to
r (

A
 x

 B
) 1

5%
 

Th
e 

re
su

lti
ng

 fa
ct

or
 is

 m
ul

tip
lie

d 
by

 c
la

im
s p

ay
m

en
ts

 su
bj

ec
t t

o 
w

ith
ho

ld
 - 

ne
t‡

 in
 th

e 
cu

rr
en

t y
ea

r. 

†  
Th

es
e 

ar
e 

am
ou

nt
s d

ue
 b

ef
or

e 
de

du
ct

in
g 

w
ith

ho
ld

 o
r p

ay
in

g 
bo

nu
se

s. 
‡  

Th
es

e 
ar

e 
ac

tu
al

 p
ay

m
en

ts
 m

ad
e 

af
te

r d
ed

uc
tin

g 
w

ith
ho

ld
 o

r p
ay

in
g 

bo
nu

se
s. 

En
te

r t
he

 p
ai

d 
cl

ai
m

s f
or

 th
e 

cu
rr

en
t y

ea
r w

he
re

 p
ay

m
en

ts
 to

 p
ro

vi
de

rs
 w

er
e 

su
bj

ec
t t

o 
w

ith
ho

ld
s a

nd
 b

on
us

es
, b

ut
 o

th
er

w
is

e 
ha

d 
no

 m
an

ag
ed

 c
ar

e 
ar

ra
ng

em
en

ts
.  
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Li
ne

 (4
) 

C
at

eg
or

y 
2b

 - 
Pa

ym
en

ts
 M

ad
e 

Su
bj

ec
t t

o 
W

ith
ho

ld
s 

or
 B

on
us

es
 T

ha
t A

re
 O

th
er

w
is

e 
M

an
ag

ed
 C

ar
e 

C
at

eg
or

y 
1.

 C
at

eg
or

y 
2b

 m
ay

 in
cl

ud
e 

bu
si

ne
ss

 th
at

 w
ou

ld
 h

av
e 

ot
he

rw
is

e 
fit

 in
to

 
C

at
eg

or
y 

1.
 T

ha
t i

s, 
th

er
e 

m
ay

 b
e 

a 
bo

nu
s/

w
ith

ho
ld

 a
rr

an
ge

m
en

t w
ith

 a
 p

ro
vi

de
r w

ho
 is

 re
im

bu
rs

ed
 b

as
ed

 o
n 

a 
pr

ov
id

er
 fe

e 
sc

he
du

le
 (C

at
eg

or
y 

1)
. T

he
 C

at
eg

or
y 

2 
di

sc
ou

nt
 fo

r c
la

im
s 

pa
ym

en
ts

 th
at

 w
ou

ld
 o

th
er

w
is

e 
qu

al
ify

 fo
r C

at
eg

or
y 

1 
is

 th
e 

gr
ea

te
r o

f t
he

 C
at

eg
or

y 
1 

fa
ct

or
 o

r t
he

 c
al

cu
la

te
d 

C
at

eg
or

y 
2 

fa
ct

or
.

Th
e 

m
ax

im
um

 C
at

eg
or

y 
2b

 m
an

ag
ed

 c
ar

e 
cr

ed
it 

is
 2

5 
pe

rc
en

t. 
Th

e 
m

in
im

um
 C

at
eg

or
y 

2b
 m

an
ag

ed
 c

ar
e 

cr
ed

it 
is

 1
5 

pe
rc

en
t (

C
at

eg
or

y 
1 

cr
ed

it 
fa

ct
or

). 
Th

e 
cr

ed
it 

ca
lc

ul
at

io
n 

is
 th

e 
sa

m
e 

as
 fo

un
d 

in
 th

e 
pr

ev
io

us
 e

xa
m

pl
e 

fo
r C

at
eg

or
y 

2a
.  

En
te

r t
he

 p
ai

d 
cl

ai
m

s f
or

 th
e 

cu
rr

en
t y

ea
r w

he
re

 p
ay

m
en

ts
 to

 p
ro

vi
de

rs
 w

er
e 

su
bj

ec
t t

o 
w

ith
ho

ld
s a

nd
 b

on
us

es
 A

N
D

 w
he

re
 th

e 
pa

ym
en

ts
 w

er
e 

m
ad

e 
ac

co
rd

in
g 

to
 o

ne
 o

f t
he

 c
on

tra
ct

ua
l 

ar
ra

ng
em

en
ts

 li
st

ed
 fo

r C
at

eg
or

y 
1.

  

Li
ne

 (5
) 

C
at

eg
or

y 
3a

 - 
C

ap
ita

te
d 

Pa
ym

en
ts

 D
ire

ct
ly

 to
 P

ro
vi

de
rs

. T
he

re
 is

 a
 m

an
ag

ed
 c

ar
e 

cr
ed

it 
of

 6
0 

pe
rc

en
t f

or
 c

la
im

s p
ay

m
en

ts
 in

 th
is 

ca
te

go
ry

, w
hi

ch
 in

cl
ud

es
: 

*
A

ll 
ca

pi
ta

tio
n 

or
 p

er
ce

nt
 o

f p
re

m
iu

m
 p

ay
m

en
ts

 m
ad

e 
di

re
ct

ly
 to

 li
ce

ns
ed

 p
ro

vi
de

rs
. 

En
te

r t
he

 a
m

ou
nt

 o
f c

la
im

s p
ay

m
en

ts
 p

ai
d 

D
IR

EC
TL

Y
 to

 li
ce

ns
ed

 p
ro

vi
de

rs
 o

n 
a 

ca
pi

ta
te

d 
ba

si
s. 

 

Li
ne

 (6
) 

C
at

eg
or

y 
3b

 - 
C

ap
ita

te
d 

Pa
ym

en
ts

 to
 R

eg
ul

at
ed

 In
te

rm
ed

ia
rie

s. 
Th

er
e 

is
 a

 m
an

ag
ed

 c
ar

e 
cr

ed
it 

of
 6

0 
pe

rc
en

t f
or

 c
la

im
s p

ay
m

en
ts

 in
 th

is
 c

at
eg

or
y,

 w
hi

ch
 in

cl
ud

es
: 

*
A

ll 
ca

pi
ta

tio
n 

or
 p

er
ce

nt
 o

f p
re

m
iu

m
 p

ay
m

en
ts

 to
 re

gu
la

te
d 

in
te

rm
ed

ia
rie

s t
ha

t i
n 

tu
rn

 p
ay

 li
ce

ns
ed

 p
ro

vi
de

rs
.  

En
te

r t
he

 a
m

ou
nt

 o
f m

ed
ic

al
 e

xp
en

se
 c

ap
ita

tio
ns

 p
ai

d 
to

 re
gu

la
te

d 
in

te
rm

ed
ia

rie
s 

(s
ee

 A
pp

en
di

x 
1 

fo
r d

ef
in

iti
on

). 
 In

 th
os

e 
ca

se
s 

w
he

re
 th

e 
ca

pi
ta

te
d 

re
gu

la
te

d 
in

te
rm

ed
ia

ry
 e

m
pl

oy
s 

pr
ov

id
er

s a
nd

 p
ay

s t
he

m
 n

on
-c

on
tin

ge
nt

 sa
la

rie
s o

r o
th

er
w

is
e 

qu
al

ifi
es

 fo
r C

at
eg

or
y 

4,
 th

e 
in

su
re

r m
ay

 in
cl

ud
e 

th
at

 p
or

tio
n 

of
 su

ch
 c

ap
ita

te
d 

pa
ym

en
ts

 in
 C

at
eg

or
y 

4.
 

Li
ne

 (7
) 

C
at

eg
or

y 
3c

 - 
C

ap
ita

te
d 

Pa
ym

en
ts

 to
 N

on
-R

eg
ul

at
ed

 In
te

rm
ed

ia
rie

s. 
Th

er
e 

is
 a

 m
an

ag
ed

 c
ar

e 
cr

ed
it 

of
 6

0 
pe

rc
en

t f
or

 c
la

im
s p

ay
m

en
ts

 in
 th

is
 c

at
eg

or
y,

 w
hi

ch
 in

cl
ud

es
: 

*
A

ll 
ca

pi
ta

te
d 

or
 p

er
ce

nt
 o

f 
pr

em
iu

m
 p

ay
m

en
ts

 to
 n

on
-a

ff
ili

at
ed

 in
te

rm
ed

ia
rie

s 
th

at
 in

 tu
rn

 p
ay

 li
ce

ns
ed

 p
ro

vi
de

rs
. (

Su
bj

ec
t t

o 
a 

5 
pe

rc
en

t l
im

ita
tio

n 
on

 p
ay

m
en

ts
 to

 
pr

ov
id

er
s o

r o
th

er
 c

or
po

ra
tio

ns
 th

at
 h

av
e 

no
 c

on
tra

ct
ua

l r
el

at
io

ns
hi

p 
w

ith
 su

ch
 in

te
rm

ed
ia

ry
. A

m
ou

nt
s g

re
at

er
 th

an
 th

e 
5 

pe
rc

en
t l

im
ita

tio
n 

sh
ou

ld
 b

e 
re

po
rte

d 
in

 C
at

eg
or

y 
0)

. 

En
te

r 
th

e 
am

ou
nt

 o
f 

m
ed

ic
al

 e
xp

en
se

 c
ap

ita
tio

ns
 p

ai
d 

to
 n

on
-r

eg
ul

at
ed

 in
te

rm
ed

ia
rie

s 
no

t a
ff

ili
at

ed
 w

ith
 th

e 
re

po
rti

ng
 c

om
pa

ny
.  

D
o 

no
t i

nc
lu

de
 th

e 
am

ou
nt

 o
f 

m
ed

ic
al

 e
xp

en
se

 
ca

pi
ta

tio
ns

 p
ai

d 
to

 n
on

-r
eg

ul
at

ed
 in

te
rm

ed
ia

rie
s 

th
at

 a
re

 a
ffi

lia
te

d 
w

ith
 th

e 
re

po
rti

ng
 c

om
pa

ny
. T

he
se

 a
m

ou
nt

s 
sh

ou
ld

 b
e 

re
po

rte
d 

in
 C

at
eg

or
y 
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N
on

-r
eg

ul
at

ed
 in

te
rm

ed
ia

rie
s 

ar
e 

th
os

e 
or

ga
ni

za
tio

ns
 w

hi
ch

 m
ee

t 
th

e 
de

fin
iti

on
 o

f 
In

te
rm

ed
ia

ry
 b

ut
 n

ot
 r

eg
ul

at
ed

 i
nt

er
m

ed
ia

ry
 i

n 
A

pp
en

di
x 

1.
 I

n 
ca

se
s 

w
he

re
 t

he
 c

ap
ita

te
d 

no
n-

re
gu

la
te

d 
in

te
rm

ed
ia

ry
 (

ev
en

 i
f 

af
fil

ia
te

d)
 e

m
pl

oy
s p

ro
vi

de
rs

 a
nd

 p
ay

s t
he

m
 n

on
-c

on
tin

ge
nt

 sa
la

rie
s o

r o
th

er
w

is
e 

qu
al

ifi
es

 fo
r C

at
eg

or
y 

4,
 th

e 
in

su
re

r m
ay

 in
cl

ud
e 

th
at

 p
or

tio
n 

of
 su

ch
 c

ap
ita

te
d 

pa
ym

en
ts

 in
 C

at
eg

or
y 

4.
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R
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 C
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C
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U
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A
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G
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O
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PR
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R
 F
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O
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A
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N
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) F
O

R
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ER
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D

 O
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A
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LE
A
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M

O
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 W
he

re
 a

n 
ar

ra
ng

em
en

t c
on

ta
in

s a
 p

ro
vi

si
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 fo
r p

ro
sp

ec
tiv

e 
re

vi
si

on
 w

ith
in

 a
 1

2-
m

on
th

 p
er

io
d,

 
th

e 
en

tir
e 

ar
ra

ng
em

en
t s

ha
ll 

be
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ub
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 to

 a
 m

an
ag

ed
 c

ar
e 

cr
ed

it 
th

at
 is

 c
al

cu
la

te
d 

un
de

r 
C

at
eg

or
y 

1 
fo

r 
a 

pr
ov

id
er

, a
nd

 f
or

 a
n 

in
te

rm
ed

ia
ry

 a
t t

he
 g

re
at

er
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f 
C

at
eg

or
y 

1 
or

 a
 c

re
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t 
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ca
lc

ul
at

ed
 u

si
ng

 th
e 

un
de

rly
in

g 
pa

ym
en

t m
et

ho
d(

s)
 to

 th
e 

pr
ov

id
er

s 
of

 c
ar

e.
 W

he
re

 a
n 

ar
ra

ng
em

en
t c

on
ta

in
s 

a 
pr

ov
is

io
n 

fo
r r

et
ro

ac
tiv

e 
re

vi
si

on
s 

ei
th

er
 w

ith
in

 o
r b

ey
on

d 
a 

12
-m

on
th

 
pe

rio
d,

 th
e 

en
tir

e 
ar

ra
ng

em
en

t s
ha

ll 
be

 su
bj

ec
t t

o 
a 

m
an

ag
ed

 c
ar

e 
cr

ed
it 

th
at

 is
 c

al
cu

la
te

d 
un

de
r C

at
eg

or
y 

0 
fo

r p
ro

vi
de

rs
 a

nd
 in

te
rm

ed
ia

rie
s. 

Li
ne

 (8
) 

C
at

eg
or

y 
4 

- M
ed

ic
al

 &
 H

os
pi

ta
l E

xp
en

se
 P

ai
d 

as
 S

al
ar

y 
to

 P
ro

vi
de

rs
. T

he
re

 is
 a

 m
an

ag
ed

 c
ar

e 
cr

ed
it 

of
 7

5 
pe

rc
en

t f
or

 c
la

im
s p

ay
m

en
ts

 in
 th

is
 c

at
eg

or
y.

  O
nc

e 
cl

ai
m

s p
ay

m
en

ts
 u

nd
er

 
th

is
 m

an
ag

ed
 c

ar
e 

ca
te

go
ry

 a
re

 to
ta

le
d,

 a
ny

 fe
e 

fo
r s

er
vi

ce
 re

ve
nu

e 
fr

om
 u

ni
ns

ur
ed

 p
la

ns
 (i

.e
., 

A
SO

 o
r A

SC
) t

ha
t w

as
 in

cl
ud

ed
 o

n 
Li

ne
 (7

) i
n 

th
e 

un
de

rw
rit

in
g 

ris
k 

se
ct

io
n 

sh
ou

ld
 b

e 
de

du
ct

ed
 b

ef
or

e 
ap

pl
yi

ng
 th

e 
m

an
ag

ed
 c

ar
e 

cr
ed

it 
fa

ct
or

. 

*
N

on
-c

on
tin

ge
nt

 sa
la

rie
s t

o 
pe

rs
on

s d
ire

ct
ly

 p
ro

vi
di

ng
 c

ar
e.

 
*

Th
e 

po
rti

on
 o

f p
ay

m
en

ts
 to

 a
ff

ili
at

ed
 e

nt
iti

es
 w

hi
ch

 is
 p

as
se

d 
on

 a
s n

on
-c

on
tin

ge
nt

 sa
la

rie
s t

o 
pe

rs
on

s d
ire

ct
ly

 p
ro

vi
di

ng
 c

ar
e 

w
he

re
 th

e 
en

tit
y 

ha
s a

 c
on

tra
ct

 o
nl

y 
w

ith
 th

e 
co

m
pa

ny
.  

*
A

ll 
fa

ci
lit

ie
s r

el
at

ed
 m

ed
ic

al
 e

xp
en

se
s a

nd
 o

th
er

 n
on

-p
ro

vi
de

r m
ed

ic
al

 c
os

ts
 g

en
er

at
ed

 w
ith

in
 h

ea
lth

 fa
ci

lit
y 

th
at

 is
 o

w
ne

d 
an

d 
op

er
at

ed
 b

y 
th

e 
in

su
re

r. 
*

A
gg

re
ga

te
 c

os
t p

ay
m

en
ts

. 

Sa
la

rie
s p

ai
d 

to
 d

oc
to

rs
 a

nd
 n

ur
se

s w
ho

se
 so

le
 c

or
po

ra
te

 p
ur

po
se

 is
 u

til
iz

at
io

n 
re

vi
ew

 a
re

 a
ls

o 
in

cl
ud

ed
 in

 th
is

 c
at

eg
or

y 
if 

su
ch

 p
ay

m
en

ts
 a

re
 c

la
ss

ifi
ed

 a
s “

m
ed

ic
al

 e
xp

en
se

” 
pa

ym
en

ts
 

(p
ai

d 
cl

ai
m

s)
 r

at
he

r 
th

an
 a

dm
in

is
tra

tiv
e 

ex
pe

ns
es

. T
he

 A
gg

re
ga

te
 C

os
t m

et
ho

d 
of

 r
ei

m
bu

rs
em

en
t m

ea
ns

 w
he

re
 a

 h
ea

lth
 p

la
n 

ha
s 

a 
re

im
bu

rs
em

en
t p

la
n 

w
ith

 a
 c

or
po

ra
te

 e
nt

ity
 th

at
 

di
re

ct
ly

 p
ro

vi
de

s 
ca

re
, w

he
re

 (
1)

 th
e 

he
al

th
 p

la
n 

is
 c

on
tra

ct
ua

lly
 r

eq
ui

re
d 

to
 p

ay
 th

e 
to

ta
l o

pe
ra

tin
g 

co
st

s 
of

 th
e 

co
rp

or
at

e 
en

tit
y,

 le
ss

 a
ny

 in
co

m
e 

to
 th

e 
en

tit
y 

fr
om

 o
th

er
 u

se
rs

 o
f 

se
rv

ic
es

; a
nd

 (
2)

 th
er

e 
ar

e 
m

ut
ua

l u
nl

im
ite

d 
gu

ar
an

te
es

 o
f 

so
lv

en
cy

 b
et

w
ee

n 
th

e 
en

tit
y 

an
d 

th
e 

he
al

th
 p

la
n,

 th
at

 p
ut

 th
ei

r 
re

sp
ec

tiv
e 

ca
pi

ta
l a

nd
 s

ur
pl

us
 a

t r
is

k 
in

 g
ua

ra
nt

ee
in

g 
ea

ch
 

ot
he

r. 
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ne
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1)
 

C
at

eg
or
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0 

fo
r S

ta
nd

-A
lo

ne
 M

ed
ic

ar
e 

Pa
rt 

D
 C

ov
er

ag
e 

w
ou

ld
 b

e 
al

l c
la

im
s d

ur
in

g 
a 

pe
rio

d 
w

he
re

 n
ei

th
er

 th
e 

re
in

su
ra

nc
e 

co
ve

ra
ge

 o
r r

is
k 

co
rr

id
or

 p
ro

te
ct

io
n 

is
 p

ro
vi

de
d.

 

Li
ne

 (1
0.
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C
at

eg
or

y 
1 

fo
r S

ta
nd

-A
lo

ne
 M

ed
ic

ar
e 

Pa
rt 

D
 C

ov
er

ag
e 

w
ou

ld
 b

e 
fo

r a
ll 

cl
ai

m
s d

ur
in

g 
a 

pe
rio

d 
w

he
n 

on
ly

 th
e 

re
in

su
ra

nc
e 

co
ve

ra
ge

 is
 p

ro
vi

de
d.

  T
hi

s i
s d

es
ig

ne
d 

fo
r s

om
e 

fu
tu

re
 ti

m
e 

pe
rio

d 
an

d 
is

 n
ot

 to
 b

e 
in

te
rp

re
te

d 
as

 in
cl

ud
in

g 
em

pl
oy

er
-b

as
ed

 P
ar

t D
 c

ov
er

ag
e 

th
at

 is
 n

ot
 su

bj
ec

t t
o 

ris
k 

co
rr

id
or

 p
ro

te
ct

io
n.
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C
at

eg
or

y 
2a

 fo
r S

ta
nd

-A
lo

ne
 M

ed
ic

ar
e 

Pa
rt 

D
 C

ov
er

ag
e 

w
ou

ld
 b

e 
fo

r a
ll 

cl
ai

m
s d

ur
in

g 
a 

pe
rio

d 
w

he
n 

on
ly

 th
e 
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k 

co
rr

id
or

 p
ro

te
ct

io
n 

is
 p

ro
vi

de
d.

 

Li
ne

 (1
0.

4)
 

C
at

eg
or

y 
3a

 fo
r S

ta
nd

-A
lo

ne
 M

ed
ic

ar
e 

Pa
rt 

D
 C

ov
er

ag
e 

w
ou

ld
 b

e 
fo

r a
ll 

cl
ai

m
s d

ur
in

g 
a 

pe
rio

d 
w

he
n 

bo
th

 re
in

su
ra

nc
e 

co
ve

ra
ge

 a
nd

 ri
sk

 c
or

rid
or

 p
ro

te
ct

io
n 

ar
e 

pr
ov

id
ed

. 

Li
ne

 (1
0.

6)
 

To
ta

l P
ai

d 
C

la
im

s 
– 

Th
e 

to
ta

l o
f C

ol
um

n 
(1

) p
ai

d 
cl

ai
m

s 
sh

ou
ld

 e
qu

al
 th

e 
to

ta
l c

la
im

s 
pa

id
 fo

r t
he

 y
ea

r a
s 

re
po

rte
d 

in
 S

ch
ed

ul
e 

H
, P

ar
t 5

, C
ol

um
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 1
 a

nd
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, L
in

e 
D
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 o

f t
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l 

st
at
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en
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A
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ra
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ag
ed

 C
ar
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is
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un
t –

 T
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s a
m

ou
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 c

al
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te

d 
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 d
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id
in

g 
th

e 
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ta
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ei
gh

te
d 
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Li
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l c
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en
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ol
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Li
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ei
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 M
an
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 C
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is
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A
dj
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ac
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 c
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s c

ar
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ck
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e 

un
de
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rit

in
g 

ris
k 

ca
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at

io
n.

 T
he

y 
ar

e 
on

e 
m

in
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e 

W
ei

gh
te
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A

ve
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M
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ag
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Li
ne
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) t
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Li

ne
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 a
re

 th
e 

ca
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ul
at

io
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of
 th

e 
w

ei
gh

te
d 

av
er

ag
e 

fa
ct

or
 f
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e 
C

at
eg

or
y 

2 
cl

ai
m

s 
pa

ym
en

ts
 s

ub
je

ct
 to

 w
ith

ho
ld

s 
an

d 
bo
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se

s. 
Th
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 ta

bl
e 

re
qu

ire
s 

da
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 f
ro

m
 th

e 
PR

IO
R

 Y
EA

R
 to

 c
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pu
te

 th
e 
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rr

en
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ea
r’

s d
is

co
un

t f
ac

to
r. 

 

Li
ne

 (1
3)

 
En

te
r t

he
 p

rio
r y

ea
r’

s a
ct

ua
l w

ith
ho

ld
 a

nd
 b

on
us

 p
ay

m
en

ts
. 

Li
ne

 (1
4)

 
En

te
r t

he
 p

rio
r y

ea
r’

s w
ith

ho
ld

s a
nd

 b
on

us
es

 th
at

 w
er

e 
av

ai
la

bl
e 

fo
r p

ay
m

en
t i

n 
th

e 
pr

io
r y

ea
r. 

 

Li
ne

 (1
5)

 
D

iv
id

es
 L

in
e 

(1
3)

 b
y 

Li
ne

 (1
4)

 to
 d

et
er

m
in

e 
th

e 
po

rti
on

 o
f w

ith
ho

ld
s a

nd
 b

on
us

es
 th

at
 w

er
e 

ac
tu

al
ly

 re
tu

rn
ed

 in
 th

e 
pr

io
r y

ea
r.

Li
ne

 (1
6)

 
Eq

ua
l t

o 
Li

ne
 (1

4)
 a

nd
 is

 a
ut

om
at

ic
al

ly
 p

ul
le

d 
fo

rw
ar

d.
  

Li
ne

 (1
7)

 
C

la
im

s p
ay

m
en

ts
 th

at
 w

er
e 

su
bj

ec
t t

o 
w

ith
ho

ld
s a

nd
 b

on
us

es
 in

 th
e 

pr
io

r y
ea

r. 
Eq

ua
l t

o 
Li

ne
 (3

) +
 L

in
e 

(4
) o

f  
U

nd
er

w
rit

in
g 

R
isk

–M
an

ag
ed

 C
ar

e 
C

re
di

t F
O

R
 T

H
E 

PR
IO

R
 Y

EA
R

. 

Li
ne

 (1
8)

 
D

iv
id

es
 L

in
e 

(1
6)

 b
y 

Li
ne

 (1
7)

 to
 d

et
er

m
in

e 
th

e 
av

er
ag

e 
w

ith
ho

ld
 ra

te
 fo

r t
he

 p
rio

r y
ea

r. 
 

Li
ne

 (1
9)

 
M

ul
tip

lie
s 

Li
ne

 (
15

) 
by

 L
in

e 
(1

8)
 to

 d
et

er
m

in
e 

th
e 

di
sc

ou
nt

 f
ac

to
r 

fo
r 

C
at

eg
or

y 
2 

cl
ai

m
s 

pa
ym

en
ts

 in
 th

e 
cu

rr
en

t y
ea

r, 
ba

se
d 

on
 th

e 
pe

rf
or

m
an

ce
 o

f 
th

e 
in

su
re

r’
s 

w
ith

ho
ld

/b
on

us
 

pr
og

ra
m

 in
 th

e 
pr

io
r y

ea
r. 

PR
02

2 
- U

nd
er

w
rit

in
g 

R
is

k 
– 

O
th

er
 a

nd
 T

ot
al

 N
et

 H
ea

lth
 P

re
m

iu
m

 R
B

C
 

Ad
m

in
is

tr
at

iv
e 

Ex
pe

ns
es

 fo
r C

er
ta

in
 A

&
H

 C
ov

er
ag

es
 a

nd
 fo

r H
ea

lth
 A

SO
/A

SC
 

To
 m

ai
nt

ai
n 

ge
ne

ra
l c

on
si

st
en

cy
 w

ith
 th

e 
lif

e 
R

B
C

 f
or

m
ul

a,
 a

n 
am

ou
nt

 is
 d

et
er

m
in

ed
 a

s 
ris

k 
re

la
te

d 
to

 th
e 

po
te

nt
ia

l t
ha

t a
ct

ua
l e

xp
en

se
s 

of
 a

dm
in

is
te

rin
g 

ce
rta

in
 ty

pe
s 

of
 h

ea
lth

 
in

su
ra

nc
e 

w
ill

 e
xc

ee
d 

th
e 

po
rti

on
 o

f 
th

e 
pr

em
iu

m
 a

llo
ca

te
d 

to
 c

ov
er

 th
es

e 
ex

pe
ns

es
. N

ot
 a

ll 
ad

m
in

is
tra

tiv
e 

ex
pe

ns
es

 a
re

 in
cl

ud
ed

 (
co

m
m

is
si

on
s, 

pr
em

iu
m

 ta
xe

s 
an

d 
ot

he
r 

ex
pe

ns
es

 
de

fin
ed

 a
nd

 p
ai

d 
as

 a
 p

er
ce

nt
ag

e 
of

 p
re

m
iu

m
 a

re
 n

ot
 in

cl
ud

ed
 a

nd
 th

e 
ex

pe
ns

es
 f

or
 a

dm
in

is
tra

tiv
e 

se
rv

ic
es

 c
on

tra
ct

s 
(A

SC
) 

an
d 

ad
m

in
is

tra
tiv

e 
se

rv
ic

e 
on

ly
 (

A
SO

) 
bu

si
ne

ss
 h

av
e 

se
pa

ra
te

 lo
w

er
 fa

ct
or

s)
 a

nd
 th

e 
fa

ct
or

 is
 g

ra
de

d 
ba

se
d 

on
 a

 tw
o 

tie
r f

or
m

ul
a 

re
la

te
d 

to
 h

ea
lth

 in
su

ra
nc

e 
pr

em
iu

m
 to

 w
hi

ch
 th

is
 ri

sk
 is

 a
pp

lie
d.

 

Sp
ec

ifi
c 

In
st

ru
ct

io
ns

 fo
r A

pp
lic

at
io

n 
of

 th
e 

Fo
rm

ul
a 

Li
ne

s (
1)

 a
nd

 (2
) 

In
 a

dd
iti

on
 to

 th
e 

ge
ne

ra
l r

is
k 

of
 fl

uc
tu

at
io

ns
 in

 th
e 

cl
ai

m
s 

ex
pe

rie
nc

e,
 th

er
e 

is
 a

n 
ad

di
tio

na
l r

is
k 

ge
ne

ra
te

d 
w

he
n 

in
su

re
rs

 g
ua

ra
nt

ee
 ra

te
s f

or
 e

xt
en

de
d 

pe
rio

ds
 b

ey
on

d 
on

e 
ye

ar
. I

f r
at

e 
gu

ar
an

te
es

 a
re

 e
xt

en
de

d 
be

tw
ee

n 
15

 a
nd

 3
6 

m
on

th
s 

fr
om

 p
ol

ic
y 

in
ce

pt
io

n,
 a

 fa
ct

or
 o

f 0
.0

24
 is

 a
pp

lie
d 

ag
ai

ns
t t

he
 d

ire
ct

 p
re

m
iu

m
s 

ea
rn

ed
 fo

r t
ho

se
 g

ua
ra

nt
ee

d 
po

lic
ie

s. 
W

he
re

 a
 ra

te
 

gu
ar

an
ty

 e
xt

en
ds

 b
ey

on
d 

36
 m

on
th

s, 
th

e 
fa

ct
or

 is
 in

cr
ea

se
d 

to
 0

.0
64

.  
Th

is
 c

al
cu

la
tio

n 
on

ly
 a

pp
lie

s 
to

 th
os

e 
lin

es
 o

f a
cc

id
en

t a
nd

 h
ea

lth
 b

us
in

es
s 

th
at

 in
cl

ud
e 

a 
m

ed
ic

al
 tr

en
d 

ris
k;

 i.
e.

 



©
 1

99
4-

20
17

 N
at

io
na

l A
ss

oc
ia

tio
n 

of
 In

su
ra

nc
e 

C
om

m
is

si
on

er
s  

47
 

10
/2

0/
20

17

C
om

pr
eh

en
si

ve
 M

ed
ic

al
, 

M
ed

ic
ar

e 
Su

pp
le

m
en

t, 
D

en
ta

l 
an

d 
V

is
io

n,
 S

ta
nd

-A
lo

ne
 M

ed
ic

ar
e 

Pa
rt 

D
 C

ov
er

ag
e,

 S
to

p-
Lo

ss
 a

nd
 M

in
im

um
 P

re
m

iu
m

 a
nd

 O
th

er
 L

im
ite

d 
B

en
ef

its
 

A
nt

ic
ip

at
in

g 
R

at
e 

In
cr

ea
se

s. 
 P

re
m

iu
m

s 
en

te
re

d 
sh

ou
ld

 b
e 

th
e 

ea
rn

ed
 p

re
m

iu
m

 f
or

 th
e 

cu
rr

en
t c

al
en

da
r 

ye
ar

 p
er

io
d 

an
d 

no
t f

or
 th

e 
en

tir
e 

pe
rio

d 
of

 th
e 

ra
te

 g
ua

ra
nt

ee
s. 

 P
re

m
iu

m
 

am
ou

nt
s s

ho
ul

d 
be

 sh
ow

n 
ne

t o
f r

ei
ns

ur
an

ce
 o

nl
y 

w
he

n 
th

e 
re

in
su

ra
nc

e 
ce

de
d 

pr
em

iu
m

 is
 a

ls
o 

su
bj

ec
t t

o 
th

e 
sa

m
e 

ra
te

 g
ua

ra
nt

ee
. 

Li
ne

 (3
) 

A
 s

ep
ar

at
e 

ris
k 

fa
ct

or
 h

as
 b

ee
n 

es
ta

bl
is

he
d 

to
 re

co
gn

iz
e 

th
e 

re
du

ce
d 

ris
k 

as
so

ci
at

ed
 w

ith
 s

af
eg

ua
rd

s 
bu

ilt
 in

to
 th

e 
Fe

de
ra

l E
m

pl
oy

ee
s 

H
ea

lth
 B

en
ef

it 
Pr

og
ra

m
 (F

EH
B

P)
 c

re
at

ed
 u

nd
er

 
Se

ct
io

n 
89

09
(f

)(
1)

 o
f T

itl
e 

5 
of

 th
e 

U
ni

te
d 

St
at

es
 C

od
e.

 C
la

im
s i

nc
ur

re
d 

ar
e 

m
ul

tip
lie

d 
by

 2
 p

er
ce

nt
 to

 d
et

er
m

in
e 

to
ta

l u
nd

er
w

rit
in

g 
R

B
C

 o
n 

th
is

 b
us

in
es

s. 

Li
ne

 (8
) 

En
te

r t
he

 to
ta

l a
m

ou
nt

 o
f a

dm
in

is
tra

tiv
e 

ex
pe

ns
es

 fo
r h

ea
lth

 in
su

ra
nc

e 
in

 C
ol

um
n 

(1
) –

 th
is

 a
m

ou
nt

 w
ill

 c
om

e 
fr

om
 c

om
pa

ny
 re

co
rd

s. 
 L

in
es

 (9
) 

an
d 

(1
0)

 a
re

 u
se

d 
to

 b
ac

k 
ou

t a
ny

 
am

ou
nt

s 
re

la
te

d 
to

 A
dm

in
is

tra
tiv

e 
Se

rv
ic

es
 C

on
tra

ct
s 

(A
SC

) a
nd

 A
dm

in
is

tra
tiv

e 
Se

rv
ic

es
 O

nl
y 

(A
SO

) c
on

tra
ct

s, 
re

sp
ec

tiv
el

y 
– 

th
es

e 
ar

e 
br

ou
gh

t b
ac

k 
in

to
 th

e 
fo

rm
ul

a 
in

 L
in

es
 (1

5)
 

an
d 

(1
6)

.  
Li

ne
 (1

1)
 b

ac
ks

 o
ut

 a
dm

in
is

tra
tiv

e 
ex

pe
ns

es
 fo

r c
om

m
is

si
on

s a
nd

 p
re

m
iu

m
 ta

xe
s. 

Li
ne

 (1
5)

 
In

cl
ud

e 
th

e 
am

ou
nt

 re
po

rte
d 

in
 L

in
e 

(9
) p

lu
s a

ny
 o

th
er

 a
dm

in
is

tra
tiv

e 
ex

pe
ns

es
 fo

r A
SC

 b
us

in
es

s. 
 L

in
e 

(1
5)

 sh
ou

ld
 b

e 
gr

ea
te

r t
ha

n 
or

 e
qu

al
 to

 L
in

e 
(9

). 

Li
ne

 (1
6)

 
In

cl
ud

e 
th

e 
am

ou
nt

 re
po

rte
d 

in
 L

in
e 

(1
0)

 p
lu

s a
ny

 o
th

er
 a

dm
in

is
tra

tiv
e 

ex
pe

ns
es

 fo
r A

SO
 b

us
in

es
s. 

 L
in

e 
(1

6)
 sh

ou
ld

 b
e 

gr
ea

te
r t

ha
n 

or
 e

qu
al

 to
 L

in
e 

(1
0)

.  
 

PR
02

3 
- L

on
g-

Te
rm

 C
ar

e 

Th
e 

lo
ng

-te
rm

 c
ar

e 
m

or
bi

di
ty

 r
is

k 
is

 c
al

cu
la

te
d 

in
 p

ar
t b

as
ed

 o
n 

th
e 

cu
rr

en
t y

ea
r’

s 
ea

rn
ed

 p
re

m
iu

m
.  

Th
e 

pr
em

iu
m

 is
 s

ep
ar

at
ed

 in
to

 th
e 

to
ta

l n
ot

 to
 e

xc
ee

d 
$5

0,
00

0,
00

0 
to

 w
hi

ch
 a

 
la

rg
er

 fa
ct

or
 is

 a
pp

lie
d 

an
d 

am
ou

nt
s i

n 
ex

ce
ss

 o
f $

50
,0

00
,0

00
 to

 w
hi

ch
 a

 lo
w

er
 fa

ct
or

 is
 a

pp
lie

d.
  T

hi
s i

s d
on

e 
in

 L
in

es
 (1

) t
o 

(3
) o

f P
R

02
3 

Lo
ng

-T
er

m
 C

ar
e.

 

A
no

th
er

 p
or

tio
n 

of
 th

e 
m

or
bi

di
ty

 ri
sk

 is
 a

pp
lie

d 
to

 in
cu

rr
ed

 c
la

im
s. 

 T
hi

s 
is

 d
on

e 
in

 L
in

es
 (4

.1
) t

hr
ou

gh
 (6

). 
 T

o 
re

du
ce

 th
e 

vo
la

til
ity

 o
f c

la
im

s, 
th

e 
cu

rr
en

t a
nd

 p
rio

r y
ea

r’
s 

re
su

lts
 a

re
 

av
er

ag
ed

 u
si

ng
 lo

ss
 ra

tio
s. 

 T
hi

s i
s d

on
e 

in
 li

ne
s (

4.
1)

 to
 (4

.3
). 

 T
he

 a
ve

ra
ge

 lo
ss

 ra
tio

 is
 a

pp
lie

d 
to

 c
ur

re
nt

 y
ea

r’
s e

ar
ne

d 
pr

em
iu

m
 to

 g
et

 A
dj

us
te

d 
LT

C
 C

la
im

s f
or

 R
B

C
 in

 L
in

e 
(5

). 
 T

o 
al

lo
w

 fo
r t

ho
se

 s
itu

at
io

ns
 w

he
re

 e
ith

er
 th

er
e 

is
 n

o 
po

si
tiv

e 
ea

rn
ed

 p
re

m
iu

m
 o

r o
ne

 o
f t

he
 lo

ss
 ra

tio
s 

is
 n

eg
at

iv
e,

 th
e 

R
B

C
 fo

rm
ul

a 
us

es
 th

e 
ac

tu
al

 in
cu

rr
ed

 c
la

im
s 

fo
r t

he
 c

ur
re

nt
 y

ea
r. 

 
Th

e 
cl

ai
m

s-
ba

se
d 

R
B

C
 is

 se
pa

ra
te

d 
in

to
 a

m
ou

nt
s u

p 
to

 $
35

,0
00

,0
00

 to
 w

hi
ch

 a
 h

ig
he

r f
ac

to
r i

s a
pp

lie
d 

in
 L

in
e 

(5
.1

) a
nd

 a
m

ou
nt

s i
n 

ex
ce

ss
 o

f $
35

,0
00

,0
00

 in
 L

in
e 

(5
.2

). 
 In

 a
dd

iti
on

, i
f 

Li
ne

 (1
), 

C
ol

um
n 

(1
) i

s n
ot

 p
os

iti
ve

, a
 la

rg
er

 fa
ct

or
 is

 a
pp

lie
d 

to
 a

ct
ua

l i
nc

ur
re

d 
cl

ai
m

s (
if 

po
si

tiv
e)

 to
 re

fle
ct

 th
e 

fa
ct

 th
at

 th
er

e 
is

 n
o 

pr
em

iu
m

-b
as

ed
 R

B
C

. 

PR
02

4 
- H

ea
lth

 C
la

im
 R

es
er

ve
s 

A
dd

iti
on

al
 ri

sk
-b

as
ed

 c
ap

ita
l o

f 5
 p

er
ce

nt
 o

f c
la

im
 re

se
rv

es
 fo

r i
nd

iv
id

ua
l a

nd
 g

ro
up

 a
nd

 c
re

di
t i

s 
re

qu
ire

d 
to

 re
co

gn
iz

e 
th

e 
ris

k 
of

 th
e 

le
ve

l o
f r

ec
ov

er
ie

s 
an

d 
ot

he
r c

la
im

 te
rm

in
at

io
ns

 
fa

lli
ng

 b
el

ow
 th

at
 a

ss
um

ed
 in

 th
e 

cl
ai

m
 re

se
rv

es
.  

PR
02

5 
- P

re
m

iu
m

 S
ta

bi
liz

at
io

n 
R

es
er

ve
s 

Ba
si

s o
f F

ac
to

rs
 

Pr
em

iu
m

 st
ab

ili
za

tio
n 

re
se

rv
es

 a
re

 fu
nd

s h
el

d 
by

 th
e 

co
m

pa
ny

 in
 o

rd
er

 to
 st

ab
ili

ze
 th

e 
pr

em
iu

m
 a

 g
ro

up
 p

ol
ic

yh
ol

de
r m

us
t p

ay
 fr

om
 y

ea
r t

o 
ye

ar
. U

su
al

ly
 e

xp
er

ie
nc

e 
ra

tin
g 

re
fu

nd
s a

re
 

ac
cu

m
ul

at
ed

 in
 su

ch
 a

 re
se

rv
e 

so
 th

at
 th

ey
 c

an
 b

e 
dr

aw
n 

up
on

 in
 th

e 
ev

en
t o

f p
oo

r f
ut

ur
e 

ex
pe

rie
nc

e.
 T

hi
s r

ed
uc

es
 th

e 
in

su
re

r’
s r

is
k.

 



©
 1

99
4-

20
17

 N
at

io
na

l A
ss

oc
ia

tio
n 

of
 In

su
ra

nc
e 

C
om

m
is

si
on

er
s  

48
 

10
/2

0/
20

17

Fo
r g

ro
up

 h
ea

lth
 in

su
ra

nc
e,

 5
0 

pe
rc

en
t o

f p
re

m
iu

m
 s

ta
bi

liz
at

io
n 

re
se

rv
es

 h
el

d 
in

 th
e 

A
nn

ua
l S

ta
te

m
en

t a
s 

a 
lia

bi
lit

y 
(n

ot
 a

s 
ap

pr
op

ria
te

d 
su

rp
lu

s)
 a

re
 p

er
m

itt
ed

 a
s 

an
 o

ff
se

t u
p 

to
 th

e 
am

ou
nt

 o
f r

is
k-

ba
se

d 
ca

pi
ta

l. 
Th

e 
50

 p
er

ce
nt

 fa
ct

or
 w

as
 c

ho
se

n 
to

 a
pp

ro
xi

m
at

e 
th

e 
po

rti
on

 o
f p

re
m

iu
m

 s
ta

bi
liz

at
io

n 
re

se
rv

es
 th

at
 w

ou
ld

 b
e 

an
 a

pp
ro

pr
ia

te
 o

ff
se

t i
f t

he
 fo

rm
ul

a 
w

er
e 

ap
pl

ie
d 

on
 a

 c
on

tra
ct

-b
y-

co
nt

ra
ct

 b
as

is
, a

nd
 th

e 
re

se
rv

e 
of

fs
et

 w
as

 li
m

ite
d 

to
 th

e 
am

ou
nt

 o
f r

is
k-

ba
se

d 
ca

pi
ta

l r
eq

ui
re

d 
fo

r e
ac

h 
co

nt
ra

ct
. 

Sp
ec

ifi
c 

In
st

ru
ct

io
ns

 fo
r A

pp
lic

at
io

n 
of

 th
e 

Fo
rm

ul
a 

Th
er

e 
is

 so
m

e 
va

ria
nc

e 
fo

r r
ep

or
tin

g 
lia

bi
lit

ie
s t

ha
t a

re
 a

pp
ro

pr
ia

te
ly

 c
on

si
de

re
d 

pr
em

iu
m

 st
ab

ili
za

tio
n 

re
se

rv
es

. T
he

 d
at

a 
so

ur
ce

 sh
ou

ld
 c

om
e 

fr
om

 c
om

pa
ny

 re
co

rd
s. 

Th
e 

su
m

 o
f t

he
se

 v
ar

io
us

 ty
pe

s 
of

 p
re

m
iu

m
 s

ta
bi

liz
at

io
n 

re
se

rv
es

 e
qu

al
s 

th
e 

pr
el

im
in

ar
y 

pr
em

iu
m

 s
ta

bi
liz

at
io

n 
re

se
rv

e 
cr

ed
it.

 T
he

 fi
na

l p
re

m
iu

m
 s

ta
bi

liz
at

io
n 

re
se

rv
e 

cr
ed

it 
is

 li
m

ite
d 

to
 th

e 
ris

k-
ba

se
d 

ca
pi

ta
l p

re
vi

ou
sl

y 
ca

lc
ul

at
ed

. 

PR
02

6 
- F

ed
er

al
 A

C
A

 R
is

k 
ad

ju
st

m
en

t a
nd

 ri
sk

 c
or

rid
or

 se
ns

iti
vi

ty
 te

st
 

Th
e 

fe
de

ra
l A

C
A

 R
is

k 
A

dj
us

tm
en

t a
nd

 R
is

k 
C

or
rid

or
 S

en
si

tiv
ity

 T
es

t i
s 

us
ed

 to
 a

dj
us

t T
A

C
 fo

r t
he

 ri
sk

 a
dj

us
tm

en
t r

ec
ei

va
bl

e 
or

 p
ay

ab
le

 a
nd

 th
e 

ris
k 

co
rr

id
or

 re
tro

sp
ec

tiv
e 

pr
em

iu
m

 
an

d 
re

se
rv

e 
fo

r r
at

e 
cr

ed
it 

or
 p

ol
ic

y 
ex

pe
rie

nc
e 

ra
tin

g 
re

fu
nd

s. 
Th

e 
se

ns
iti

vi
ty

 te
st

 id
en

tif
ie

s 
th

e 
po

te
nt

ia
l i

m
pa

ct
 to

 a
n 

in
su

re
r’

s 
R

B
C

 ra
tio

 d
ue

 to
 th

e 
ris

k 
of

 m
is

es
tim

at
in

g 
th

e 
A

C
A

 
ris

k 
ad

ju
st

m
en

t a
nd

 ri
sk

 c
or

rid
or

 b
y 

th
e 

in
su

re
r. 

Th
e 

se
ns

iti
vi

ty
 te

st
 lo

ok
s a

t b
ot

h 
th

e 
ris

k 
of

 o
ve

re
st

im
at

io
n 

an
d 

un
de

re
st

im
at

io
n 

by
 th

e 
in

su
re

r f
or

 b
ot

h 
re

ce
iv

ab
le

s a
nd

 p
ay

ab
le

s. 
Li

ne
s 

(1
) t

hr
ou

gh
 (1

1)
 lo

ok
 a

t t
he

 ri
sk

 o
f o

ve
re

st
im

at
io

n 
w

hi
le

 L
in

es
 (1

2)
 th

ro
ug

h 
(2

2)
 lo

ok
 a

t t
he

 ri
sk

 o
f u

nd
er

es
tim

at
io

n 
by

 d
ec

re
as

in
g 

an
d 

in
cr

ea
si

ng
 th

e 
am

ou
nt

 re
po

rte
d 

in
 th

e 
N

ot
es

 to
 

Fi
na

nc
ia

l S
ta

te
m

en
t b

y 
25

 p
er

ce
nt

. T
he

 s
en

si
tiv

ity
 te

st
 p

ro
vi

de
s 

a 
“w

ha
t i

f”
 s

ce
na

rio
 th

at
 h

as
 n

o 
ef

fe
ct

 o
n 

th
e 

ris
k-

ba
se

d 
ca

pi
ta

l a
m

ou
nt

s 
re

po
rte

d 
in

 th
e 

an
nu

al
 s

ta
te

m
en

t. 
Th

e 
H

ea
lth

 
R

is
k-

B
as

ed
 C

ap
ita

l (
E)

 W
or

ki
ng

 G
ro

up
 d

et
er

m
in

ed
 th

at
 a

 2
5 

pe
rc

en
t c

ha
ng

e 
in

 th
e 

an
nu

al
 s

ta
te

m
en

t a
m

ou
nt

 a
nd

 a
 5

0 
pe

rc
en

t f
ac

to
r 

sh
ou

ld
 b

e 
us

ed
 to

 c
al

cu
la

te
 th

e 
ef

fe
ct

 o
f 

th
e 

m
is

es
tim

at
in

g 
th

e 
ris

k 
ad

ju
st

m
en

t o
r 

ris
k 

co
rr

id
or

 r
ec

ei
va

bl
e 

an
d 

pa
ya

bl
e 

on
 th

e 
R

B
C

 r
at

io
. T

he
 c

om
pa

ny
 c

an
 p

ro
vi

de
 a

n 
ex

pl
an

at
io

n 
in

 th
e 

Fo
ot

no
te

 if
 th

e 
co

m
pa

ny
 b

el
ie

ve
s 

th
e 

fa
ct

or
s a

re
 n

ot
 a

pp
ro

pr
ia

te
, w

ith
 a

n 
ex

pl
an

at
io

n 
as

 to
 w

hy
 th

e 
fa

ct
or

s a
re

 in
ap

pr
op

ria
te

.  

Li
ne

 (1
) a

nd
 L

in
e 

(1
2)

 –
 P

re
m

iu
m

 A
dj

us
tm

en
ts

 R
ec

ei
va

bl
e 

D
ue

 to
 A

CA
 R

is
k 

A
dj

us
tm

en
t. 

Th
is

 is
 th

e 
am

ou
nt

 re
po

rte
d 

in
 th

e 
an

nu
al

 s
ta

te
m

en
t N

ot
es

 to
 F

in
an

ci
al

 S
ta

te
m

en
t 2

4F
2a

1.
 

C
ol

um
n 

(2
) w

ou
ld

 e
qu

al
 C

ol
um

n 
(1

) m
ul

tip
lie

d 
by

 th
e 

se
ns

iti
vi

ty
 a

m
ou

nt
. 

Li
ne

 (2
) a

nd
 L

in
e 

(1
3)

 –
 P

re
m

iu
m

 A
dj

us
tm

en
ts

 P
ay

ab
le

 D
ue

 to
 A

C
A

 R
is

k 
A

dj
us

tm
en

t O
pe

ra
tio

ns
. T

hi
s 

is
 th

e 
am

ou
nt

 re
po

rte
d 

in
 th

e 
an

nu
al

 s
ta

te
m

en
t N

ot
es

 to
 F

in
an

ci
al

 S
ta

te
m

en
t 

24
F2

a3
.  

C
ol

um
n 

(2
) w

ou
ld

 e
qu

al
 C

ol
um

n 
(1

) m
ul

tip
lie

d 
by

 th
e 

se
ns

iti
vi

ty
 a

m
ou

nt
. 

Li
ne

 (3
) a

nd
 L

in
e 

(1
4)

 –
 T

ot
al

 A
C

A
 R

is
k 

A
dj

us
tm

en
ts

 R
ec

ei
va

bl
e 

an
d 

Pa
ya

bl
e.

 L
in

e 
(3

) w
ou

ld
 b

e 
eq

ua
l t

o 
Li

ne
 (2

) m
in

us
 L

in
e 

(1
) a

nd
 L

in
e 

(1
4)

 w
ou

ld
 b

e 
eq

ua
l t

o 
Li

ne
 (1

3)
 m

in
us

 
Li

ne
 (1

2)
. 

Li
ne

 (
4)

 a
nd

 L
in

e 
(1

5)
 –

 A
cc

ru
ed

 R
et

ro
sp

ec
tiv

e 
Pr

em
iu

m
 D

ue
 to

 A
CA

 R
is

k 
C

or
rid

or
s. 

Th
is

 is
 th

e 
am

ou
nt

 r
ep

or
te

d 
in

 th
e 

an
nu

al
 s

ta
te

m
en

t N
ot

es
 to

 F
in

an
ci

al
 S

ta
te

m
en

t 2
4F

2c
1.

  
C

ol
um

n 
(2

) w
ou

ld
 e

qu
al

 C
ol

um
n 

(1
) m

ul
tip

lie
d 

by
 th

e 
se

ns
iti

vi
ty

 a
m

ou
nt

. 

Li
ne

 (
5)

 a
nd

 L
in

e 
(1

6)
 –

 R
es

er
ve

 fo
r 

R
at

e 
C

re
di

ts
 o

r 
Po

lic
y 

Ex
pe

rie
nc

e 
R

at
in

g 
R

ef
un

ds
 D

ue
 to

 A
C

A
 R

is
k 

C
or

rid
or

s. 
Th

is
 is

 th
e 

am
ou

nt
 r

ep
or

te
d 

in
 th

e 
an

nu
al

 s
ta

te
m

en
t N

ot
es

 to
 

Fi
na

nc
ia

l S
ta

te
m

en
t 2

4F
2c

2.
  C

ol
um

n 
(2

) w
ou

ld
 e

qu
al

 C
ol

um
n 

(1
) m

ul
tip

lie
d 

by
 th

e 
se

ns
iti

vi
ty

 a
m

ou
nt

. 

Li
ne

 (6
) a

nd
 L

in
e 

(1
7)

 –
 T

ot
al

 A
C

A
 R

is
k 

C
or

rid
or

 R
et

ro
sp

ec
tiv

e 
Pr

em
iu

m
 a

nd
 R

at
e 

C
re

di
ts

 o
r P

ol
ic

y 
Ex

pe
rie

nc
e 

R
at

in
g 

R
ef

un
ds

. L
in

e 
(6

) i
s 

eq
ua

l t
o 

Li
ne

 (5
) m

in
us

 L
in

e 
(4

) a
nd

 
Li

ne
 (1

7)
 is

 e
qu

al
 to

 L
in

e 
(1

6)
 m

in
us

 L
in

e 
(1

5)
. 

Li
ne

 (7
) a

nd
 L

in
e 

(1
8)

 –
 T

ot
al

 R
is

k 
A

dj
us

tm
en

t a
nd

 R
is

k 
C

or
rid

or
. T

he
 a

bs
ol

ut
e 

va
lu

e 
of

 L
in

e 
(7

), 
C

ol
um

n 
(3

) 
is

 e
qu

al
 to

 L
in

e 
(3

) p
lu

s 
Li

ne
 (6

). 
Th

e 
ab

so
lu

te
 v

al
ue

 o
f L

in
e 

(1
8)

, 
C

ol
um

n 
(3

) i
s e

qu
al

 to
 L

in
e 

(1
4)

 p
lu

s L
in

e 
(1

7)
. 



©
 1

99
4-

20
17

 N
at

io
na

l A
ss

oc
ia

tio
n 

of
 In

su
ra

nc
e 

C
om

m
is

si
on

er
s  

49
 

10
/2

0/
20

17

Li
ne

 (8
) a

nd
 L

in
e 

(1
9)

 –
  P

ag
e 

PR
03

0,
 T

ot
al

 A
dj

us
te

d 
C

ap
ita

l, 
Po

st
 D

ef
er

re
d 

Ta
x,

 L
in

e 
(1

4)
 

Li
ne

 (9
) a

nd
 L

in
e 

(2
0)

 –
 T

ot
al

 A
dj

us
te

d 
C

ap
ita

l S
tre

ss
ed

 fo
r R

is
k 

A
dj

us
tm

en
ts

. L
in

e 
(9

) i
s e

qu
al

 to
 L

in
e 

(8
) m

in
us

 L
in

e 
(7

) a
nd

 L
in

e 
(2

0)
 is

 e
qu

al
 to

 L
in

e 
(1

9)
 m

in
us

 L
in

e 
(1

8)
. 

Li
ne

 (1
0)

 a
nd

 L
in

e 
(2

1)
 –

 A
ut

ho
riz

ed
 C

on
tro

l L
ev

el
 R

B
C

. P
ag

e 
PR

03
3 

– 
C

al
cu

la
tio

n 
of

 T
ot

al
 A

dj
us

te
d 

C
ap

ita
l t

o 
R

is
k-

B
as

ed
 C

ap
ita

l L
in

e 
(7

3)
 

Li
ne

 (1
1)

 a
nd

 L
in

e 
(2

2)
 –

 A
C

A
 R

is
k 

A
dj

us
te

d 
A

C
L 

R
B

C
 R

at
io

. L
in

e 
(1

1)
 is

 e
qu

al
 to

 L
in

e 
(9

) d
iv

id
ed

 b
y 

Li
ne

 (1
0)

 a
nd

 L
in

e 
(2

2)
 is

 e
qu

al
 to

 L
in

e 
(2

0)
 d

iv
id

ed
 b

y 
Li

ne
 (2

1)
. 



©
 1

99
4-

20
17

 N
at

io
na

l A
ss

oc
ia

tio
n 

of
 In

su
ra

nc
e 

C
om

m
is

si
on

er
s  

50
 

10
/2

0/
20

17

C
A

L
C

U
L

A
T

IO
N

 O
F 

C
A

T
A

ST
R

O
PH

E
 R

IS
K

 C
H

A
R

G
E

 R
C

A
T

  
PR

02
7

Th
e 

ca
ta

st
ro

ph
e 

ris
k 

ch
ar

ge
 fo

r e
ar

th
qu

ak
e 

(P
R

02
7A

) a
nd

 h
ur

ric
an

e 
(P

R
02

7B
) r

is
ks

 is
 c

al
cu

la
te

d 
by

 m
ul

tip
ly

in
g 

th
e 

R
B

C
 fa

ct
or

s b
y 

th
e 

co
rr

es
po

nd
in

g 
m

od
el

ed
 lo

ss
es

 a
nd

 re
in

su
ra

nc
e 

re
co

ve
ra

bl
es

.  
Th

e 
ris

k 
ap

pl
ie

s 
on

 a
 n

et
 b

as
is

 w
ith

 a
 c

or
re

sp
on

di
ng

 c
on

tin
ge

nt
 c

re
di

t r
is

k 
ch

ar
ge

 fo
r c

er
ta

in
 c

at
eg

or
ie

s 
of

 re
in

su
re

rs
.  

D
at

a 
m

us
t b

e 
pr

ov
id

ed
 fo

r t
he

 w
or

st
 y

ea
r i

n 
50

, 
10

0,
 2

50
, a

nd
 5

00
; h

ow
ev

er
, o

nl
y 

th
e 

w
or

st
 y

ea
r i

n 
10

0 
w

ill
 b

e 
us

ed
 in

 th
e 

ca
lc

ul
at

io
n 

of
 th

e 
ca

ta
st

ro
ph

e 
ris

k 
ch

ar
ge

. W
hi

le
 p

ro
je

ct
ed

 lo
ss

es
 m

od
el

ed
 o

n 
an

 A
gg

re
ga

te
 E

xc
ee

da
nc

e 
Pr

ob
ab

ili
ty

 b
as

is
 is

 p
re

fe
rr

ed
, c

om
pa

ni
es

 a
re

 p
er

m
itt

ed
 to

 r
ep

or
t o

n 
an

 O
cc

ur
re

nc
e 

Ex
ce

ed
an

ce
 P

ro
ba

bi
lit

y 
ba

si
s 

if 
th

at
 is

 c
on

sis
te

nt
 w

ith
 th

e 
co

m
pa

ny
’s

 in
te

rn
al

 r
is

k 
m

an
ag

em
en

t 
pr

oc
es

s. 
 

Th
e 

co
nt

in
ge

nt
 c

re
di

t r
is

k 
ch

ar
ge

 sh
ou

ld
 b

e 
ca

lc
ul

at
ed

 in
 a

 m
an

ne
r c

on
si

st
en

t w
ith

 th
e 

w
ay

 th
e 

co
m

pa
ny

 in
te

rn
al

ly
 e

va
lu

at
es

 a
nd

 m
an

ag
es

 it
s m

od
el

ed
 n

et
 c

at
as

tro
ph

e 
ris

k.
  

N
ot

e 
th

at
 n

o 
ta

x 
ef

fe
ct

 o
ff

se
ts

 o
r r

ei
ns

ta
te

m
en

t p
re

m
iu

m
s 

sh
ou

ld
 b

e 
in

cl
ud

ed
 in

 th
e 

m
od

el
ed

 lo
ss

es
.  

Fu
rth

er
 n

ot
e 

th
at

 th
e 

ca
ta

st
ro

ph
e 

ris
k 

ch
ar

ge
 is

 fo
r e

ar
th

qu
ak

e 
an

d 
hu

rr
ic

an
e 

ris
ks

 
on

ly
.  

 

A
s 

pe
r t

he
 fo

ot
no

te
 o

n 
th

is
 p

ag
e,

 m
od

el
ed

 lo
ss

es
 to

 b
e 

en
te

re
d 

PR
02

7A
 a

nd
 P

R
02

7B
 in

 L
in

es
 (1

) t
hr

ou
gh

 (4
) a

re
 to

 b
e 

ca
lc

ul
at

ed
 u

si
ng

 o
ne

 o
f t

he
 a

pp
ro

ve
d 

co
m

m
er

ci
al

ly
 a

va
ila

bl
e 

ca
ta

st
ro

ph
e 

m
od

el
s 

– 
A

IR
, E

Q
EC

A
T,

 R
M

S,
 A

R
A

 H
ur

Lo
ss

 (h
ur

ric
an

e 
on

ly
); 

or
 th

e 
Fl

or
id

a 
Pu

bl
ic

 M
od

el
 (h

ur
ric

an
e 

on
ly

); 
an

d 
us

in
g 

th
e 

in
su

ra
nc

e 
co

m
pa

ny
’s

 o
w

n 
in

su
re

d 
pr

op
er

ty
 

ex
po

su
re

 in
fo

rm
at

io
n 

as
 in

pu
ts

 to
 th

e 
m

od
el

.  
Th

e 
in

su
ra

nc
e 

co
m

pa
ny

 m
ay

 e
le

ct
 to

 u
se

 th
e 

m
od

el
ed

 re
su

lts
 fr

om
 a

ny
 o

ne
 o

f t
he

 m
od

el
s, 

or
 a

ny
 c

om
bi

na
tio

n 
of

 re
su

lts
 o

f t
w

o 
or

 m
or

e 
of

 th
e 

m
od

el
s. 

 E
ac

h 
in

su
re

r w
ill

 n
ot

 b
e 

re
qu

ire
d 

to
 u

til
iz

e 
an

y 
pr

es
cr

ib
ed

 se
t o

f m
od

el
in

g 
as

su
m

pt
io

ns
, b

ut
 w

ill
 b

e 
ex

pe
ct

ed
 to

 u
se

 th
e 

sa
m

e 
ex

po
su

re
 d

at
a,

 m
od

el
in

g,
 a

nd
 a

ss
um

pt
io

ns
 

th
at

 th
e 

in
su

re
r u

se
s 

in
 it

s 
ow

n 
in

te
rn

al
 c

at
as

tro
ph

e 
ris

k 
m

an
ag

em
en

t p
ro

ce
ss

.  
A

ny
 e

xc
ep

tio
ns

 m
us

t b
e 

ex
pl

ai
ne

d 
in

 th
e 

re
qu

ire
d

At
te

st
at

io
n 

Re
: C

at
as

tr
op

he
 M

od
el

in
g 

U
se

d 
in

 R
BC

 
C

at
as

tr
op

he
 R

isk
 C

ha
rg

es
 w

ith
in

 th
is

 R
B

C
 R

ep
or

t.

Th
e 

G
ra

nd
 T

ot
al

 (
PR

02
7)

 p
ag

e 
in

cl
ud

es
 a

n 
in

te
rr

og
at

or
y 

to
 s

up
po

rt 
an

 e
xe

m
pt

io
n 

fr
om

 f
ili

ng
 th

e 
ca

ta
st
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ph

e 
ris

k 
ch

ar
ge

.  
In

 g
en

er
al

, i
f 

a 
co

m
pa

ny
 u

se
s 

an
 in

te
rc

om
pa

ny
 p

oo
lin

g 
ar

ra
ng

em
en

t o
r q

uo
ta

 s
ha

re
 a

rr
an

ge
m

en
t w

ith
 U

.S
. a

ff
ili

at
es

 c
ov

er
in

g 
10

0%
 o

f i
ts

 e
ar

th
qu

ak
e 

an
d 

hu
rr

ic
an

e 
ris

ks
 s

uc
h 

th
at

 th
er

e 
is

 n
o 

ex
po

su
re

 fo
r t

he
se

 ri
sk

s, 
th

en
 th

is
 p

ag
e 

m
ay

 b
e 

le
ft 

bl
an

k.
  F

or
 a

ll 
ot

he
r c

om
pa

ni
es

 w
ith

 s
ub

st
an

tiv
e 

ea
rth

qu
ak

e 
an

d 
hu

rr
ic

an
e 

ris
k 

ex
po

su
re

, t
hi

s 
pa

ge
 m

us
t b

e 
co

m
pl

et
ed

.  
Ze

ro
 e

nt
rie

s 
m

ay
 b

e 
m

ad
e 

fo
r c

om
pa

ni
es

 w
ith

 a
ny

 o
f t

he
 

fo
llo

w
in

g 
ci

rc
um

st
an

ce
s:

 
1.

Sa
tis

fy
 th

e 
0%

 n
et

 e
xp

os
ur

e 
st

an
da

rd
 a

s d
es

cr
ib

ed
 in

 in
te

rr
og

at
or

y 
#1

 in
 P

R
02

7 
or

 
2.

H
as

 a
 ra

tio
 o

f I
ns

ur
ed

 V
al

ue
 –

 P
ro

pe
rty

 to
 su

rp
lu

s a
s r

eg
ar

ds
 p

ol
ic

yh
ol

de
rs

 o
f l

es
s t

ha
n 

50
%

 o
r 

3.
W

rit
e 

In
su

re
d 

V
al

ue
 –

 P
ro

pe
rty

 t
ha

t 
in

cl
ud

es
 h

ur
ric

an
e 

an
d/

or
 e

ar
th

qu
ak

e 
co

ve
ra

ge
 i

n 
ca

ta
st

ro
ph

e-
pr

on
e 

ar
ea

s 
re

pr
es

en
tin

g 
le

ss
 t

ha
n 

10
%

 o
f 

its
 s

ur
pl

us
 a

s 
re

ga
rd

s 
po

lic
yh

ol
de

rs
. 

 “
In

su
re

d 
V

al
ue

 –
 P

ro
pe

rty
” 

in
cl

ud
es

 a
gg

re
ga

te
 p

ol
ic

y 
lim

its
 fo

r s
tru

ct
ur

es
 a

nd
 c

on
te

nt
s 

fo
r p

ol
ic

ie
s 

w
rit

te
n 

an
d 

as
su

m
ed

 in
 th

e 
fo

llo
w

in
g 

an
nu

al
 s

ta
te

m
en

t l
in

es
 –

 F
ire

, A
lli

ed
 L

in
es

, 
Ea

rth
qu

ak
e,

 F
ar

m
ow

ne
rs

, H
om

eo
w

ne
rs

, a
nd

 C
om

m
er

ci
al

 M
ul

ti-
Pe

ril
. 

“C
at

as
tro

ph
e-

Pr
on

e 
A

re
as

” 
in

cl
ud

e:
 

i. 
Fo

r h
ur

ric
an

e 
ris

ks
, H

aw
ai

i, 
D

is
tri

ct
 o

f C
ol

um
bi

a 
an

d 
st

at
es

 a
nd

 c
om

m
on

w
ea

lth
s b

or
de

rin
g 

on
 th

e 
A

tla
nt

ic
 O

ce
an

 a
nd

/o
r t

he
 G

ul
f o

f M
ex

ic
o 

in
cl

ud
in

g 
Pu

er
to

 R
ic

o.
 

ii.
 

Fo
r 

ea
rth

qu
ak

e 
ris

k 
or

 f
or

 f
ire

 f
ol

lo
w

in
g 

ea
rth

qu
ak

e,
 a

ny
 o

f 
th

e 
fo

llo
w

in
g 

co
m

m
on

w
ea

lth
 o

r 
st

at
es

: A
la

sk
a,

 H
aw

ai
i, 

W
as

hi
ng

to
n,

 O
re

go
n,

 C
al

ifo
rn

ia
, I

da
ho

, N
ev

ad
a,

 U
ta

h,
 

A
riz

on
a,

 M
on

ta
na

, 
W

yo
m

in
g,

 C
ol

or
ad

o,
 N

ew
 M

ex
ic

o,
 P

ue
rto

 R
ic

o,
 a

nd
 g

eo
gr

ap
hi

c 
ar

ea
s 

in
 t

he
 f

ol
lo

w
in

g 
st

at
es

 t
ha

t 
ar

e 
in

 t
he

 N
ew

 M
ad

rid
 S

ei
sm

ic
 Z

on
e 

- 
M

is
so

ur
i, 

A
rk

an
sa

s, 
M

is
si

ss
ip

pi
, T

en
ne

ss
ee

, I
lli

no
is

 a
nd

 K
en

tu
ck

y.
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Sp
ec

ifi
c 

In
st

ru
ct

io
ns

 fo
r A

pp
lic

at
io

n 
of

 th
e 

Fo
rm

ul
a 

C
ol

um
n 

(1
) –

 D
ire

ct
 a

nd
 A

ss
um

ed
 M

od
el

ed
 L

os
se

s 
Th

es
e 

ar
e 

th
e 

di
re

ct
 a

nd
 a

ss
um

ed
 m

od
el

ed
 lo

ss
es

 p
er

 th
e 

fir
st

 fo
ot

no
te

.  
In

cl
ud

e 
lo

ss
es

 o
nl

y;
 n

o 
lo

ss
 a

dj
us

tm
en

t e
xp

en
se

s. 
 F

or
 c

om
pa

ni
es

 th
at

 a
re

 p
ar

t o
f a

n 
in

te
r-

co
m

pa
ny

 p
oo

lin
g 

ar
ra

ng
em

en
t, 

th
e 

lo
ss

es
 in

 th
is

 c
ol

um
n 

sh
ou

ld
 b

e 
co

ns
is

te
nt

 w
ith

 th
os

e 
re

po
rte

d 
in

 S
ch

ed
ul

e 
P,

 i.
e.

 lo
ss

es
 re

po
rte

d 
in

 th
is

 c
ol

um
n 

sh
ou

ld
 b

e 
th

e 
gr

os
s 

lo
ss

es
 fo

r t
he

 p
oo

l m
ul

tip
lie

d 
by

 
th

e 
co

m
pa

ny
’s

 sh
ar

e 
of

 th
e 

po
ol

.  

C
ol

um
n 

(2
) –

 N
et

 M
od

el
ed

 L
os

se
s 

Th
es

e 
ar

e 
th

e 
ne

t m
od

el
ed

 lo
ss

es
 p

er
 th

e 
fo

ot
no

te
.  

In
cl

ud
e 

lo
ss

es
 o

nl
y;

 n
o 

lo
ss

 a
dj

us
tm

en
t e

xp
en

se
s. 

C
ol

um
n 

(3
) -

 C
ed

ed
 A

m
ou

nt
s R

ec
ov

er
ab

le
 

Th
es

e 
ar

e 
th

e 
m

od
el

ed
 lo

ss
es

 c
ed

ed
 u

nd
er

 a
ny

 re
in

su
ra

nc
e 

co
nt

ra
ct

. I
nc

lu
de

 lo
ss

es
 o

nl
y,

 n
o 

lo
ss

 a
dj

us
tm

en
t e

xp
en

se
s, 

an
d 

sh
ou

ld
 b

e 
as

so
ci

at
ed

 w
ith

 th
e 

N
et

 M
od

el
ed

 L
os

se
s. 

C
ol

um
n 

(4
) -

 C
ed

ed
 A

m
ou

nt
s w

ith
 Z

er
o 

C
re

di
t R

is
k 

C
ha

rg
e 

Pe
r t

he
 fo

ot
no

te
, m

od
el

ed
 c

at
as

tro
ph

e 
lo

ss
es

 th
at

 w
ou

ld
 b

e 
ce

de
d 

to
 th

e 
ca

te
go

rie
s 

of
 re

in
su

re
rs

 th
at

 a
re

 n
ot

 s
ub

je
ct

 to
 th

e 
R

B
C

 c
re

di
t r

is
k 

ch
ar

ge
 (i

.e
., 

U
.S

. a
ff

ili
at

es
 a

nd
 m

an
da

to
ry

 
po

ol
s, 

w
he

th
er

 a
ut

ho
riz

ed
, u

na
ut

ho
riz

ed
, o

r c
er

tif
ie

d)
. 

C
ol

um
n 

(6
) –

 A
m

ou
nt

 
Th

es
e 

ar
e 

au
to

m
at

ic
al

ly
 c

al
cu

la
te

d 
ba

se
d 

on
 th

e 
pr

ev
io

us
 c

ol
um

ns
. 

C
ol

um
n 

(7
) -

 R
B

C
 R

eq
ui

re
m

en
t 

A
 fa

ct
or

 o
f 1

.0
00

 is
 a

pp
lie

d 
to

 th
e 

re
po

rte
d 

m
od

el
ed

 c
at

as
tro

ph
e 

lo
ss

es
 c

al
cu

la
te

d 
on

 b
ot

h 
A

EP
 a

nd
 O

EP
 b

as
is

, a
nd

 a
 fa

ct
or

 o
f 0

.0
48

 is
 a

pp
lie

d 
to

 th
e 

re
in

su
ra

nc
e 

re
co

ve
ra

bl
es

. T
he

 
R

B
C

 R
eq

ui
re

m
en

t i
s 

ba
se

d 
on

 e
ith

er
 A

EP
 re

po
rte

d 
re

su
lts

 o
r O

EP
 re

po
rte

d 
re

su
lts

 (n
ot

 b
ot

h)
, c

on
si

st
en

t w
ith

 th
e 

w
ay

 th
e 

co
m

pa
ny

 in
te

rn
al

ly
 e

va
lu

at
es

 a
nd

 m
an

ag
es

 it
s 

m
od

el
ed

 n
et

 
ca

ta
st

ro
ph

e 
ris

k.
 

C
ol

um
n 

(5
) –

 Y
/N

 
Pl

ea
se

 in
di

ca
te

 “
Y

” 
fo

r O
EP

 b
as

is
 a

nd
 “

N
” 

fo
r A

EP
 b

as
is

. T
hi

s c
ol

um
n 

sh
ou

ld
 n

ot
 b

e 
bl

an
k.
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T
O

T
A

L
 A

D
JU

ST
E

D
 C

A
PI

T
A

L
 A

N
D

 C
O

M
PA

R
IS

O
N

 T
O

 R
IS

K
–B

A
SE

D
 C

A
PI

T
A

L
 

PR
02

8
–

PR
03

4

PR
02

8 
- C

ap
ita

l N
ot

es
 B

ef
or

e 
Li

m
ita

tio
n 

Th
e 

la
w

s o
f c

er
ta

in
 s

ta
te

s 
al

lo
w

 in
su

re
rs

 to
 is

su
e 

a 
fo

rm
 o

f c
ap

ita
l i

ns
tru

m
en

t c
al

le
d 

a 
“c

ap
ita

l n
ot

e.
” 

A
 c

re
di

t i
s 

al
lo

w
ed

 to
 T

ot
al

 A
dj

us
te

d 
C

ap
ita

l f
or

 a
 c

ap
ita

l n
ot

e 
th

at
 sa

tis
fie

s a
ll 

of
 

th
e 

fo
llo

w
in

g 
co

nd
iti

on
s:

 

1.
In

 a
 li

qu
id

at
io

n,
 th

e 
ca

pi
ta

l n
ot

e 
ra

nk
s w

ith
 su

rp
lu

s n
ot

es
 a

nd
 is

 su
bo

rd
in

at
e 

to
 th

e 
cl

ai
m

s o
f p

ol
ic

yh
ol

de
rs

, c
la

im
an

ts
 a

nd
 g

en
er

al
 c

re
di

to
rs

. 
2.

Th
e 

fo
rm

 a
nd

 c
on

te
nt

 o
f t

he
 c

ap
ita

l n
ot

e 
w

as
 a

pp
ro

ve
d 

by
 th

e 
co

m
m

is
si

on
er

 o
f t

he
 in

su
re

r’
s s

ta
te

 o
f d

om
ic

ile
. 

3.
A

t t
he

 ti
m

e 
of

 is
su

an
ce

 o
f t

he
 c

ap
ita

l n
ot

e,
 th

e 
ag

gr
eg

at
e 

pr
in

ci
pa

l a
m

ou
nt

 d
id

 n
ot

 e
xc

ee
d 

25
 p

er
ce

nt
 o

f t
he

 T
ot

al
 A

dj
us

te
d 

Ca
pi

ta
l (

in
cl

ud
in

g 
th

e 
ag

gr
eg

at
e 

pr
in

ci
pa

l a
m

ou
nt

 o
f 

ou
ts

ta
nd

in
g 

ca
pi

ta
l a

nd
 su

rp
lu

s n
ot

es
) a

s o
f t

he
 e

nd
 o

f t
he

 im
m

ed
ia

te
ly

 p
re

ce
di

ng
 c

al
en

da
r y

ea
r l

es
s t

he
 a

gg
re

ga
te

 p
rin

ci
pa

l a
m

ou
nt

 o
f o

ut
st

an
di

ng
 c

ap
ita

l a
nd

 su
rp

lu
s n

ot
es

. 
4.

Th
e 

te
rm

 o
f t

he
 c

ap
ita

l n
ot

e 
is

 n
ot

 le
ss

 th
an

 fi
ve

 y
ea

rs
. 

5.
A

t t
he

 ti
m

e 
of

 is
su

an
ce

 o
f t

he
 c

ap
ita

l n
ot

e:
 

a)
 

Th
e 

to
ta

l p
rin

ci
pa

l a
m

ou
nt

 o
f c

ap
ita

l n
ot

es
 m

at
ur

in
g 

in
 a

ny
 o

ne
 y

ea
r d

id
 n

ot
 e

xc
ee

d 
5 

pe
rc

en
t o

f T
ot

al
 A

dj
us

te
d 

C
ap

ita
l (

m
ea

su
re

d 
at

 th
e 

tim
e 

of
 is

su
an

ce
); 

an
d 

 
b)

 
Th

e 
to

ta
l p

rin
ci

pa
l a

m
ou

nt
 o

f c
ap

ita
l n

ot
es

 m
at

ur
in

g 
in

 a
ny

 th
re

e-
ye

ar
 p

er
io

d 
di

d 
no

t e
xc

ee
d 

12
 p

er
ce

nt
 o

f T
ot

al
 A

dj
us

te
d 

Ca
pi

ta
l (

m
ea

su
re

d 
at

 th
e 

tim
e 

of
 is

su
an

ce
). 

6.
Pa

ym
en

t o
f i

nt
er

es
t, 

di
vi

de
nd

 o
r p

rin
ci

pa
l o

f t
he

 c
ap

ita
l n

ot
e 

is
 d

ef
er

re
d 

if 
it 

w
ou

ld
 h

av
e 

ca
us

ed
 th

e 
in

su
re

r’
s 

To
ta

l A
dj

us
te

d 
C

ap
ita

l t
o 

dr
op

 b
el

ow
 it

s 
C

om
pa

ny
 A

ct
io

n 
Le

ve
l 

R
is

k-
B

as
ed

 C
ap

ita
l. 

H
ow

ev
er

, u
po

n 
re

qu
es

t b
y 

th
e 

in
su

re
r, 

th
e 

co
m

m
is

si
on

er
 o

f t
he

 in
su

re
r’

s 
st

at
e 

of
 d

om
ic

ile
 m

ay
 a

pp
ro

ve
 s

uc
h 

pa
ym

en
t i

f i
n 

th
e 

co
m

m
is

si
on

er
’s

 ju
dg

m
en

t 
th

e 
fin

an
ci

al
 c

on
di

tio
n 

of
 th

e 
in

su
re

r w
ar

ra
nt

s i
t. 

7.
 

Th
e 

co
m

m
is

si
on

er
 o

f 
th

e 
in

su
re

r’
s 

st
at

e 
of

 d
om

ic
ile

 m
ay

 h
al

t a
ll 

pa
ym

en
ts

 o
n 

th
e 

ca
pi

ta
l n

ot
e 

if 
th

e 
in

su
re

r’
s 

To
ta

l A
dj

us
te

d 
C

ap
ita

l d
ro

ps
 b

el
ow

 th
re

e 
tim

es
 th

e 
pr

in
ci

pa
l 

am
ou

nt
 o

f t
he

 c
ap

ita
l a

nd
 su

rp
lu

s n
ot

es
 th

at
 th

e 
in

su
re

r h
as

 o
ut

st
an

di
ng

. 
8.

 
Th

e 
ca

pi
ta

l n
ot

e 
is

 tr
ea

te
d 

as
 a

 li
ab

ili
ty

 a
nd

 c
on

se
qu

en
tly

 d
oe

s n
ot

 in
cr

ea
se

 st
at

ut
or

y 
su

rp
lu

s. 
9.

 
Th

e 
in

su
re

r 
is

su
in

g 
th

e 
ca

pi
ta

l 
no

te
 i

s 
ob

lig
at

ed
 t

o 
su

pp
ly

 t
o 

th
e 

co
m

m
is

si
on

er
 o

f 
th

e 
in

su
re

r’
s 

st
at

e 
of

 d
om

ic
ile

 a
n 

in
fo

rm
at

io
na

l 
fil

in
g 

in
 a

 m
an

ne
r 

ap
pr

ov
ed

 b
y 

th
e 

C
om

m
is

si
on

er
 a

t t
he

 sa
m

e 
tim

e 
th

e 
in

su
re

r f
ile

s i
ts

 A
nn

ua
l S

ta
te

m
en

t, 
an

d 
at

 su
ch

 o
th

er
 ti

m
es

 a
s t

he
 c

om
m

is
si

on
er

 d
et

er
m

in
es

 n
ec

es
sa

ry
. T

he
 fi

lin
g 

sh
al

l i
nc

lu
de

 a
nd

 b
e 

ba
se

d 
on

 th
e 

fo
llo

w
in

g 
gu

id
el

in
es

: 
 

a)
 

Th
e 

fil
in

g 
sh

al
l d

is
pl

ay
 th

e 
fin

an
ci

al
 re

su
lts

 o
f t

he
 c

rit
er

ia
 u

se
d 

to
 d

et
er

m
in

e 
w

he
th

er
 p

ay
m

en
ts

 o
n 

th
e 

in
su

re
r’

s 
ca

pi
ta

l n
ot

es
 n

ee
d 

to
 b

e 
ap

pr
ov

ed
 b

y 
th

e 
co

m
m

is
si

on
er

 o
r 

m
ay

 b
e 

ha
lte

d 
by

 t
he

 c
om

m
is

si
on

er
. 

Fu
rth

er
, 

it 
sh

al
l 

sp
ec

ifi
ca

lly
 i

de
nt

ify
 t

ho
se

 r
es

ul
ts

 t
ha

t 
ei

th
er

 n
ec

es
si

ta
te

 c
om

m
is

si
on

er
 a

pp
ro

va
l 

of
 t

he
 p

ay
m

en
t 

or
 g

iv
e 

th
e 

co
m

m
is

si
on

er
 th

e 
op

tio
n 

to
 h

al
t p

ay
m

en
t. 

  
b)

 
Th

e 
in

su
re

r s
ha

ll 
no

tif
y 

th
e 

co
m

m
is

si
on

er
 fo

r i
nf

or
m

at
io

na
l p

ur
po

se
s 

of
 e

ac
h 

fo
rth

co
m

in
g 

pa
ym

en
t u

nd
er

 a
 c

ap
ita

l n
ot

e 
no

t l
es

s 
th

an
 1

0 
bu

si
ne

ss
 d

ay
s 

pr
io

r t
o 

th
e 

da
te

 o
f 

pa
ym

en
t, 

no
r m

or
e 

th
an

 3
0 

bu
si

ne
ss

 d
ay

s p
rio

r t
o 

th
e 

da
te

 o
f p

ay
m

en
t. 

c)
W

he
ne

ve
r a

n 
in

su
re

r d
ec

la
re

s i
ts

 in
te

nt
io

n 
to

 e
xe

rc
is

e 
th

e 
op

tio
n 

to
 c

al
l o

r r
ed

ee
m

 a
 c

ap
ita

l n
ot

e 
pr

io
r t

o 
th

e 
sc

he
du

le
d 

m
at

ur
ity

, t
he

 C
om

m
is

si
on

er
 sh

al
l b

e 
no

tif
ie

d 
w

ith
in

 
fiv

e 
bu

si
ne

ss
 d

ay
s f

ol
lo

w
in

g 
th

e 
de

cl
ar

at
io

n,
 a

nd
 n

ot
 le

ss
 th

an
 1

0 
bu

si
ne

ss
 d

ay
s p

rio
r t

o 
th

e 
de

cl
ar

ed
 re

de
m

pt
io

n 
da

te
. T

he
 1

0 
da

y 
pe

rio
d 

sh
ou

ld
 b

e 
m

ea
su

re
d 

fr
om

 th
e 

da
te

 
of

 th
e 

co
m

m
is

si
on

er
’s

 re
ce

ip
t o

f t
he

 n
ot

ic
e.

 

Th
e 

cr
ed

it 
fo

r a
 c

ap
ita

l n
ot

e 
is

 re
du

ce
d 

as
 th

e 
no

te
 a

pp
ro

ac
he

s 
m

at
ur

ity
 (a

s 
ca

lc
ul

at
ed

 o
n 

PR
02

9 
C

ap
ita

l N
ot

es
 B

ef
or

e 
Li

m
ita

tio
n)

. T
he

 a
gg

re
ga

te
 c

re
di

t f
or

 c
ap

ita
l n

ot
es

 is
 li

m
ite

d 
so

 th
at

 th
e 

to
ta

l a
m

ou
nt

 o
f c

ap
ita

l a
nd

 su
rp

lu
s n

ot
es

 in
cl

ud
ed

 in
 T

ot
al

 A
dj

us
te

d 
C

ap
ita

l i
s n

ot
 m

or
e 

th
an

 o
ne

-th
ird

 o
f T

ot
al

 A
dj

us
te

d 
C

ap
ita

l. 

PR
02

9 
- C

al
cu

la
tio

n 
of

 T
ot

al
 A

dj
us

te
d 

C
ap

ita
l 

Th
is

 is
 c

om
pu

te
d 

by
 su

bt
ra

ct
in

g 
th

e 
fu

ll 
va

lu
e 

of
 th

e 
no

n-
ta

bu
la

r d
is

co
un

t f
ou

nd
 in

 S
ch

ed
ul

e 
P,

 P
ar

t 1
 –

 S
um

m
ar

y,
 L

12
 C

32
 a

nd
 C

33
 p

lu
s a

ny
 d

is
co

un
t o

n 
m

ed
ic

al
 re

se
rv

es
 in

cl
ud

ed
 in

 
C

24
 fo

r t
he

 c
om

pa
ny

 a
nd

 it
s 

af
fil

ia
te

s 
fr

om
 it

s 
ca

pi
ta

l a
nd

 s
ur

pl
us

 fr
om

 P
3 

C
1 

L3
7,

 a
nd

 th
en

 a
dd

in
g 

ba
ck

 th
e 

A
V

R
 a

nd
 h

al
f o

f a
ny

 d
iv

id
en

d 
lia

bi
lit

y 
of

 a
ny

 o
f t

he
 c

om
pa

ny
’s

 li
fe

 
in

su
ra

nc
e 

af
fil

ia
te

s. 
Th

e 
po

rti
on

 o
f 

th
e 

A
V

R
 th

at
 c

an
 b

e 
co

un
te

d 
as

 c
ap

ita
l i

s 
lim

ite
d 

to
 th

e 
am

ou
nt

 n
ot

 u
til

iz
ed

 in
 a

ss
et

 a
de

qu
ac

y 
te

st
in

g 
in

 s
up

po
rt 

of
 th

e 
A

ct
ua

ria
l O

pi
ni

on
 f

or
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re
se

rv
es

. A
ll 

th
e 

af
fil

ia
te

 a
m

ou
nt

s s
ho

ul
d 

be
 a

dj
us

te
d 

by
 p

er
ce

nt
ag

e 
of

 o
w

ne
rs

hi
p 

be
fo

re
 e

nt
er

in
g.

  A
ll 

U
.S

. l
ife

, p
ro

pe
rty

 &
 c

as
ua

lty
 a

nd
 in

ve
st

m
en

t a
ff

ili
at

es
 sh

ou
ld

 b
e 

in
cl

ud
ed

.  
If

 a
 

co
m

pa
ny

 h
as

 n
o 

af
fil

ia
te

s, 
th

en
 T

ot
al

 A
dj

us
te

d 
C

ap
ita

l i
s e

qu
al

 to
 it

s c
ap

ita
l a

nd
 su

rp
lu

s a
dj

us
te

d 
fo

r n
on

-ta
bu

la
r d

is
co

un
ts

. 

Li
ne

s (
13

.1
) t

hr
ou

gh
 (1

3.
4)

 
Th

es
e 

lin
es

 c
al

cu
la

te
 th

e 
cr

ed
it 

to
 T

ot
al

 A
dj

us
te

d 
C

ap
ita

l f
or

 th
e 

in
su

re
r’

s 
qu

al
ify

in
g 

ca
pi

ta
l n

ot
es

. T
he

 c
al

cu
la

tio
n 

on
 L

in
e 

(1
3.

2)
 li

m
its

 th
e 

cr
ed

it 
fo

r c
ap

ita
l n

ot
es

 s
o 

th
e 

to
ta

l a
m

ou
nt

 
of

 c
ap

ita
l a

nd
 su

rp
lu

s n
ot

es
 in

cl
ud

ed
 in

 T
ot

al
 A

dj
us

te
d 

C
ap

ita
l i

s n
ot

 m
or

e 
th

an
 o

ne
-h

al
f o

f T
ot

al
 A

dj
us

te
d 

C
ap

ita
l f

ro
m

 o
th

er
 so

ur
ce

s. 
Th

is
 is

 e
qu

iv
al

en
t t

o 
a 

lim
it 

of
 o

ne
-th

ird
 o

f T
ot

al
 

A
dj

us
te

d 
C

ap
ita

l f
ro

m
 a

ll 
so

ur
ce

s i
nc

lu
di

ng
 th

e 
ca

pi
ta

l a
nd

 su
rp

lu
s n

ot
es

 th
em

se
lv

es
. 

Th
e 

TA
C

 is
 re

po
rte

d 
in

 th
e 

an
nu

al
 st

at
em

en
t’s

 F
iv

e-
Y

ea
r H

is
to

ric
al

 E
xh

ib
it 

on
 L

in
e 

28
, T

ot
al

 A
dj

us
te

d 
C

ap
ita

l. 

Th
e 

Se
ns

iti
vi

ty
 te

st
 p

ro
vi

de
s 

a 
“w

ha
t i

f”
 s

ce
na

rio
 e

lim
in

at
in

g 
de

fe
rr

ed
 ta

x 
as

se
ts

 a
nd

 d
ef

er
re

d 
ta

x 
lia

bi
lit

ie
s 

fr
om

 th
e 

ca
lc

ul
at

io
n 

of
 T

ot
al

 A
dj

us
te

d 
C

ap
ita

l. 
Th

e 
se

ns
iti

vi
ty

 te
st

 h
as

 n
o 

ef
fe

ct
 o

n 
th

e 
ris

k-
ba

se
d 

ca
pi

ta
l a

m
ou

nt
s r

ep
or

te
d 

in
 th

e 
an

nu
al

 st
at

em
en

t. 

In
cl

ud
e 

on
ly

 th
e 

ad
m

itt
ed

 p
or

tio
n 

of
 th

e 
de

fe
rr

ed
 ta

x 
as

se
t f

or
 L

in
e 

(1
5)

.  
Li

ne
 (1

6)
 sh

ou
ld

 in
cl

ud
e 

on
ly

 th
e 

ad
m

itt
ed

 p
or

tio
n 

of
 in

su
ra

nc
e 

su
bs

id
ia

rie
s’

 d
ef

er
re

d 
ta

x 
as

se
ts

. 

Li
ne

s 
(2

2)
 th

ro
ug

h 
(2

5)
 a

re
 u

se
d 

fo
r t

he
 A

C
A

 s
en

si
tiv

ity
 te

st
. T

he
 A

C
A

 s
en

si
tiv

ity
 te

st
 p

ro
vi

de
s 

a 
“w

ha
t i

f”
 s

ce
na

rio
 e

lim
in

at
in

g 
th

e 
A

C
A

 fe
e 

fr
om

 th
e 

C
al

cu
la

tio
n 

of
 T

ot
al

 A
dj

us
te

d 
C

ap
ita

l. 
Th

e 
A

C
A

 fe
e 

in
cl

ud
ed

 o
n 

Li
ne

 (2
2)

 is
 th

e 
es

tim
at

ed
 d

at
a 

ye
ar

 a
m

ou
nt

 th
at

 is
 to

 b
e 

pa
id

 in
 th

e 
fe

e 
ye

ar
. T

he
 A

C
A

 fe
e 

se
ns

iti
vi

ty
 te

st
 h

as
 n

o 
ef

fe
ct

 o
n 

th
e 

ris
k-

ba
se

d 
ca

pi
ta

l 
am

ou
nt

s r
ep

or
te

d 
in

 th
e 

an
nu

al
 st

at
em

en
t. 

C
ol

um
n 

(2
), 

Li
ne

 (2
2)

 sh
ou

ld
 e

qu
al

 th
e 

an
nu

al
 st

at
em

en
t N

ot
es

 to
 F

in
an

ci
al

 S
ta

te
m

en
t, 

N
ot

e 
22

B
, C

ol
um

n 
1.

 

PR
03

0 
-P

R
03

2 
- C

om
pu

ta
tio

n 
of

 T
ot

al
 R

is
k-

B
as

ed
 C

ap
ita

l A
fte

r C
ov

ar
ia

nc
e 

Th
e 

co
m

po
ne

nt
s 

of
 R

0,
 R

1,
 R

2,
 R

3,
 R

4,
 R

5 
an

d 
R

ca
t 

ar
e 

sh
ow

n 
on

 t
he

 f
ol

lo
w

in
g 

pa
ge

s 
of

 t
he

 b
oo

kl
et

. T
he

 c
ov

ar
ia

nc
e 

ad
ju

st
m

en
t 

is
 u

se
d 

to
 d

is
co

un
t 

th
e 

To
ta

l 
R

B
C

 B
ef

or
e 

C
ov

ar
ia

nc
e 

be
ca

us
e 

th
e 

R
B

C
 a

m
ou

nt
s 

fo
r t

he
 in

di
vi

du
al

 R
 c

om
po

ne
nt

s, 
w

he
n 

si
m

pl
y 

ad
de

d 
to

ge
th

er
, o

ve
rs

ta
te

 th
e 

tru
e 

ris
k.

 It
 is

 a
ss

um
ed

 th
at

 n
ot

 a
ll 

of
 th

e 
ev

en
ts

 fo
r w

hi
ch

 R
B

C
 is

 
re

qu
ire

d 
w

ou
ld

 o
cc

ur
 si

m
ul

ta
ne

ou
sl

y.
 

Th
e 

co
m

po
ne

nt
s o

f t
he

 T
ot

al
 R

B
C

 A
fte

r C
ov

ar
ia

nc
e 

fo
rm

ul
a 

ar
e:

 

R
0 

– 
A

ff
ili

at
ed

 In
su

ra
nc

e 
C

om
pa

ny
 A

ss
et

s R
B

C
 

R
1 

– 
Fi

xe
d 

In
co

m
e 

A
ss

et
s R

B
C

 
R

2 
– 

Eq
ui

ty
 A

ss
et

s R
B

C
 

R
3 

– 
C

re
di

t-R
el

at
ed

 A
ss

et
s R

B
C

 
R

4 
– 

U
nd

er
w

rit
in

g 
R

is
k 

– 
R

es
er

ve
s R

B
C

 
R

5 
– 

U
nd

er
w

rit
in

g 
R

is
k 

– 
N

et
 W

rit
te

n 
Pr

em
iu

m
s 

R
ca

t –
 C

at
as

tr
op

he
 R

is
k

If
 lo

ss
 re

se
rv

e 
R

B
C

 is
 g

re
at

er
 th

an
 th

e 
su

m
 o

f o
th

er
 c

re
di

t R
B

C
 a

nd
 o

ne
 h

al
f o

f r
ei

ns
ur

an
ce

 re
co

ve
ra

bl
e 

R
B

C
, t

he
n 

ha
lf 

of
 re

in
su

ra
nc

e 
re

co
ve

ra
bl

e 
is

 a
llo

ca
te

d 
to

 th
e 

R
4 

co
m

po
ne

nt
 

an
d 

ha
lf 

is
 a

llo
ca

te
d 

to
 R

3.
  

If
 l

os
s 

re
se

rv
e 

R
B

C
 i

s 
le

ss
 th

an
 o

r 
eq

ua
l t

o 
th

e 
su

m
 o

f 
ot

he
r 

cr
ed

it 
R

B
C

 p
lu

s 
on

e 
ha

lf 
of

 r
ei

ns
ur

an
ce

 r
ec

ov
er

ab
le

 R
B

C
, t

he
n 

th
e 

en
tir

e 
am

ou
nt

 o
f 

re
in

su
ra

nc
e 

R
B

C
 is

 a
llo

ca
te

d 
to

 th
e 

R
3 

co
m

po
ne

nt
.  
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To
 c

om
pu

te
 th

e 
To

ta
l R

B
C

 A
fte

r C
ov

ar
ia

nc
e 

B
ef

or
e 

B
as

ic
 O

pe
ra

tio
na

l R
is

k 
on

 L
in

e 
(7

3)
, t

he
 fo

llo
w

in
g 

fo
rm

ul
a 

is
 u

se
d:

 

R
0 

+ 
SQ

R
T(

R
1^

2 
+ 

R
2^

2 
+ 

R
3^

2 
+ 

R
4^

2 
+ 

R
5^

2 
+ 

R
ca

t^
2)

 =
 T

ot
al

 R
B

C
 A

fte
r C

ov
ar

ia
nc

e 
B

ef
or

e 
B

as
ic

 O
pe

ra
tio

na
l R

is
k 

O
pe

ra
tio

na
l R

is
k:

 
O

pe
ra

tio
na

l r
is

k 
is

 d
ef

in
ed

 a
s 

th
e 

ri
sk

 o
f 

fin
an

ci
al

 lo
ss

 r
es

ul
tin

g 
fr

om
 o

pe
ra

tio
na

l e
ve

nt
s, 

su
ch

 a
s 

th
e 

in
ad

eq
ua

cy
 o

r 
fa

ilu
re

 o
f 

in
te

rn
al

 s
ys

te
m

s, 
pe

rs
on

ne
l, 

pr
oc

ed
ur

es
 o

r 
co

nt
ro

ls
, a

s 
w

el
l a

s 
ex

te
rn

al
 e

ve
nt

s. 
O

pe
ra

tio
na

l r
is

k 
in

cl
ud

es
 le

ga
l r

is
k 

bu
t e

xc
lu

de
s 

re
pu

ta
tio

na
l r

is
k 

an
d 

ri
sk

 a
ri

si
ng

 fr
om

 s
tr

at
eg

ic
 d

ec
is

io
ns

. O
pe

ra
tio

na
l r

is
k 

ha
s 

be
en

 
id

en
tif

ie
d 

as
 a

 r
is

k 
th

at
 s

ho
ul

d 
be

 e
xp

lic
itl

y 
ad

dr
es

se
d 

in
 th

e 
R

BC
 fo

rm
ul

as
. T

he
 O

pe
ra

tio
na

l R
isk

 c
ha

rg
e 

sh
al

l a
cc

ou
nt

 fo
r 

op
er

at
io

na
l r

is
ks

 th
at

 a
re

 n
ot

 d
et

er
m

in
ed

 to
 b

e 
al

re
ad

y 
re

fle
ct

ed
 in

 e
xi

st
in

g 
ri

sk
 c

at
eg

or
ie

s. 

A
n 

op
er

at
io

na
l r

is
k 

ch
ar

ge
 w

ill
 b

e 
re

po
rt

ed
 o

n 
Pa

ge
 P

R
03

2 
in

 L
in

es
 (

74
) 

an
d 

(7
4A

) 
us

in
g 

an
 p

er
ce

nt
ag

e 
of

 R
B

C
 o

r 
“a

dd
-o

n”
 a

pp
ro

ac
h 

th
at

 w
ill

 a
pp

ly
 a

 r
is

k 
fa

ct
or

 o
f 

0.
00

0%
 to

 L
in

e 
(7

3)
 - 

R
BC

 a
ft

er
 C

ov
ar

ia
nc

e 
B

ef
or

e 
Ba

si
c 

O
pe

ra
tio

na
l R

is
k 

an
d 

Li
ne

 (7
3A

) R
BC

 a
ft

er
 C

ov
ar

ia
nc

e 
w

ith
 P

ro
po

se
d 

R
ei

ns
ur

an
ce

 R
ec

ov
er

ab
le

 C
ha

rg
e 

B
ef

or
e 

B
as

ic
 O

pe
ra

tio
na

l R
is

k 
re

sp
ec

tiv
el

y.
 

T
ot

al
 R

BC
 A

ft
er

 C
ov

ar
ia

nc
e 

in
cl

ud
in

g 
B

as
ic

 O
pe

ra
tio

na
l R

is
k 

w
ill

 b
e 

re
po

rt
ed

 in
 L

in
e 

(7
5)

 a
s t

he
 su

m
 o

f l
in

es
 (7

3)
 a

nd
 (7

4)
. 

T
ot

al
 R

BC
 w

ith
 P

ro
po

se
d 

R
ei

ns
ur

an
ce

 R
ec

ov
er

ab
le

 C
ha

rg
e 

A
ft

er
 C

ov
ar

ia
nc

e 
in

cl
ud

in
g 

Ba
si

c 
O

pe
ra

tio
na

l R
is

k 
w

ill
 b

e 
re

po
rt

ed
 in

 L
in

e 
(7

5A
) a

s t
he

 su
m

 o
f l

in
es

 (7
3A

) a
nd

 
(7

4A
).

Th
e 

A
ut

ho
riz

ed
 C

on
tro

l 
Le

ve
l 

R
B

C
, 

w
hi

ch
 i

s 
re

po
rte

d 
in

 t
he

 F
iv

e-
Y

ea
r 

H
is

to
ric

al
 E

xh
ib

it 
on

 L
in

e 
29

 a
lo

ng
 w

ith
 T

ot
al

 A
dj

us
te

d 
C

ap
ita

l, 
is

 o
ne

-h
al

f 
of

 t
he

 T
ot

al
 R

B
C
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UNDERWRITING AND INVESTMENT EXHIBIT  - PREMIUMS WRITTEN     PR0 35

(1) Did your company write Accident and Health Insurance in 2016?

      If answer is yes, please complete Column 2, 2016 Net Premiums Written.

(2) Did your company write Accident and Health Insurance in 2015?

     If answer is yes, please complete Column 3, 2015 Net Premiums Written.

(3) Were the total net Premiums written zero in 2016?

(4) Were the total net Premiums written zero in 2015?

For all companies,enter net premiums written in all Columns, Line 1 through Line 34.
(1) (2) (3)

2017 2016 2015
Net Premiums Net Premiums Net Premiums

Line of Business    Written    Written    Written
  1.     Fire 0 xxx xxx
  2.     Allied Lines 0 xxx xxx
  3.     Farmowners Multiple Peril 0 xxx xxx
  4.     Homeowners Multiple Peril 0 xxx xxx
  5.     Commercial Multiple Peril 0 xxx xxx
  6.     Mortgage Guaranty 0 xxx xxx
  8.     Ocean Marine 0 xxx xxx
  9.     Inland Marine 0 xxx xxx
 10.    Financial Guaranty 0 xxx xxx
 11.1  Medical Professional Liability - Occurrence 0 xxx xxx
 11.2  Medical Professional Liability - Claims-Made 0 xxx xxx
 12.    Earthquake 0 xxx xxx
 13.    Group Accident and Health 0 0 0
 14.    Credit Accident and Health (group and individual) 0 0 0
 15.    Other Accident and Health 0 0 0
 16.    Workers' Compensation 0 xxx xxx
 17.1  Other Liability - Occurrence 0 xxx xxx
 17.2  Other Liability - Claims-Made 0 xxx xxx
17.3  Excess Workers' Compensation 0 xxx xxx
 18.1  Products Liability - Occurrence 0 xxx xxx
 18.2  Products Liability - Claims-Made 0 xxx xxx
 19.1, 19.2  Private Passenger Auto Liability 0 xxx xxx
 19.3, 19.4  Commercial Auto Liability 0 xxx xxx
 21.   Auto Physical Damage 0 xxx xxx
 22.   Aircraft (all perils) 0 xxx xxx
 23.   Fidelity 0 xxx xxx
 24.   Surety 0 xxx xxx
 26.   Burglary and Theft 0 xxx xxx
 27.   Boiler and Machinery 0 xxx xxx
 28.   Credit 0 xxx xxx
 29.   International 0 xxx xxx
30.   Warranty 0 xxx xxx
31.   Reinsurance Property 0 xxx xxx
32.   Reinsurance Liability 0 xxx xxx
33.   Reinsurance  Financial Lines 0 xxx xxx
34.   Aggregate Write-Ins for Other Lines of Business 0 xxx xxx
35.   TOTALS 0 0 0

 Denotes items that must be manually entered on the filing software.

PR035© 1994-2017 National  Association of Insurance Commissioners 10/20/2017
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© 1994-2017 National Association of Insurance Commissioners 

The property and casualty RBC forecasting CD-ROM contains a spreadsheet that calculates RBC using 
the same formula presented in the 2017 NAIC Property and Casualty Risk-Based Capital Report 
Including Overview & Instructions for Companies. (A hardcopy of this booklet is mailed with the 
forecasting CD-ROM or is available for download from the NAIC Publication Department.) 

These forecasting spreadsheets can be used to check RBC results throughout the year to get an early look 
at RBC results before the RBC vendor filing software may be available, or to evaluate “what-if” 
scenarios.  

Property and Casualty 
 Risk-Based Capital Forecasting 

Spreadsheet Instructions 

WARNING!
The RBC forecasting spreadsheet CANNOT be used to meet the year-end 
risk-based capital electronic filing requirement. Risk-based capital filing 
software from an annual statement software vendor should be used to 
create the electronic filing. If the forecasting worksheet is sent instead of an 
electronic filing, it will not be accepted, and the RBC will not have been 
filed.

 About the File 

The spreadsheet Forecast_P&C_2017_08 
_18.xlsm was created in Microsoft Excel. The 
spreadsheet can be used with Microsoft Excel 
version 14.0 or higher. The spreadsheet 
includes menus for use in navigation between 
pages and for printing. 

The RBC spreadsheet above follows the 2017 
NAIC Property and Casualty Risk-Based 
Capital Report Including Overview and 
Instructions for Companies formula pages. A 
copy of the instructions and blank are included 
with the CD ROM to assist in the completion 
of the forecasting file.  

User Requirements 

• A Microsoft Windows® version of 
Microsoft Excel 2010 (or compatible 
versions).

• Five megabytes of hard disk space.  
• A good understanding of spreadsheet 

software. 

Installation from the CD-ROM 

To install the spreadsheet files, start Windows 
Explorer and go to the CD-ROM drive where 
the forecasting spreadsheet is located.  

Copy and Paste the Forecast_P&C_2017_ 
08_18.xlsm file in the directory where you 
would like the file to be saved. 
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Page 2 
Usage

1. Open the Forecast_P&C_2017_08_18.xlsm file. 
2. Enter data as described in the following sections and examine the results. 
3. Save any changes to the spreadsheets using the “Save” command from the “File” menu. 

Please Note 

In certain versions of Excel, the user may receive the following message when the forecasting file 
is opened: 

If this is the case, the user would need to click on the “Enable Content” button.  

To change the Excel security level, go to the Developer tab, in the Code group, click Macro 
Security. In the Macro Settings, select the security option. 

Data Entry 

The spreadsheets have been color-coded for easy use. 
• Blue-shaded cells with a blue font are data elements that tie directly to the 2017 property and 

casualty annual statement (i.e., vendor link items). This data can be found in the company 
annual statement filing. 

• Red-shaded cells with a black font are data elements that are not available directly from the 
annual statement (i.e., manual data entry items). These items come from other company 
records as noted in the spreadsheet. 

• White-shaded cells with a black font are data elements calculated automatically by the 
spreadsheet. These cells are protected. 

• Yellow-shaded cells are data elements that must be entered using a separate input worksheet. 
Clicking on the cell will automatically take the user to the input worksheet. Data input into the 
separate worksheet will feed automatically to the main page. 

What-If Scenarios 

One of the unique features of the forecasting spreadsheet is its ability to perform what-if 
calculations. Because the formula is implemented  through the Excel spreadsheet, the user is able 
to run various scenarios by adjusting the book/adjusted carrying value, amount or statement value 
to analyze the effect such changes would have on the company’s overall RBC ratio based on the 
RBC factors and covariance.  
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Saving and Exiting 

To exit the program, simply click the  in the upper right corner of the file or choose the 
“Exit” option from the “File” menu. The spreadsheet program will prompt to save any files that 
have been changed. 

• Answer “yes” to save any changes, such as data input or formula changes. 
• Answer “no” if saving is not desired. Warning: This will ignore any and all other changes. 

Printing

A print menu was added to aid in printing for Excel users. Click on each box next to the page 
name for the individual pages that are desired to be printed. Then select the button for “Print 
Selected Pages.” Select the “Reset” button any time it is desired to have all buttons deselected. 
Individual boxes can also be deselected by clicking on them. 

RBC Forecasting Tips 

1. Make sure the CD-ROM is retained so a back-up copy of the Excel file is available. The NAIC 
will not replace the CD-ROM unless it was damaged during shipping or is otherwise defective. 

2. Gather information required for the affiliated investments section before beginning. In some 
instances, information will need to be gathered from the various affiliates themselves. 

3. Keep a copy of the NAIC annual statement blank and annual statement instructions nearby and 
refer to them as needed. 

4. Keep the copy of the RBC Overview and Instructions at the computer to be used as a reference 
while filling out the spreadsheet. The spreadsheet follows the RBC Overview and Instructions 
formula pages exactly. 

5. Make a list of questions while filling out the spreadsheet. Then call the NAIC staff once, 
saving both parties time. 

6. When leaving voicemail messages, make the question as specific and detailed as possible. We 
will then be able to call back with the answer, saving time spent on the phone. Please leave a 
phone number or email address, and we will get back with an answer as soon as possible. 

Questions and Support 

If problems are encountered, please refer to the RBC Overview and Instructions booklet and/or 
the Forecasting Spreadsheet Instructions. However, if there is still a question, contact the NAIC. 

For questions pertaining to annual statement references, insurance accounting questions or 
formula questions, contact Eva Yeung. 

For computer-usage related questions (loading the product, etc.), contact the NAIC Help Desk. 

Important Contact Information 

• Formula questions: Eva Yeung, (816) 783-8407 or eyeung@naic.org.
• Computer questions: NAIC Help Desk, (816) 783-8500 or help@naic.org.
• Annual statement questions: NAIC Financial Reporting Questions Help Line, (816) 783-8400. 
• Questions on publications: NAIC Publications, (816) 783-8300 or prodserv@naic.org.
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The National Association of Insurance Commissioners 
(NAIC) is the U.S. standard-setting and regulatory support 
organization created and governed by the chief insurance 
regulators from the 50 states, the District of Columbia and five 
U.S. territories. Through the NAIC, state insurance regulators 
establish standards and best practices, conduct peer review, 
and coordinate their regulatory oversight. NAIC staff supports 
these efforts and represents the collective views of state 
regulators domestically and internationally. NAIC members, 
together with the central resources of  the NAIC, form the 
national system of state-based insurance regulation in the U.S. 

For more information, visit www.naic.org.
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