Best’s Capital Adequacy Ratio Model

P/C, US

Evaluate property/casualty insurers’ capitalization and risk profile to capture the combined impact of financial
risks associated with adverse market conditions.

Unlike company-created models, the Best’s Capital Adequacy Ratio (BCAR) Model is consistent with the
methodology used by AM Best analysts to evaluate the balance sheet strength of property/casualty companies
filing US statutory statements. Subscribers can easily use the BCAR Model with the latest criteria and
pre-loaded statutory data relevant to their modeling and analysis.

The BCAR Model is an ideal tool for US property/casualty insurers, reinsurers, brokerage firms, consultants,
actuarial firms, asset management companies and other intermediaries with a sophisticated level of familiarity
with insurance company operations and capital models.

If you’re outsourcing your capital analysis to a consulting firm, the optimal way to ensure their calculations are
based on current, accurate information is to confirm that they’re using the BCAR Model as an assessment tool.

[O\ Use this model in planning for your organization’s capital
[ |

needs and to help manage regulatory capital needs. D Create projections and test the impact of different

D scenarios, including reinsurance programs, asset valuations,

o ) , o ) ) ) business line diversification, losses and asset allocations.
Determine if an insurer’s capitalization is appropriate

' to support various types of risk simultaneously at five
different Value at Risk (VaR) levels.

¥)

Run multiple adjustments to any insurer’s balance sheet.
Change parameters and capital charges at each VaR and
generate insightful reports.

=

| Find out how different risks impact the balance sheet.

Create st d ds for Natural Catast h Access preloaded statutory data and run new base scores
reate stressed records for Natural Catastrophe, for all P/C, US insurers.

Terrorism or Surety.

)

What is Best’s Capital Adequacy Ratio (BCAR)?

BCAR depicts the quantitative relationship between an insurer’s balance sheet strength and its operating risks.
Calculating an insurer’'s BCAR score requires calculating its net required capital—namely, the capital needed to
support the financial risks associated with the exposure of its assets and underwriting to adverse economic and
market conditions—and determining its capital available to support these risks.

The basic formula for BCAR is <Avai|ab|e Capit_al - Net R.equired Capital) < 100
Available Capital

The BCAR model calculates an insurer’s net required capital at five different confidence levels, resulting in a
BCAR score for each of these levels. Since the difference between a company’s available capital and its net
required capital is expressed as a ratio to available capital, a BCAR score expresses the extent of the excess or
shortfall as a percentage of available capital. A positive score at a particular confidence interval indicates that
available capital is in excess of net required capital, whereas a negative score indicates that available capital has
fallen short of net required capital.

Visit www3.ambest.com/ambv/ratingmethodology to read a full explanation of the BCAR calculation for P/C
insurers filing US statutory statements.
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A company’s BCAR score is one component in evaluating the balance sheet strength during the overall rating
process. In addition to calculating risk exposure based on current data, AM Best analysts use the model to
test risk assumptions and run stress-test scenarios that project the impact of the company’s potential financial
performance outcomes.

How are the BCAR scores interpreted?
BCAR scores are calculated at five VaR confidence levels: 95.0%, 99.0%, 99.5%, 99.6% and 99.8%. The following
table displays the interpretation of the scores published by AM Best.

VaR Confidence Level (%) BCAR BCAR Assessment
99.6 > 25 at 99.6 Strongest

99.6 > 10 at 99.6 & < 25 at 99.6 Very Strong

99.5 >0 at 99.5 &<10 at 99.6 Strong

99 >0at99 & <0 at 99.5 Adequate

95 >0at95&=<0at 99 Weak

95 <0 at 95 Very Weak

AM Best calculates required capital at the 99.8th percentile to facilitate discussion of tail risk during the
evaluation of enterprise risk management within the rating process.

What is the advantage of the different VaR confidence levels in the BCAR model?

The ability to formulate BCAR scores at different confidence levels allows the user to gain insight into a
company’s ability to withstand low-probability events. For example, if a company’s management wants to hold
enough capital to be confident that it can cover 95% of all potential outcomes, it needs to find the value on
the probability distribution such that 95% of all potential outcomes are less than or equal to that value. In the
following example, the size of loss where this occurs is at 23% of net premiums written (NPW).

As shown in the chart below, if the NPW amount is $100,000, then the VaR 95 value in dollars is $23,000
(23% of $100,000).

Statement VaR Capital Loss Amount at VaR Exceedance
Amount Confidence Factor Confidence Level Probability*
Level (%) (Statement Amount * (100% - VaR Confidence

Capital Factor) Level)

100,000 95 0.23 23,000 5.0

99 0.30 30,000 1.0

99.5 0.34 34,000 0.5

99.6 0.35 35,000 0.4

*Probability that an actual observed loss will exceed the loss amount of the confidence level.

This means that 95% of all potential outcomes will be less than $23,000 and that there is only a 5% chance that an
underwriting loss of more than $23,000 could occur, and therefore a 5% chance of insolvency (provided that the
initial amount of available capital carried was at least $23,000). If management wanted to be more conservative
than a 5% chance of insolvency, then a confidence level of 99% could be chosen to set a target capital level.
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AM
Our Insight, Your Advantage® GSINECE§:9|' 4



What risk components are included in the analysis of net required capital in the BCAR Model product?

The US property/casualty BCAR model computes the amount of capital required to support three broad risk
categories: investment risk, credit risk and underwriting risk. These three risk categories are further subdivided
into eight separately analyzed risk components:

B1 Fixed Income Securities * B5 Net Loss and LAE Reserves
B2 Equity Securities ¢ B6 Net Premiums Written
B3 Interest Rate * B7 Business

+ B4 Credit » B8 Potential Catastrophe Losses

Add optional risks factors for B5 Mortgage and B8 Terrorism/Surety.

What are the components of available capital?

The starting point for available capital is the financial statement of the entity or entities being evaluated. An
insurer’s available capital is determined by making a series of adjustments to the capital (surplus) reported in its
financial statements. Available capital may be further adjusted for other items, as shown below.

* Reported Capital (Surplus) * Debt Adjustments
Equity Adjustments ¢ Surplus Notes
Unearned Premiums ¢ Debt Service Requirements
Assets ¢« Other Adjustments
Loss Reserves ¢ Future Operating Losses
* Reinsurance ¢ Intangibles
*  Goodwill

What data years are available?
Currently, 2025 and 2024 year end data are available.

Can | analyze GAAP data with the BCAR Model - P/C, US?
No. GAAP data can be analyzed using the Best’s Capital Adequacy Ratio Model - Global product. Contact your
Account Manager for details.

What is included with a subscription to BCAR Model - P/C, US?
 An online application that gives you access to a capital model consistent with the methodology used by
AM Best analysts for US P/C statutory data

« Option to create base records for any company and include B5 Mortgage and/or Terrorism/Surety in B8 to
any base record.

* The ability to make adjustments and projections for the available capital components and risk factors at
each confidence level

* Option to implement stress tests to standard BCAR assessments

e Access to the BCAR Models with the latest criteria and pre-loaded statutory data relevant for modeling and
analysis.
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NEW for 2026: Enhanced Online Platform and Expanded Functionality

In 2026, Best’s Capital Adequacy Ratio Model released an online platform, designed with expanded functionality
and the addition of Life, US data (separate subscription required). This next-generation platform delivers

users an enhanced suite of tools and capabilities without the need to install software. With this new platform,
subscribers are now able to:

Easily navigate an all-new online platform featuring a user-friendly interface and concise, modernized layout
showcasing an overview of company information.

Rating Services Information Services Events About Us

BCAR Models Home Company Information BCAR Records Anal

Best's Capital Adequacy Ratio Model

‘Welcome to Best's Capital Adequacy Ratio (BCAR) Model. This tool allows you to evaluate an insurer's capitalization and risk profile with a mode! that is consistent with the methodology used by AM Best, to. Enter AMB# or Company Name
capiure ihe combined impact of financial risks associated with adverse marke! conditiens
Search or select a company from your saved custom lists.

Company List Industry Type

Company List v PropertyiCasualty, US D

Best's Credit Rating

Financial Long Term Published BCAR VaR Saved BCAR
. Option Company Name 1 Strength Issuer 99.6% Country of Domicile Business Type Modified By Last Modified Records

A a

] 000000 ‘Sampe Insurance Company 1 Excellent Excefient United States Property/Casually ERIC.DUNN 218/2026 2:46 PM EST 147
NR nr

o 000000 ‘Sample Insurance Company 2 Mot Rated Mot Rated United States Property/Casualty ERIC.DUNN 2/5/2026 212 PM EST 38
Au au

] 000000 Sample Insurance Company 3 Exeient Efietient United States Property/Casually VANI.DEEPAK 21172026 1029 AM EST 26
A a

] 000000 Sample Insurance Company 4 Excellent Excellent United States Property/Casually INDIRA.PRAYAGA 2113/2026 1111 AM EST 69
A a

] 000000 Samgle Insurance Company 5 Excellent Excellent United States Property/Casually ERIC.DUNN 211312026 3:45 PM EST 3
A a

& 000000 ‘Sample Insurance Company 6 Excellent Excellent United States Property/Casualty ERIC.DUNN 21372026 3:46 PM EST 28

M <« 1 2 3 4 5 6 L 10 v items per page

Saved Records

o 6 A= e
@ o s . 17
Wi e ECAR M| proviien the same bass alring G and sbomes e ube 3 e e same variabis, o remaing DCAR acores may e torig oo Raing Usit iesiied 1 v g ity
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* Clearly see the impact of your adjustments compared to the base scores at each VaR level and stress
adjustments when applicable.

BCAR Record ID: 245302

Sample Insurance Company
AMB #: 000000 NAIC #: 00000 FEIN#

Domiciliary Address Industry Composite: Private Passenger Standard Auto & BCAR Record
123 Nai Street Homeawners Model Version: 2025 1.0 Selected BCAR Year: 2024 Data As Of: 31 Dec 2024 Model Type: Pi rty/C: ity, US
Anytown, NJ 00000-0000 Financial Strength Rating: A (Excellent) g o = ittt T Py s
United States FSR Qutlook/imp: Stable BCAR Scores % Baseline Adjusted Stress Adjusted
www.sampleinsuranceco.com Long-Term Issuer Credit Rating: a (Excellent) a
Phone: 123-456-7890 LT-ICR Outiook/imp: Stable i i © =s @ n2
VaR 99.0 38.0 [-] 38.0 -] 350
Reported Currency: USD VaR 995 30.0 -] 30.0 L] 28
Data Rounding: Thousands VaR 99.6 279 @ 279 & 78
Country: United States
Country Risk Tier: 1 VaR 9.8 208 [-] 208 (-] 208 —
Score Chart
80
T2
70
&0 9.y el .
50
10 180 1m0 M Base BCAR Scores
40 . Adjusted BCAR Scores
a0 W W0 : 279 278 278 W Stressea BCAR Scores
228 208 208 208
20
) .
0 | | | ] |
VaR 85.0 VaRr 8.0 Var 99.9 Var 996 VaR 99.0
+ Expanded functionality to select and apply multiple adjustments at one time.
Current Adjustments
‘ Enter Search Keyword.. |
Year Page t Row Column Comments
2024 B2 - Equity Securities-Equity Securities Real Estate: Company Oceupied Risk Factor VaR 99.0 0.1750 50000 5 # Edit I Delete -
2024 B2 - Equity Securities:Equity Securifies Other Investments Risk Factor VaR 99.0 0.4180 5.0000 & # Edt [ Detete
2024 B2 - Equity Securities:Equity Securifies Preferred Stocks: Affilated (Public) Risk Factor VaR 99.0 0.3800 5.0000 5 # Edt [ Delete
2024 B2 - Equity Securities"Equity Securities Real Estate: Encumbrances {Investments) Risk Factor VaR 99.0 0.1750 50000 & & Edit [ Delete
2024 B2 - Equity Securities:Equity Securities Addiional Manual Adjustment Risk Factor VaR 99.0 1.0000 5.0000 5 # Edt [ Delete
2024 B2 - Equity Securities:Equity Securifies Derivative Asset Risk Factor VaR 99.0 1.0000 5.0000 5 # Edt [ Delete
2024 B2 - Equity Securifies:Equity Securities Securilies Lending Reinvested Collateral Risk Factor VaR 99.0 0.1000 5.0000 5 # Edi (i Delete
== P et o P SRR S == - PIPTn
Preferred Stocks: Non-Affiliated (Public) : Risk Factor VaR 99.0 x
B2 - Equity Securities
Original Value(Read Only) Updated Value
0 05
Rows To Apply Adjustmenis
Preferred Stocks: Non-Affiliated (Public) €3 Preferred Stocks: Non-Afiiated (Private) €3 -
Preferred Stocks: Affiiated (Public) €)  Preferred Stocks: Affiliated (Private) € -

Comman Stocks: Non_Affliated (Public) & Common Stocks: Non_Afiliated (Private) @

Select All
Preferred Stocks: Non-Affiliated (Public)
Preferred Stocks: Non-Affiliated (Private)

Preferred Stocks: Afliated (Public)

Preferred Stocks: Affiliated (Private)

Common Stocks: Non-Affiliated (Public)

Common Stocks: Non-Affiliated (Private)

AM
Our Insight, Your Advantage® GSINECE§:9|' 4



NEW for 2026: Additional Options for Analysis
* New options for analyzing stress scenarios in a record for Terrorism, Natural Catastrophe or Surety..

Create Stressed Record AMB#: 004811 - Record Id: 233118 ¥

Select record type:

Natural Catastrophe wr

Natural Catastrophe

Terrorism
Surety

Create Cancel

* Implement a stress test for Natural Catastrophe to show the impact on a company’s BCAR after a Natural
Catastrophe stress scenario occurs.

Summary

Available Capital OCARMocels ome oy ket BCAR Records  Anahca Nokoheets  Proecien  Resouces

BCAR Record ID: 241488

E1 - Bond Details

e Soones v o ohamo FEmes:

B1 - Fixed Income Securities T Pyreap—— Y e O P— PSP e
B2 - Common Stock Details Natural Catastrophe
B2 - Equity Securities T——— v [ oo |
Investment Summary (B1 + B2)
B3 - Interest Rate

B4 - Reinsurer Details

B4 - Recoverables PR

B4 - Credit

Detaits for Selected Catastrophe [ e S

BS5 - Loss and LAE Reserves [ p o P o e o, P -n S,
B6 - Net Premiums Written

BT - Business

Natural Catastrophe I
BS - Potential Catastrophe

Growth Factor

Surplus Notes

Natural Catastrophe Summary B e P

Risk Adiustment Summary B
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¢ Implement a stress test for Surety to show the impact on a company’s BCAR after a stress scenario occurs.

Sumeary
Available Capilal
B1 - Bond Details

BCARMosls Mome  Cmpany Inkemabon  BCARRecords ARSI Tlsheels  Proecies  Resoucss

BCAR Record ID: 241699
B1 - Fixed Incoms Securities. st

B2 - Commeon Stock Details :::;:.Noooo NAIC":‘D:I;’W FENE

62 Equiy Secumes - e 0 o [y e — T )
Investmant Summary (1 + A7)
83 imorect Rata

B4 - Reinsurer Details

B4 - Recoverables

B4 - Credit

B5 - Loss and LAE Ruserves
BE - Net Premiums Wiitlen

o7 - Business
Natural Catastropne
B4 - Poltential Catastiophe
(Growm Factor

‘Surpius Notes
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* Implement a stress test for Terrorism to analyze the sensitivity of the rating unit’s capitalization to the
occurrence of a terrorism event.

Summary QEBESTY  Ruiog Sorvees. Inkormaton Servies Evo
Available Capital L e o O e P e o T

BCAR Record I; 241403
BE1 - Bond Details e
B1 - Fixed Income Securities - pprp— [ Py A P PP PR £ ey
B2 - Common Stock Details R G
B2 - Equity Securities i [onpa— =3
Investment Summary (B1 + B2) e et
B3 - Interest Rate ':" :‘,. T“ -
B4 - Reinsurer Details i A
B4 - Recoverables ‘:::—: : ::
B4 - Credit
B5 - Loss and LAE Reserves no3e B ;Do Lowt ) [
B6 - Net Premiums Written - e e F: - s =y -
BT - Business A
Natural Catastrophe face)

l B8 - Potential Catastrophe e '

Growth Factor ) o s AT e B e ke e B b 5% o Lo

Siress Test - Tier Information B b S g e

Siress Tost - Concaniration Tosts [ P — [ semc |
[ e [
Deterministic Loss - $8Q Detsilll e |
e - e o
Detacministic Loss - Max-Loss Caic Bl o e s En
e [re— et - W e e e [ e —— = T
Determiniatic Los - summary Bl [eeree— =3
PR
Max Forsseeable Loss - 3RQ Detailf P—— en
- e " PR — f—
Max Foresseable Loss - Max-Lows Caic i En
e — P o ——— rey c e
- [ r— - — —— st - )
- . 0 o - ' . " tnen
- . - s -
Max Forossoabis Loss - Summary Bl i =3
[—
e .
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+ Additional factors for B5 Mortgage can be added to the base score for insurers with material exposure to
mortgage loans for a closer review of any lower or higher risk factors that could impact the base score.

« Additional factors for terrorism in B8 charges to required capital can be included in the base score if the
terrorism charge is greater than the natural catastrophe probable maximum loss.

« Additional factors for surety in B8 charges to required capital can be included in the base score to
determine worst-case scenarios for surety and bail catastrophe.

AM
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My Account | Log Out

BCAR Models Home Company Information BCAR Records

Company Information

Sample Insurance Company
AMB #: 000000 MNAIC #: 00000 FEIN #:

Domiciliary Address Business: Property/Casualty
123 Main Street Domicile: United States
Anylown, NJ 00000-0000

United States

www.sampleinsuranceco.com

Phone: 123-456-7890

Business Status: In Business - Actively
Underwriting

Entity: Operating Company - Captive
Consolidation: Affiliated Single Company
Industry Composite: Commercial Automobile

Run New BCAR
Year: Data Product:
2024 Ad Property/Casualty, US Ad

OFF  Include Terrorism in B8
COFF Mortgage BCAR in BS

©FF Include Surely in B8

Use another company’s SRQ ®
Data

&M Bast Company Number

Run New BCAR

Your purchase includes the Group License Management Tool, allowing you to manage users and licensed seats under a shared

registration number for multi-user or unlimited purchases.

To request a demonstration of the BCAR Model - P/C, US, or for questions or pricing information,
please contact your AM Best Account Manager or Business Development at
(908) 439-2200, option 5, or sales@ambest.com.

The results or output created by use of the Best’s Capital Adequacy Ratio Model - P/C, US (“Output”) are for informational and internal purposes only, and such Output may not match
or be consistent with the official BCAR scores that AM Best publishes for the same rating unit. The Output is not guaranteed or warranted in any respect by AM Best. Best’s Capital
Adequacy Ratio Model - P/C, US is a non-rating service product, and its purchase is not required as part of the rating process.
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