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Updated Net Capital Charge Tables for
ACIS/CIRT Reinsurance Transactions

Freddie Mac and Fannie Mae (the government-sponsored enterprises, or GSEs) transfer
mortgage risk to the reinsurance market through two credit risk transfer (CRT) programs:
Agency Credit Insurance Structure (ACIS), sponsored by Freddie Mac, and Credit Insurance
Risk Transfer (CIRT), sponsored by Fannie Mae. This report updates the tables of net capital
charges associated with select transactions in these programs. AM Best publishes these tables
semiannually, using the most current performance data available from the GSEs’ websites.

The net capital charge of CRT transactions, which is included in B5_ in Best’s Capital
Adequacy Ratio (BCAR), are based on unexpected losses and premiums associated with the
transactions and are represented as a fraction of the original exposures. The procedures for
the calculation for each transaction are based on AM Best’s factor-based approach and are
described in AM Best’s Evaluating Morigage Insurance.

Impact of COVID-19

A handful of transactions remain under trigger events due to failed delinquency tests despite
the low level of the national delinquency rate, resulting in no principal being allocated to
junior tranches. This will not affect AM Best’s net capital charge calculation, as the calculation
assumes stress scenarios with trigger events in place for each transaction. The ultimate effect
of the pandemic on the ACIS/CIRT transactions should be minimal.

Net Capital Charges (B5 ) of a Representative Sample of CRT Transactions

AM Best has selected approximately half the 151 transactions effective through December
2022 to highlight some of the key components of the factor-based method used to calculate
the net capital charges associated with individual layers of the CRT transactions. As of this
writing, 26 CIRT transactions have been cancelled and 13 ACIS transactions have had call
options exercised. Any cancelled transactions have been removed from the representative
sample. Exhibits 1 and 2 show the characteristics of each ACIS and CIRT transaction in the
representative sample.

The representative sample was selected based on the following factors:

GSE Diversity: Freddie Mac, Fannie Mae

Mortgage Products: >20-year maturities; <20 maturities; FRM; ARM

Retention Level

Loan to Value Characteristics: Low (60-80 LTV), high (80-97 LTV), mix (60-97 LTV)
Origination Type: Front-end, back-end

Exhibits 3 and 4 show the calculations of the net capital charges for the representative sample
of ACIS and CIRT transactions by layer, using performance data provided by the GSEs in
December 2022. Below, we define the elements in the two exhibits, most of which are fully
described in Evaluating Morigage Insurance:
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Transaction: The name given to each
transaction by Fannie Mae or Freddie Mac
Layer: The layer associated with each

Exhibit 1

Characteristics of Representative Sample of Freddie
Mac Transactions

transaction (for CIRT, there is only one . . Origination
layer) Transaction Products  Retention (%) LTV Type
CZe dit Enhancement: The percentage of ACIS 2013-1 >20-year FRM 0.30 Low Back-end
- ent- 1he p & ACIS 2014-1 >20-year FRM  0.30 Low  Back-end
the original unpaid principal balance ACIS 2014-2 >20-year FRM 0.30 Low  Back-end
(UPB) at which point losses will attach to ACIS 2015-1 >20-year FRM 0.60 High Back-end
the specified layer ACIS 2015-2 >20-year FRM 0.40 Low Back-end
Initial Limit: The initial size of the layer as  ACIS 2015-8 >20-year FRM 0.00 Low Back-end
a percentage of the original UPB ACIS 2015-9 >20-year FRM 0.00 High Back-end
Premium Rate: The rate applied to 22:2 ;8122 >§8-year Eim 888 II:IOV:1 Sac::-eng
.. .. - >20-year . ig ack-en

the remaining limit (for ACIS) or the

cmaining limit ( ) ACIS 2016-8 >20-year FRM  0.00 Low  Back-end
remaining UPB (for CIRT) paid to the ACIS 2016-9 >20-year FRM  0.00 High  Back-end
reisurer ACIS 2017-1 >20-year FRM 0.50 Low Back-end
Total Realized Loss: The cumulative losses  ACIS 2017-2 >20-year FRM 0.50 High Back-end
from transaction inception to the time of ACIS 2018-DNA1  >20-year FRM 0.50 Low Back-end
the analysis as a percentage of the original ~ ACIS 2018-HQA1  >20-year FRM 0.50 High  Back-end
UPB (in bps). The total realized loss at the ~ ACIS 2018-HQAZ  >20-year FRM 0.10 High  Back-end

L. .. ACIS 2018-DNA3  >20-year FRM 0.10 Low Back-end

beginning of the transaction is zero; as
. . ACIS 2019-DNA1  >20-year FRM 0.10 Low Back-end
the transaction ages, the total realized loss ACIS 2019-HQA1  >20-year FRM 010 High Back-end
will grow. ACIS 2019-DNA2  >20-year FRM 0.10 Low Back-end
Years Since Inception: The number of ACIS 2019-DNA3  >20-year FRM 0.10 Low  Back-end
years between the effective date of the ACIS 2019-HQA3  >20-year FRM 0.10 High Back-end
transaction and the reporting date for the ~ ACIS 2019-HQA4  >20-year FRM 0.10 High ~ Back-end
data ACIS 2020-DNA1  >20-year FRM 0.10 Low Back-end
Remaining UPB: The percentage of the ACIS 2020-HQA1 >20-year FRM 0.10 High Back-end
. L . ACIS 2020-DNA3  >20-year FRM 0.25 Low Back-end
original UPB remaining in the reference ACIS 2020-DNA4  >20-year FRM 0.25 Low  Back-end
pool ACIS 2020-HQA4  >20-year FRM 0.25 High Back-end
Current Limit: The size of the layer (as ACIS 2021-DNA1  >20-year FRM 0.25 Low Back-end
a percentage of the original UPB) at the ACIS 2021-HQA1  >20-year FRM 0.25 High Back-end
time Of the current analysjs ACIS 2021-HQA2 >20—year FRM 0.25 ngh Back-end
Seasoning Factor: The factor representing ACIS 2021-SAP8  >20-year FRM 0.25 Low Back-end
. . ACIS 2022-SPL1  >20-year FRM 0.25 Low Back-end
the change in aggregate risk of default as .

Is of - based ACIS 2022-SPH1  >20-year FRM 0.25 High Back-end
pools of mortgages age; based on years ACIS 2022-SPL2  >20-year FRM  0.25 Low  Back-end
since inception ACIS 2022-SPL3* >20-year FRM 0.25 Low Back-end
Ultimate Loss: The last element of ACIS 2022-SPH2* >20-year FRM 0.25 High  Back-end
the cumulative loss vector for each ACIS 2022-SPL5* >20-year FRM 0.25 Low Back-end

transaction (at the time of the evaluation)
at the VaR 99.6 level
Gross Capital Charge (calculated as

* Indicates a new transaction added to this report.

Source: Freddie Mac

a percentage of the original exposure): The loss that accrues to the layer before considering

premiums at the VaR 99.6 level

Premium Credit: (calculated as a percentage of the original exposure): The premium that accrues

to the layer at the VaR 99.6 level

Net Capital Charge: The gross capital charge minus the premium credit (for each of the VaR levels);
this is BS_ in the net required capital (NRC) formula

Aggregation of Net Capital Charges at the Transaction Level

For ACIS transactions, the net capital charge associated with each risk layer depends on its
position in the transaction’s risk tower. According to the transaction structure, the rate at which
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the limits of the top layers of ACIS
transactions shrink is relatively high,
given that scheduled amortization and

prepayments in the loan portfolio are ) . Origination
. Transaction Products  Retention (%) LTV Type
allocated sequentially from the top to the
bottom layers to reduce those limits. In a CIRT 2014-1 >20-year FRM 0-50 Mix Back-end
Y . ) CIRT 2018-1 >20-year FRM 0.50 Low Back-end
number of cases, the net capital charges CIRT 2018-2 >20-year FRM 0.50 High Back-end
for specific layers of ACIS transactions CIRT 2018-3 >20-year FRM 0.50 High  Back-end
are less than zero because (1) losses do CIRT 2018-4 >20-year FRM 0.60 Low Back-end
not penetrate those layers (based on AM CIRT 2018-5 >20-year FRM 0.60 Low Back-end
Best’s Value-at-Risk analysis) or (2) those CIRT 2018-6 >20-year FRM 0.60 High  Back-end
layers may have been very small to begin CIRT 2018-7 >20-year FRM 0.60 High Back-end
with and mav have been paid down CIRT 2018 FE-1 >20-year FRM 0.50 Low Front-end
Y . p . CIRT 2018 FE-2 >20-year FRM 0.50 High Front-end
completely (according to our assumptions a7 20919-1 >20-year FRM 0.60 Low Back-end
on the amortization of the underlying CIRT 2019-2 >20-year FRM 0.60 High ~ Back-end
loans) before the losses could pierce such CIRT 2019-3 <20-year FRM 0.40 Low Back-end
layers.' CIRT 2019 FE-1 >20-year FRM 0.50 Low Front-end
CIRT 2019 FE-2 >20-year FRM 0.50 High Front-end
Once the net capital charges for each CIRT 2020-1 >20-year FRM 0.35 Low Back-end
CIRT 2020 FE-1 >20-year FRM 0.35 Low Front-end
layer are calculated, they are aggregated i
h ion level (fl. d at 5.00% CIRT 2021-1 >20-year FRM 0.60 High Back-end
at the transaction level (floored at 5.00% CIRT 2021-2 >20-year FRM 065 High  Back-end
of current CXpOSllI'CS) and ultlmately at CIRT 2022-1 >20-year FRM 0.25 Low Back-end
the portfolio level for each reinsurer, CIRT 2022-2* >20-year FRM 0.25 High Back-end
before they are captured in the BCAR. CIRT 2022-3 >20-year FRM 0.65 High Back-end
Exhibit 5 shows how the net Capital CIRT 2022-4* >20-year FRM 0.45 Low Back-end
charges in a hypothetical transaction are CIRT 2022-5* >20-year FRM 0.65 High __Back-end
CIRT 2022-6 >20-year FRM 0.55 Low Back-end
aggregated from the layer level to the
ion level while i . h CIRT 2022-7* >20-year FRM 0.55 Low Back-end
transaction level while Incorporating the o3y 502 g >20-year FRM 065 High  Back-end
net capital charge floor of 5.00% of total CIRT 2022-9* >20-year FRM 0.55 Low Back-end
current exposures. (The exhibit shows CIRT 2022-10* >20-year FRM 0.75 High  Back-end

the exposure information and net capital
charges for layers M1, M2, M3, and B of
the hypothetical transaction.)

Exhibit 2

Characteristics of Representative Sample of Fannie
Mae Transactions

* Indicates a new transaction added to this report.

Source: Fannie Mae

The last row in Exhibit 5 consolidates the layer-by-layer exposures and the net capital charges. In
this example, the exposure associated with the M2 layer is relatively large. Thus, the transaction-
level net capital charge (before applying the 5.00% floor) is approximately $1.75 million, or 2.79%
of the current exposure (2.79% = $1.75 million/$62.83 million). When the 5.00% floor is applied,
the resulting net capital charge is $3.14 million ($3.14 million = 5.00% * $62.83 million). Although
the transaction as a whole benefits from the negative net capital charge contributed by the M2
layer, the aggregate net capital charge is still floored by 5.00% of the prevailing exposure at the
time of the analysis.

'Net capital charges in CIRT transactions may be less than zero, for similar reasons.
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Exhibit 3
Net Capital Charges (B5,,) for Representative Sample of ACIS Transactions
(%)
A B Cc D E F G H | J K L M N
Total
Real- Years Gross Pre-| Net Net Net Net
Credit Pre- ized Since Season- Ultimate  Capital mium| Capital Capital Capital Capital
Enhance- Initial mium Loss Incep- Remain- Current ing Loss Charge Creditf| Charge Charge Charge Charge
Transaction Layer ment Limit Rate (bps) tion ing UPB Limit Factor (99.6%) (99.6%) (99.6%) (95%) (99%) (99.5%) (99.6%)
ACIS 2013-1 M1 1.65 135 235 1551 8.9 17 0.00 63 0.33 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2013-1 M2 0.30 135 535 1551 8.9 17 0.39 63 0.33 229 4.15 -4.20 -4.21 -2.35 -1.85
ACIS 2014-1 M1 1.95 1.05 136 2231 8.5 22 0.00 66 0.47 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2014-1 M2 0.30 165 412 2231 8.5 22 0.58 66 0.47 9.56 3.86 -3.15 2.70 5.10 5.70
ACIS 2014-2 M1 3.50 1.00 075 23.83 8.3 21 0.00 68 0.50 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2014-2 M2 2.00 150 135 23.83 8.3 21 0.00 68 0.50 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2014-2 M3 0.30 170 261 2383 8.3 21 0.98 68 0.50 11.12 4.41 -2.44 3.63 6.10 6.71
ACIS 2015-1 M1 4.10 200 125 6.39 7.8 18 0.00 72 0.40 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2015-1 M2 225 185 225 6.39 7.8 18 0.00 72 0.40 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2015-1 M3 0.60 1.65 4.00 6.39 7.8 18 0.64 72 0.40 0.00 5.43 -5.39 -5.41 -5.42 -5.43
ACIS 2015-2 M1 3.60 1.00 125 9.04 7.8 11 0.00 72 0.29 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2015-2 M2 240 120 225 9.04 7.8 11 0.00 72 0.29 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2015-2 M3 0.40 200 4.00 9.04 7.8 11 0.27 72 0.29 0.00 1.85 -1.84 -1.85 -1.85 -1.85
ACIS 2015-8 M1 4.85 1.00 1.10 1.61 6.9 16 0.00 79 0.35 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2015-8 M2 2.65 220 250 1.61 6.9 16 0.00 79 0.35 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2015-8 M3 1.00 1.65 4.00 1.61 6.9 16 0.64 79 0.35 0.00 5.92 -5.88 -5.91 -5.92 -5.92
ACIS 2015-8 B 0.00 1.00 8.35 1.61 6.9 16 0.98 79 0.35 30.88 30.87| -22.76 -7.58 -1.51 0.01
ACIS 2015-9 M1 5.40 1.00 1.10 0.64 6.8 14 0.00 79 0.36 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2015-9 M2 2.95 245 250 0.64 6.8 14 0.00 79 0.36 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2015-9 M3 1.00 1.95 450 0.64 6.8 14 0.67 79 0.36 0.00 6.09 -6.04 -6.07 -6.09 -6.09
ACIS 2015-9 B 0.00 1.00 8.95 0.64 6.8 14 0.99 79 0.36 32.82 3343| -25.22 -8.81 -2.25 -0.60
ACIS 2016-4 M1 4.15 085 1.20 1.27 6.3 19 0.00 83 0.45 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2016-4 M2 3.25 090 230 1.27 6.3 19 0.00 83 0.45 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2016-4 M3 1.00 225 4.00 1.27 6.3 19 0.82 83 0.45 0.00 6.24 -6.18 -6.22 -6.23 -6.24
ACIS 2016-4 B 0.00 1.00 8.95 1.27 6.3 19 0.99 83 0.45 40.21 33.77| -24.30 -3.80 4.40 6.45
ACIS 2016-5 M1 4.50 1.00 1.10 0.56 6.3 16 0.00 84 0.45 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2016-5 M2 3.00 150 2.30 0.56 6.3 16 0.00 84 0.45 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2016-5 M3 1.00 200 450 0.56 6.3 16 0.84 84 0.45 0.00 8.16 -8.08 -8.13 -8.16 -8.16
ACIS 2016-5 B 0.00 1.00 9.50 0.56 6.3 16 0.99 84 0.45 40.51 36.28| -27.20 -6.25 213 4.23
ACIS 2016-8 M1 4.00 1.00 0.90 1.13 6.0 20 0.00 86 0.53 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2016-8 M2 3.00 1.00 1.85 1.13 6.0 20 0.00 86 0.53 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2016-8 M3 1.00 200 375 1.13 6.0 20 1.04 86 0.53 0.00 8.93 -8.85 -8.91 -8.93 -8.93
ACIS 2016-8 B 0.00 1.00 875 1.13 6.0 20 0.99 86 0.53 47.01 32.73| -21.87 223 11.88 14.29
ACIS 2016-9 M1 4.28 123  0.90 0.80 6.0 18 0.00 86 0.56 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2016-9 M2 3.05 123 2.00 0.80 6.0 18 0.00 86 0.56 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2016-9 M3 1.00 205 4.05 0.80 6.0 18 1.21 86 0.56 0.00 11.15] -11.06 -11.12 -11.14 -11.15
ACIS 2016-9 B 0.00 1.00 9.15 0.80 6.0 18 0.99 86 0.56 49.77 33.90| -22.89 2.95 13.29 15.87
ACIS 2017-1 M1 2.55 120 1.20 0.57 5.7 23 0.00 89 0.61 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2017-1 M2 1.00 1.56 3.25 0.57 5.7 23 0.89 89 0.61 0.00 8.90 -8.78 -8.86 -8.89 -8.90
ACIS 2017-1 B1 0.50 050 525 0.57 5.7 23 0.50 89 0.61 17.32 28.49| -29.37  -29.37 -15.52 -11.17
ACIS 2017-2 M1 3.25 1.00 1.20 0.74 5.6 21 0.00 89 0.69 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2017-2 M2 1.00 225 350 0.74 5.6 21 1.23 89 0.69 0.00 9.36 -9.25 -9.32 -9.35 -9.36
ACIS 2017-2 B1 0.50 0.50 5.00 0.74 5.6 21 0.50 89 0.69 31.12 26.08| -28.13 -19.37 -0.01 5.04
ACIS 2018-DNA1 M1 3.10 0.90 0.85 0.59 47 21 0.00 97 0.71 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2018-DNA1 M2 1.00 210 270 0.59 4.7 21 1.13 97 0.71 0.00 9.24 -9.24 -9.24 -9.24 -9.24
ACIS 2018-DNA1 B1 0.50 0.50 4.50 0.59 47 21 0.50 97 0.71 33.08 26.09| -2854 -17.94 1.86 6.99
ACIS 2018-HQA1 M1 3.20 080 0.85 0.68 4.6 19 0.00 98 0.76 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2018-HQA1 M2 1.00 220 290 0.68 46 19 1.45 98 0.76 0.00 10.72| -1059 -10.68 -10.71 -10.72
ACIS 2018-HQA1 B1 0.50 050 475 0.68 46 19 0.50 98 0.76 42.46 26.84| -3068 -12.16 9.92 15.62
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Exhibit 3 (Cont'd.)
Net Capital Charges (B5,,) for Representative Sample of ACIS Transactions

(%)
A B Cc D E F G H 1 J K L M N
Total

Real- Years Gross Pre-| Net Net Net Net
Credit Pre- ized Since Season- Ultimate  Capital mium| Capital Capital Capital Capital
Enhance- Initial mium Loss Incep- Remain-  Current ing Loss Charge Creditf Charge Charge Charge Charge
Transaction Layer ment Limit Rate (bps) tion ing UPB Limit  Factor  (99.6%) (99.6%) (99.6%) (95%) (99%)  (99.5%)  (99.6%)
ACIS 2018-HQA2 M1 3.00 1.00 1.05 0.37 4.0 23 0.00 102 0.98 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2018-HQA2 M2 1.15 185 2.90 0.37 4.0 23 1.60 102 0.98 0.00 17.31 -17.31 -17.31 -17.31 -17.31
ACIS 2018-HQA2 B1 0.65 0.50 4.85 0.37 4.0 23 0.50 102 0.98 52.66 28.26| -33.39 -11.32 17.06 24.40
ACIS 2018-HQA2 B2 0.10 0.55 13.00 0.37 4.0 23 0.55 102 0.98 91.50 28.11 -22.43 52.90 61.64 63.40
ACIS 2018-DNA3 M1 3.00 1.00 1.05 0.54 41 25 0.00 101 0.90 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2018-DNA3 M2 1.10 1.90 270 0.54 41 25 1.41 101 0.90 0.00 13.62| -1362 -13.62 -13.62 -13.62
ACIS 2018-DNA3 B1 0.60 050 4.50 0.54 41 25 0.50 101 0.90 48.34 26.37| -30.68 -10.57 15.30 21.97
ACIS 2018-DNA3 B2 0.10 0.50 9.90 0.54 41 25 0.50 101 0.90 91.52 21.37 -6.75 61.49 68.68 70.15
ACIS 2019-DNA1 M1 3.00 125 1.05 0.54 37 19 0.00 104 0.73 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2019-DNA1 M2 1.10 1.90 2.60 0.54 3.7 19 1.16 104 0.73 0.00 11.26] -11.26 -11.26 -11.26 -11.26
ACIS 2019-DNA1 B1 0.60 050 455 0.54 37 19 0.50 104 0.73 19.97 31.04| -32.21 -32.21 -15.96 -11.07
ACIS 2019-DNA1 B2 0.10 0.50 10.70 0.54 3.7 19 0.50 104 0.73 88.77 30.58| -30.94 43.21 56.06 58.20
ACIS 2019-HQA1 M1 3.60 090 1.05 0.37 3.6 17 0.00 104 0.78 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2019-HQA1 M2 1.50 210 250 0.37 3.6 17 1.30 104 0.78 0.00 11.00 -11.00 -11.00 -11.00 -11.00
ACIS 2019-HQA1 B1 0.60 090 450 0.37 3.6 17 0.90 104 0.78 14.99 31.01 -32.09  -30.33 -19.07 -16.03
ACIS 2019-HQA1 B2 0.10 0.50 13.00 0.37 3.6 17 0.50 104 0.78 89.35 35.23| -40.79 40.41 52.03 54.12
ACIS 2019-DNA2 M1 3.50 075 095 0.25 3.6 16 0.00 105 0.66 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2019-DNA2 M2 1.10 240 245 0.25 3.6 16 0.93 105 0.66 0.00 6.84 -6.84 -6.84 -6.84 -6.84
ACIS 2019-DNA2 B1 0.60 050 4.50 0.25 3.6 16 0.50 105 0.66 8.68 32.04| -32.34 -32.34 -27.43 -23.36
ACIS 2019-DNA2 B2 0.10 0.50 10.75 0.25 3.6 16 0.50 105 0.66 87.01 35.55| -40.06 26.91 48.91 51.46
ACIS 2019-DNA3 M1 3.25 1.00 0.90 0.29 3.2 17 0.00 106 0.68 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2019-DNA3 M2 1.10 215 220 0.29 3.2 17 0.85 106 0.68 0.00 6.44 -6.44 -6.44 -6.44 -6.44
ACIS 2019-DNA3 B1 0.60 0.50 4.00 0.29 3.2 17 0.50 106 0.68 12.10 29.21 -29.68  -29.68 -21.38 -17.11
ACIS 2019-DNA3 B2 0.10 0.50 10.50 0.29 3.2 17 0.50 106 0.68 87.03 34.67| -38.51 30.70 49.90 52.37
ACIS 2019-HQA3 M1 3.50 1.00 0.95 0.03 3.1 18 0.00 107 0.84 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2019-HQA3 M2 1.50 2.00 2.20 0.03 3.1 18 1.30 107 0.84 0.00 10.80| -10.80 -10.80 -10.80 -10.80
ACIS 2019-HQA3 B1 0.60 090 4.00 0.03 3.1 18 0.90 107 0.84 20.76 28.51 -30.17  -23.78 -11.07 -7.75
ACIS 2019-HQA3 B2 0.10 0.50 12.25 0.03 3.1 18 0.50 107 0.84 89.48 32.81 -34.69 44.34 54.63 56.67
ACIS 2019-HQA4 M1 3.25 125 095 -0.03 29 18 0.00 108 0.88 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2019-HQA4 M2 1.15 210 220 -0.03 29 18 0.07 108 0.88 0.00 0.57 -0.57 -0.57 -0.57 -0.57
ACIS 2019-HQA4 B1 0.60 055 410 -0.03 29 18 0.55 108 0.88 38.73 2792 -31.36 -16.99 5.12 10.81
ACIS 2019-HQA4 B2 0.10 0.50 12.00 -0.03 29 18 0.50 108 0.88 89.69 31.48| -30.86 46.60 56.17 58.21
ACIS 2020-DNA1 M1 275 1.00 0.95 0.05 27 21 0.00 108 0.85 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2020-DNA1 M2 1.10 165 1.95 0.05 27 21 0.31 108 0.85 0.00 2.85 -2.85 -2.85 -2.85 -2.85
ACIS 2020-DNA1 B1 0.60 050 3.5 0.05 27 21 0.50 108 0.85 37.23 24.82| -2763 -16.09 6.47 12.42
ACIS 2020-DNA1 B2 0.10 0.50 10.50 0.05 27 21 0.50 108 0.85 88.88 29.73| -26.33 48.39 57.41 59.14
ACIS 2020-HQA1 M1 3.00 125 095 0.17 2.7 21 0.00 108 0.99 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2020-HQA1 M2 1.10 190 1.95 0.17 2.7 21 0.31 108 0.99 0.00 248 -2.48 -2.48 -2.48 -2.48
ACIS 2020-HQA1 B1 0.60 0.50 3.80 0.17 2.7 21 0.50 108 0.99 61.24 23.40| -29.63 1.86 30.46 37.84
ACIS 2020-HQA1 B2 0.10 0.50 11.75 0.17 2.7 21 0.50 108 0.99 90.55 28.26| -18.14 52.82 60.76 62.29
ACIS 2020-DNA3 M1 3.00 1.00 1.50 0.02 23 34 0.00 109 1.22 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2020-DNA3 M2 1.75 125 290 0.02 23 34 0.00 109 1.22 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2020-DNA3 B1 0.75 1.00 6.50 0.02 23 34 0.80 109 1.22 35.50 35.79| -41.91 -23.57 -5.12 -0.29
ACIS 2020-DNA3 B2 0.25 0.50 11.00 0.02 23 34 0.50 109 1.22 88.22 32.99| -39.48 43.98 53.43 55.23
ACIS 2020-DNA4 M1 3.00 1.00 145 0.05 21 37 0.00 109 1.34 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2020-DNA4 M2 1.75 125 290 0.05 2.1 37 0.00 109 1.34 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2020-DNA4 B1 0.75 1.00 6.70 0.05 21 37 0.97 109 1.34 44.97 4448 -5335 -26.15 -4.99 0.49
ACIS 2020-DNA4 B2 0.25 0.50 12.00 0.05 21 37 0.50 109 1.34 88.86 34.02| -35.60 44.19 53.17 54.84
ACIS 2020-HQA4 M1 3.00 1.00 140 0.05 2.0 41 0.00 109 1.81 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2020-HQA4 M2 1.75 125 3.00 0.05 2.0 41 0.01 109 1.81 0.56 0.19 -0.20 -0.20 -0.20 0.37

-5-
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Exhibit 3 (Cont'd.)
Net Capital Charges (B5,,) for Representative Sample of ACIS Transactions

(%)
A B c D E F G H 1 J K L M N
Total

Real- Years Gross Pre- Net Net Net Net
Credit Pre- ized Since Season- Ultimate  Capital mium| Capital Capital Capital Capital
Enhance- Initial mium Loss Incep- Remain- Current ing Loss Charge Creditf| Charge Charge Charge Charge
Transaction Layer ment Limit Rate (bps) tion ing UPB Limit Factor (99.6%) (99.6%) (99.6%) (95%) (99%)  (99.5%) (99.6%)
ACIS 2020-HQA4 B1 0.75 1.00 6.50 0.05 2.0 41 1.00 109 1.81 79.39 34.14| -53.58 11.36 41.91 45.25
ACIS 2020-HQA4 B2 0.25 0.50 12.00 0.05 20 41 0.50 109 1.81 91.22 26.80 12.11 57.36 63.19 64.43
ACIS 2021-DNA1 M1 2.00 050 1.25 0.00 1.7 67 0.00 108 2.07 0.00 0.00 0.00 0.00 0.00 0.00
ACIS 2021-DNA1 M2 1.25 075 175 0.00 1.7 67 0.63 108 2.07 63.99 8.67| -12.36 27.86 54.09 55.32
ACIS 2021-DNA1 B1 0.75 0.50 4.00 0.00 1.7 67 0.50 108 2.07 84.90 15.39| -22.84 62.39 68.37 69.51
ACIS 2021-DNA1 B2 0.25 0.50 9.00 0.00 1.7 67 0.50 108 2.07 91.29 19.95 38.07 66.28 70.33 71.34
ACIS 2021-HQA1 M1 2.50 0.75 1.20 0.01 1.6 72 0.04 108 3.04 4.18 0.44 -0.57 -0.57 3.59 3.75
ACIS 2021-HQA1 M2 1.25 125 2.00 0.01 1.6 72 1.25 108 3.04 80.88 9.74] -17.03 59.96 70.00 71.15
ACIS 2021-HQA1 B1 0.75 0.50 4.65 0.01 1.6 72 0.50 108 3.04 88.80 13.26 39.11 7047 74.94 75.54
ACIS 2021-HQA1 B2 025 050 8.90 0.01 1.6 72 0.50 108 3.04 92.96 15.93 56.04 74.34 76.49 77.03
ACIS 2021-HQA2 M1 2.00 0.50 1.00 0.00 1.3 83 0.21 107 3.48 32.10 2.57 -3.69 25.92 28.74 29.52
ACIS 2021-HQA2 M2 1.50 075 155 0.00 1.3 83 0.75 107 3.48 82.21 7.03 -5.58 69.56 74.38 75.18
ACIS 2021-HQA2 B1 0.75 0.50 3.25 0.00 1.3 83 0.50 107 3.48 88.82 9.25 57.53 76.00 79.07 79.58
ACIS 2021-HQA2 B2 0.25 050 7.50 0.00 1.3 83 0.50 107 3.48 92.63 14.06 62.33 76.36 78.12 78.56
ACIS 2021-SAP8 M 1.25 1.75 150 0.00 1.0 89 1.63 108 1.20 0.00 7.52 -7.52 -7.52 -7.52 -7.52
ACIS 2021-SAP8 B1 0.75 050 3.25 0.00 1.0 89 0.50 108 1.20 74.87 1437 -17.46 17.97 51.74 60.50
ACIS 2021-SAP8 B2 0.25 0.50 825 0.00 1.0 89 0.50 108 1.20 89.15 22.78 -0.78 61.91 65.91 66.37
ACIS 2022-SPL1 M1 2.85 1.65 0.95 0.00 0.7 93 1.58 104 3.25 16.26 8.10 -8.29 -8.29 267 8.16
ACIS 2022-SPL1 M2 1.35 150 1.55 0.00 0.7 93 1.50 104 3.25 77.29 8.97| -14.14 50.29 67.11 68.33
ACIS 2022-SPL1 B1 0.75 060 325 0.00 0.7 93 0.60 104 3.25 85.89 11.68 43.39 70.76 73.75 74.21
ACIS 2022-SPL1 B2 0.25 0.50 825 0.00 0.7 93 0.50 104 3.25 90.54 19.87 51.76 66.65 69.80 70.66
ACIS 2022-SPH1 M1 3.00 150 0.90 0.00 0.7 95 1.50 104 4.02 47.54 7.31 -8.21 1.36 32.14 40.23
ACIS 2022-SPH1 M2 1.40 1.60 1.60 0.00 0.7 95 1.60 104 4.02 80.03 8.14 -5.65 66.35 7112 71.89
ACIS 2022-SPH1 B1 0.75 065 3.35 0.00 0.7 95 0.65 104 4.02 87.61 10.57 56.65 73.45 76.18 77.05
ACIS 2022-SPH1 B2 0.25 0.50 7.80 0.00 0.7 95 0.50 104 4.02 91.51 16.84 59.62 71.54 74.35 74.67
ACIS 2022-SPL2 M1 2.85 1.65 0.95 0.00 0.7 93 1.58 104 3.24 16.03 8.09 -8.27 -8.27 245 7.94
ACIS 2022-SPL2 M2 1.35 150 1.55 0.00 0.7 93 1.50 104 3.24 77.26 8.98| -14.14 50.04 67.06 68.27
ACIS 2022-SPL2 B1 0.75 060 325 0.00 0.7 93 0.60 104 3.24 85.88 11.69 43.06 70.72 73.73 74.19
ACIS 2022-SPL2 B2 0.25 0.50 825 0.00 0.7 93 0.50 104 3.24 90.52 19.90 51.72 66.63 69.77 70.63
ACIS 2022-SPL3* M1 3.30 220 1.10 0.00 0.5 96 220 103 3.42 3.56 10.18] -10.21 -10.21 -10.21 -6.62
ACIS 2022-SPL3* M2 1.55 1.75 225 0.00 0.5 96 1.75 103 3.42 74.53 14.60| -20.88 31.41 57.86 59.93
ACIS 2022-SPL3* B1 0.85 0.70 4.00 0.00 0.5 96 0.70 103 3.42 84.72 15.57 21.68 64.22 68.17 69.15
ACIS 2022-SPL3* B2 0.25 0.60 8.50 0.00 0.5 96 0.60 103 342 89.27 23.21 46.53 63.81 65.61 66.06
ACIS 2022-SPH2* M1 3.15 210 160 0.00 0.3 97 2.01 102 3.97 26.52 13.64] -1440 -13.63 7.29 12.89
ACIS 2022-SPH2* M2 1.55 1.60 2.50 0.00 0.3 97 1.60 102 3.97 77.60 14.27] -21.95 55.96 62.16 63.33
ACIS 2022-SPH2*  B1 0.85 070 4.90 0.00 0.3 97 0.70 102 3.97 85.24 18.42 38.42 62.17 66.33 66.82
ACIS 2022-SPH2* B2 0.25 0.60 9.00 0.00 0.3 97 0.60 102 3.97 89.33 24.44 47.38 62.51 64.41 64.89
ACIS 2022-SPL5* M1 3.30 1.70 1.80 0.00 0.2 97 1.62 101 3.44 5.38 16.16] -16.21 -16.21 -16.04 -10.78
ACIS 2022-SPL5* M2 1.55 1.75 3.25 0.00 0.2 97 1.75 101 3.44 73.95 21.58| -30.67 23.40 50.61 52.37
ACIS 2022-SPL5* B1 0.85 0.70  5.00 0.00 0.2 97 0.70 101 3.44 83.70 20.76 13.40 58.04 61.94 62.95
ACIS 2022-SPL5* B2 0.25 060 975 0.00 0.2 97 0.60 101 3.44 88.64 28.20 38.84 56.74 60.04 60.44

Notes: In transactions ACIS 2013-1 through ACIS 2015-8, the total realized loss is based on a severity formula. In transactions ACIS 2018-HQA2 through ACIS
2022-SPL5, new rules for allocating principal payments were put into place, causing the limits of all layers to remain unchanged in AM Best stress scenarios.

* Indicates a new transaction added to this report.

Sources: Information and figures in columns A through E are from Freddie Mac; AM Best data and research
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Exhibit 4
Net Capital Charges (B5,,) for Representative Sample of for CIRT Transactions
(%)
A B C D E F G H 1 J K L M N
Total
Real- Years Gross Pre- Net Net Net Net
Credit Pre- ized  Since Season- Ultimate  Capital mium| Capital Capital Capital Capital
Enhance- Initial mium Loss Incep- Remain- Current ing Loss Charge Creditl Charge Charge Charge Charge
Transaction Layer ment Limit Rate (bps) tion ing UPB Limit Factor (99.6%)  (99.6%)  (99.6%) (95%) (99%)  (99.5%) (99.6%)
CIRT 2014-1 Tranche 050 3.00 0.14 218 8.0 11 0.66 70 0.23 0.00 0.98 -0.98 -0.98 -0.98 -0.98
CIRT 2018-1 Tranche 050 275 011 040 4.7 22 0.79 97 0.74 7.05 3.53 -3.53 -0.88 2.63 3.52
CIRT 2018-2 Tranche 050 3.00 0.13 057 45 20 1.1 98 0.81 8.52 3.63 -3.63 0.39 3.97 4.89
CIRT 2018-3 Tranche 0.50 300 0.13 0.25 45 20 1.24 98 0.80 8.25 3.68 -3.68 0.11 3.67 4.57
CIRT 2018-4 Tranche 060 3.00 0.13 0.32 44 24 1.1 99 0.85 6.56 4.40 -4.40 -2.40 1.23 2.16
CIRT 2018-5 Tranche 0.60 3.00 0.13 0.30 4.4 24 1.22 99 0.84 6.47 4.39 -4.39 -2.45 1.16 2.09
CIRT 2018-6 Tranche 060 3.00 0.14 0.65 4.2 22 1.58 100 0.97 9.94 4.53 -4.53 0.10 4.33 5.41
CIRT 2018-7 Tranche 060 300 014 0.71 42 22 0.94 100 0.94 9.01 4.44 -4.44 -0.51 3.55 4.57
CIRT 2018 FE-1  Tranche 050 325 0.16 0.37 4.6 16 1.16 97 0.62 2.99 3.30 -3.30 -3.30 -0.92 -0.30
CIRT 2018 FE-2  Tranche 050 325 017 052 4.6 17 1.69 97 0.75 6.28 3.69 -3.69 -1.20 1.82 2.59
CIRT 2019-1 Tranche 060 325 0.15 0.09 3.7 17 1.00 104 0.69 2.14 3.45 -3.45 -3.45 -1.97 -1.31
CIRT 2019-2 Tranche 060 325 015 020 37 18 1.52 104 0.83 5.62 3.80 -3.80 -2.23 0.99 1.82
CIRT 2019-3 Tranche 040 325 017 0.13 3.2 18 1.12 107 0.85 10.74 5.34 -5.34 1.15 4.54 5.39
CIRT 2019 FE-1  Tranche 0.50 325 0.16 0.04 35 31 1.00 105 1.07 14.11 7.07 -7.07 1.53 5.93 7.03
CIRT 2019 FE-2  Tranche 050 325 0.17 0.00 315 35 1.59 105 1.55 26.75 8.73 -5.98 9.87 16.38 18.01
CIRT 2020-1 Tranche 035 300 014 0.06 28 28 0.99 108 1.13 20.77 7.48 -5.06 7.02 12.03 13.28
CIRT 2020 FE-1  Tranche 035 315 0.14 0.03 27 51 1.60 108 1.89 39.51 14.48 -4.69 15.04 23.03 25.03
CIRT 2021-1 Tranche 060 315 0.08 0.00 1.1 89 3.15 106 4.30 80.85 14.00 12.07 55.61 65.48 66.85
CIRT 2021-2 Tranche 065 3.85 0.08 0.00 1.0 91 3.85 106 4.39 75.85 12.68 8.72 44.93 59.52 63.16
CIRT 2022-1 Tranche 025 295 006 0.00 0.8 92 2.95 104 3.06 7473 11.73 13.54 46.50 59.69 63.00
CIRT 2022-2* Tranche 025 335 0.07 0.00 0.7 93 B8t 104 3.28 70.67 13.91 10.29 41.26 53.66 56.76
CIRT 2022-3 Tranche 065 385 0.09 0.00 0.7 95 3.85 104 4.69 78.12 16.01 7.60 45.88 61.23 62.11
CIRT 2022-4* Tranche 045 365 0.08 0.00 0.6 94 3.65 103 3.58 66.35 14.00 6.03 36.85 49.25 52.35
CIRT 2022-5* Tranche 065 350 0.11 0.00 0.5 97 3.50 103 4.75 79.18 20.41 5.49 47.84 57.65 58.77
CIRT 2022-6 Tranche 055 3.75 0.09 0.00 0.5 96 3.75 102 3.67 63.46 16.60 1.22 31.58 43.79 46.86
CIRT 2022-7* Tranche 055 335 009 0.00 0.4 97 3.35 102 3.61 69.54 17.87 1.51 34.90 48.32 51.67
CIRT 2022-8* Tranche 065 275 0.09 0.00 0.4 97 2.75 102 4.74 81.16 19.38 10.98 56.14 61.22 61.78
CIRT 2022-9* Tranche 055 335 009 0.00 0.2 98 3.35 101 3.66 70.24 19.55 0.14 33.78 47.31 50.69
CIRT 2022-10* Tranche 075 275 0.09 0.00 0.1 99 2.75 101 4.77 79.81 20.31 6.57 52.67 57.70 59.50

* Indicates a new transaction added to this report.
Sources: Information and figures in columns A through E are from Fannie Mae; AM Best data and research

Exhibit 5
Layer-by-Layer & Consolidated Results for a Hypothetical Transaction
A B c D E=B*D F=5.00%*C' G = max(E, F)'
Net Capital
Charge ($) Floor for Transaction Net
Before Transaction Capital Charge ($)
Original Current Net Capital Application Net Capital After Application of
Layer Exposure Exposure Charge (%) of Floor Charge ($) Floor
M1 3,000,000 0 0.00 0
M2 150,000,000 47,856,450 -3.14  -4,708,960
M3 10,000,000 10,000,000 23.80 2,380,040
B 5,000,000 4,977,883 81.67 4,083,387
Total 168,000,000 62,834,333 1,754,466 3,141,717 3,141,7172

! Applicable to last row only.

2 The net capital charge is typically expressed as a percentage of the original exposure, so the net capital charge for this transaction is
1.87% (1.87% = $3.14m / $168.00mm).
Source: AM Best data and research
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Disclaimer

At its sole discretion, AM Best may discontinue the publication of the net capital charges (BS ),

change the frequency of the publication, or change the transaction selection criteria associated
with the net capital charges. Publication will also depend on the timely availability of the ACIS/
CIRT data from the GSEs.

The net capital charges in this report are meant to approximate the net capital charges used

in the determination of net required capital in the BCAR. Readers may not be able to precisely
replicate the net capital charges in this report because of assumptions related to seasoning,
evaluation cut-off dates, transaction effective dates, and interpolation methodology. In addition,
the GSEs may revise or update data associated with the ACIS/CIRT transactions after AM Best
has downloaded such data for the current net capital charge calculations. Changes by the GSEs,
as well as any changes or corrections AM Best makes to the net capital charge calculations, will
be reflected in subsequent AM Best reports.

If AM Best is rating a reinsurer that engages in GSE CRT transactions, we will share a more
precise net capital charge for each layer or transaction after incorporating any applicable
net capital charge floors. Please see AM Best’s Evaluating Morigage Insurance for a detailed
explanation of the calculations.


https://www3.ambest.com/ambv/ratingmethodology/OpenPDF.aspx?rc=271055
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Best’s Financial Strength Rating (FSR): an independent opinion of an
insurer’s financial strength and ability to meet its ongoing insurance policy
and contract obligations. An FSR is not assigned to specific insurance
policies or contracts.

Best’s Issuer Credit Rating (ICR): an independent opinion of an entity’s
ability to meet its ongoing financial obligations and can be issued on either a
long- or short-term basis.

Best’s Issue Credit Rating (IR): an independent opinion of credit quality
assigned to issues that gauges the ability to meet the terms of the obligation
and can be issued on a long- or short-term basis (obligations with original
maturities generally less than one year).

Best’s National Scale Rating (NSR): a relative measure of credit-
worthiness in a specific local jurisdiction that is issued on a long-term basis
and derived exclusively by mapping the NSR from a corresponding global
ICR using a transition chart.

Rating Disclosure: Use and Limitations

A Best’s Credit Rating (BCR) is a forward-looking independent and objective
opinion regarding an insurer’s, issuer’s or financial obligation’s relative
creditworthiness. The opinion represents a comprehensive analysis consisting
of a quantitative and qualitative evaluation of balance sheet strength, operating
performance, business profile, and enterprise risk management or, where
appropriate, the specific nature and details of a security. Because a BCR is a
forward-looking opinion as of the date it is released, it cannot be considered as
a fact or guarantee of future credit quality and therefore cannot be described
as accurate or inaccurate. A BCR is a relative measure of risk that implies credit
quality and is assigned using a scale with a defined population of categories and
notches. Entities or obligations assigned the same BCR symbol developed using
the same scale, should not be viewed as completely identical in terms of credit
quality. Alternatively, they are alike in category (or notches within a category),
but given there is a prescribed progression of categories (and notches) used in
assigning the ratings of a much larger population of entities or obligations, the
categories (notches) cannot mirror the precise subtleties of risk that are inherent
within similarly rated entities or obligations. While a BCR reflects the opinion of
AM. Best Rating Services, Inc. (AM Best) of relative creditworthiness, it is not an
indicator or predictor of defined impairment or default probability with respect to
any specific insurer, issuer or financial obligation. A BCR is not investment advice,
nor should it be construed as a consulting or advisory service, as such; it is not
intended to be utilized as a recommendation to purchase, hold or terminate any
insurance policy, contract, security or any other financial obligation, nor does it
address the suitability of any particular policy or contract for a specific purpose or
purchaser. Users of a BCR should not rely on it in making any investment decision;
however, if used, the BCR must be considered as only one factor. Users must
make their own evaluation of each investment decision. A BCR opinion is provided
on an “as is” basis without any expressed or implied warranty. In addition, a BCR
may be changed, suspended or withdrawn at any time for any reason at the sole
discretion of AM Best.
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