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Overview of the NAIC Health Risk-Based Capital Report 

Introduction 
 
Risk-based capital (RBC) is a method of measuring the minimum amount of capital appropriate for a reporting entity to support its overall business operations in 
consideration of its size and risk profile. It provides an elastic means of setting the capital requirement in which the degree of risk taken by the insurer is the primary 
determinant. The five major categories of risks involved are: 
 
 Insurance Affiliates H–0 This is the risk from declining value of insurance subsidiaries as well  
 And Misc. Other    as risk from off-balance sheet and other misc. accounts (e.g. DTAs). 
 
 Asset Risk – Other  H–1 This is the risk of assets’ default of principal and interest or  
    fluctuation in market value. 
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Overview of the NAIC Life and Fraternal Risk-Based Capital Report 

Introduction 
Risk-based capital (RBC) is a method of measuring the minimum amount of capital appropriate for an insurance company to support its overall business operations 
in consideration of its size and risk profile. It provides an elastic means of setting the capital requirement in which the degree of risk taken by the insurer is the 
primary determinant. The five major categories of risks involved are: 
 

 Insurance Affiliates 
and Misc. Other 

 C–0 This is the risk from declining value of insurance subsidiaries as well as risk from off-balance sheet and other 
misc. accounts (e.g., DTAs). 

     
 Asset Risk - Other  C–1 This is the risk of assets’ default of principal and interest or fluctuation in fair value. 
     
 Insurance Risk  C–2 This is the risk of underestimating liabilities from business already written or inadequately pricing business to 

be written in 
    the coming year. 
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Overview of the NAIC Property and Casualty Risk-Based Capital Report 

Introduction 

Risk-based capital is a method of establishing the minimum amount of capital appropriate for an insurance company to support its overall business operations in 
consideration of its size and risk profile. It provides an elastic means of setting the minimum capital requirement in which the degree of risk taken by the insurer 
is the primary determinant.  
 
A company’s risk-based capital is calculated by applying factors to various asset, premium and reserve items. The factor is higher for those items with greater 
underlying risk and lower for less risky items. The adequacy of a company’s actual capital may then be measured by a comparison to its risk-based capital as 
determined by the formula. 
 
Risk-based capital standards will be used by regulators to set in motion appropriate regulatory actions relating to insurers that show indications of weak or 
deteriorating conditions. It also provides an additional standard for minimum capital requirements that companies should meet to avoid being placed in 
conservatorship. 
 

 
Detail Eliminated To Conserve Space 


	2020-05-CA Proposal Form
	2020-05-CA Table of Contents
	TABLE OF CONTENTS
	Introduction
	Overview of the NAIC Life and Fraternal Risk-Based Capital Report
	Introduction
	Overview of the NAIC Property and Casualty Risk-Based Capital Report
	Introduction


