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Our Insight, Your Advantage™

AM Best Overview

Established in 1899

Only Global Insurance Focused Rating Agency

• 140 analysts in 6 offices
• Skills and designations: CPA, CFA, MBA/MS/MA, CAS/SOA, Ph.D.

• Rating over 3,600 insurance companies worldwide
• Rating over 2,600 US insurance companies

Over 700 Employees Focused on Insurance

Leading Provider of News and Insurance Information Products
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Our Insight, Your Advantage™

Ratings Agency Results – Default and Transition Studies
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Best's Average Cumulative Gross Impairment Rates (FSRs)
US Life/Health and Property/Casualty, 1977-2017

Rating 1-Year 2-Year 3-Year 4-Year 5-Year 6-Year 7-Year 8-Year 9-Year 10-Year 11-Year 12-Year 13-Year 14-Year 15-Year

A++ 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.04% 0.08% 0.09% 0.09% 0.10% 0.11%
A+ 0.06% 0.18% 0.35% 0.52% 0.70% 0.94% 1.19% 1.46% 1.80% 2.16% 2.55% 3.02% 3.53% 4.05% 4.49%
A 0.12% 0.36% 0.69% 1.09% 1.51% 1.99% 2.54% 3.15% 3.77% 4.40% 5.12% 5.77% 6.42% 7.14% 7.87%
A- 0.24% 0.73% 1.19% 1.72% 2.44% 3.12% 3.82% 4.60% 5.30% 6.03% 6.72% 7.50% 8.37% 9.23% 10.20%
B++ 0.46% 1.44% 2.32% 3.37% 4.39% 5.42% 6.47% 7.28% 8.26% 9.20% 10.01% 11.07% 12.24% 13.45% 14.85%
B+ 0.80% 1.79% 3.03% 4.66% 6.48% 8.07% 9.62% 11.01% 12.20% 13.46% 14.87% 16.23% 17.48% 18.77% 19.86%
B 1.54% 3.67% 6.38% 8.74% 10.94% 13.70% 16.29% 18.61% 20.73% 22.78% 24.72% 26.74% 28.61% 30.61% 32.50%
B- 5.03% 8.83% 11.24% 13.39% 16.01% 18.41% 20.74% 22.52% 24.90% 27.23% 29.42% 31.55% 33.75% 35.87% 38.10%
C++/C+ 3.70% 6.54% 10.11% 13.71% 17.00% 20.45% 23.49% 27.10% 30.08% 32.45% 34.49% 36.70% 38.58% 40.20% 41.98%
C/C- 5.58% 9.35% 12.96% 17.04% 20.81% 24.86% 28.79% 32.77% 36.14% 38.65% 41.72% 44.53% 47.15% 50.31% 53.65%
D 7.94% 14.01% 19.87% 24.93% 29.91% 35.10% 39.09% 42.53% 45.38% 48.43% 51.67% 53.98% 55.78% 57.43% 58.98%

All 0.58% 1.21% 1.92% 2.67% 3.48% 4.32% 5.17% 6.02% 6.85% 7.70% 8.58% 9.49% 10.40% 11.35% 12.26%

Source: A.M. Best data and research



Our Insight, Your Advantage™

Ratings Agency Results – Default and Transition Studies

Best's Average Cumulative Liquidation Rates (FSRs)
US Life/Health and Property/Casualty, 1977-2017

Rating 1-Year 2-Year 3-Year 4-Year 5-Year 6-Year 7-Year 8-Year 9-Year 10-Year 11-Year 12-Year 13-Year 14-Year 15-Year

A++ 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
A+ 0.03% 0.09% 0.18% 0.28% 0.36% 0.48% 0.57% 0.67% 0.78% 0.90% 1.02% 1.16% 1.32% 1.47% 1.60%
A 0.06% 0.16% 0.31% 0.46% 0.64% 0.80% 0.99% 1.18% 1.36% 1.53% 1.74% 1.93% 2.11% 2.33% 2.53%
A- 0.15% 0.44% 0.63% 0.87% 1.13% 1.32% 1.49% 1.72% 1.90% 2.07% 2.21% 2.35% 2.52% 2.70% 2.91%
B++ 0.31% 0.82% 1.17% 1.53% 1.89% 2.30% 2.75% 2.98% 3.28% 3.54% 3.70% 3.93% 4.20% 4.51% 4.84%
B+ 0.47% 0.96% 1.48% 2.12% 2.86% 3.44% 3.95% 4.41% 4.74% 5.07% 5.50% 5.80% 6.04% 6.28% 6.49%
B 1.06% 2.04% 3.20% 4.07% 4.64% 5.34% 6.05% 6.65% 7.19% 7.76% 8.12% 8.52% 8.92% 9.33% 9.68%
B- 3.09% 5.38% 6.31% 7.05% 7.27% 7.79% 8.35% 9.21% 9.79% 10.13% 10.72% 11.52% 12.02% 12.40% 13.08%
C++/C+ 2.74% 4.29% 5.79% 6.81% 7.99% 9.08% 9.89% 10.61% 11.21% 11.47% 11.79% 12.23% 12.82% 13.30% 13.49%
C/C- 2.42% 4.37% 5.62% 6.86% 7.88% 9.19% 10.10% 11.25% 12.03% 12.72% 13.65% 14.76% 15.42% 16.38% 17.04%
D 4.59% 7.30% 9.52% 11.38% 13.15% 14.83% 16.16% 17.17% 17.99% 18.81% 19.71% 20.38% 20.86% 21.37% 21.81%

All 0.37% 0.72% 1.06% 1.39% 1.72% 2.04% 2.35% 2.64% 2.90% 3.15% 3.41% 3.67% 3.92% 4.18% 4.43%

Source: A.M. Best data and research
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Our Insight, Your Advantage™

Value of Being “Secure”
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Our Insight, Your Advantage™

• Insurance Companies
• Agents
• Brokers
• Policyholders

• Financial Institutions
• Investors & Investment Professional
• Employee Benefits Managers
• Debt and Equity Research Analysts

• Corporate Risk Managers
• Consultants
• Actuaries

• Reinsurers
• Captive/Alternative Risk Managers
• Underwriters

• Boards of Directors
• Consumers

• Government  Agencies
• Regulators
• Academics
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Users of Best’s Ratings



Our Insight, Your Advantage™

Relationship with Clients and the Market / Industry
• Interactive process with rated entities

• Plus:
• Web listings

• Ratings (Plus Best’s Credit Ratings App)
• Press Releases
• Ratings Rationale and Company Reports
• Special Reports and Commentary

• Social Media
• Traditional Media
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Our Insight, Your Advantage™

Rated Population Example
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Our Insight, Your Advantage™

AM Best's Global Rated P&C Universe
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Our Insight, Your Advantage™

Best’s PA for DUAEs

10



Our Insight, Your Advantage™

What is a Performance Assessment (PA)?

A measurement of the relative ability of an enterprise to perform services on behalf of insurance partners

Key components are assessed and assigned points based on the entity’s performance 

The summation of the points from each key component determines the Assessment Range which translates 
into the Performance Assessment
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Our Insight, Your Advantage™
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DUAE is used as a blanket term to capture:
• Managing General Agents (MGAs)
• Managing General Underwriters
• Coverholders
• Program Administrators
• Program Underwriters
• Underwriting Agencies
• Direct Authorizations
• Appointed Representatives

What is a Delegated Underwriting Authority Enterprise (DUAE)?
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Our Insight, Your Advantage™

What is a Delegated Underwriting Authority Enterprise (DUAE)?
• AM Best defines a DUAE as a third party entity that is appointed by a (re)insurer, through contractual 

agreements, to perform underwriting, claims handling, and/or administrative functions on behalf of their 
carrier partners

• Typically carried out by insurers, DUAE’s functions can include:

• The DUAE manages all or part of the insurance business of an insurer and acts as an insurance agent 
or broker for the insurer, while working as the intermediary between insurers and agents, and/or insured

Binding 
coverage

Underwriting 
and pricing

Settling 
claims

Access to 
niche 

segments 
and markets

Appointing 
retail agents 
in a certain 

region
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Our Insight, Your Advantage™

Growing Importance of DUAEs
• Increasingly important part of the insurance value chain (insurance distribution model)

• Main presence in US, UK and Australia; gaining traction in other markets

• Actively used by global insurance players, in addition to small specialized insurers

• Provide a variety benefits: 
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Our Insight, Your Advantage™

US P/C Industry – MGA Production
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Our Insight, Your Advantage™

Best’s Performance Assessment (PA) for 
Delegated Underwriting Authority Enterprises (DUAEs)
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• Interactive process entails gathering information, 
engaging with clients (through a formal management 
meeting), assessing key factors, followed by an 
assessment committee, and public dissemination (if 
client agrees), and finally a Performance Assessment 
Report.

• There are outlooks associated (Positive, Stable, and 
Negative) with the assessment. The DUAE can be 
placed under review.

• There is no termination period, with ongoing 
surveillance of the DUAE.

• Any withdrawal of a PA from the process will need a 
final assessment.

I
Collect Information 

and Engage with 
Management

II
Analyze Key 

Assessments

III
Arrive at the PA 

Recommendation

IV
Assessment 
Committee

V
Disseminate Results 

(Public or Private)

VI
Monitor Activities

Process for Producing 
Best’s PA for DUAEs



Our Insight, Your Advantage™

Best’s PA 
for DUAEs
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Best’s PA for DUAEs
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Our Insight, Your Advantage™

PA for DUAEs – Final Outcome
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Assessment 
Categories

Assessment
Symbols

Assessment 
Ranges

Exceptional PA-1 34-40

Excellent PA-2 27-33

Strong PA-3 20-26

Fair PA-4 13-19

Weak PA-5 Up to 12

The PA scale outlines the 
DUAE’s:

• Relative ability to perform services 
on behalf of its insurance partners

• Underwriting expertise
• Financial performance indicators
• Company processes
• Appropriateness of governance and 

internal controls 



Our Insight, Your Advantage™

PA for DUAEs – Assessing Key Components
Underwriting Capabilities
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Assessment Points

Exceptional 10

Excellent 8

Strong 6

Fair 4

Weak 2

Sub-assessment Factors

• Quality of underwriting
• Underwriting results
• Underwriting competitive advantage
• Proprietary data and analytics
• Experience of underwriting staff
• Technology in the underwriting 

process
• Limitations on exceptions/risk 

appetite



Our Insight, Your Advantage™

PA for DUAEs – Assessing Key Components
Governance and Internal Controls
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Sub-assessment Factors

• Alignment of interests
• Systems
• Audits and other management 

reports
• Policies and procedures
• Disaster recovery plan
• Key person risk plan
• Service measures
• Binding contracts
• Broker contracts
• Partnerships with TPAs

Assessment Points

Exceptional 10

Excellent 8

Strong 6

Fair 4

Weak 2
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PA for DUAEs – Assessing Key Components
Financial Condition
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Assessment Points

Exceptional 10

Excellent 8

Strong 6

Fair 4

Weak 2

Sub-assessment Factors

• Analysis of financial metrics

• Participation in risk sharing



Our Insight, Your Advantage™

PA for DUAEs – Assessing Key Components
Organizational Talent
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Assessment Points

Exceptional 5

Excellent 4

Strong 3

Fair 2

Weak 1

Sub-assessment Factors

• Tenure

• Training programs

• Executive experience

• Organizational structure



Our Insight, Your Advantage™

PA for DUAEs – Assessing Key Components
Depth & Breadth of Relationships
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Assessment Points

Exceptional 5

Excellent 4

Strong 3

Fair 2

Weak 1

Sub-assessment Factors

• Number of programs and markets

• Consistency of relationships

• Geographic reach

• Retention of clients



Our Insight, Your Advantage™

Best’s PA for DUAEs – Agenda Items

Organizational structure, overview & market conditions

Underwriting capabilities (guidelines, programs/products, results, competitive market, performance data, staff, technology)

Governance and internal controls (mission statement, systems, plans, policies/procedures, internal audit, contracts)

Financial condition (balance sheet and income statement, debt, investments, cash flow, partnerships)

Organizational talent (employee tenure, training, executive resumes, organizational charts)

Depth and breadth of relationships (program evaluation, geographic footprint, retention history)

Timing of assessment committee
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Our Insight, Your Advantage™

Analyzing New DUAE Formations
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Requirements

• Two year business plan

• Certified financial statements or reports for any completed fiscal years

• Interim financial statement or reports

• Experience of management team and sufficiency of operational infrastructure

• Access to management, BOD, strategic investors, other third parties

• Monitoring against initial business plan and financial targets

• Track record of management and underwriters
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Key Takeaways

• Best's Performance Assessment is not a credit rating

• Best’s Performance Assessment for Delegated Underwriting Authority 
Enterprises provides insight to the insurance industry when considering 
collaboration with these service providers

• The assignment of a Performance Assessment follows the summation of 
the sub-assessments for each component 

• Comment period ends May 3, 2021
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© AM Best Company, Inc. (AMB) and/or its licensors and affi liates. All rights reserved. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND
NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT AMB’s PRIOR WRITTEN CONSENT. All information contained herein is obtained by AMB from sources believed by it to be
accurate and reliable. AMB does not audit or otherwise independently verify the accuracy or reliability of information received or otherwise used and therefore all information
contained herein is provided “AS IS” without warranty of any kind. Under no circumstances shall AMB have any liabili ty to any person or entity for (a) any loss or damage in whole
or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of AMB or any of i ts directors,
officers, employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or
(b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if AMB is advised in advance of the
possibility of such damages, resulting from the use of or inability to use, any such information. The credit ratings, financial reporting analysis, projections, and other observations, if
any, constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase,
sell or hold any securities, insurance policies, contracts or any other financial obligations, nor does it address the suitability of any particular financial obligation for a specific
purpose or purchaser. Credit risk is the risk that an entity may not meet i ts contractual, financial obligations as they come due. Credit ratings do not address any other risk,
including but not limited to, liquidity risk, market value risk or price volatility of rated securities. AMB is not an investment advisor and does not offer consulting or advisory services,
nor does the company or its rating analysts offer any form of structuring or financial advice. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS,
COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR
MADE BY AMB IN ANY FORM OR MANNER WHATSOEVER. Each credit rating or other opinion must be weighed solely as one factor in any investment or purchasing decision
made by or on behalf of any user of the information contained herein, and each such user must accordingly make its own study and evaluation of each security or other financial
obligation and of each issuer and guarantor of, and each provider of credit support for, each security or other financial obligation that it may consider purchasing, holding or selling.

Our Insight, Your Advantage™
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