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Information
Best's Credit Rating Methodology

Guide to Best's Credit Ratings

Market Segment Outlooks

Financial Data Presented
The financial data in this report reflects the
most current data available to the Analytical
Team at the time of the rating. Updates to
the financial exhibits in this report are
available here: Best's Financial Report.

Highmark Casualty Insurance Company
AMB #: 010086  | NAIC #:  35599  | FEIN #:  25-1334623
Ultimate Parent:  AMB # 033398 - Highmark Health

Best's Credit Ratings
Financial Strength Rating Issuer Credit Rating

(FSR) (ICR)

A a+
Excellent Excellent
Outlook: Stable Outlook: Stable
Action: Affirmed Action: Affirmed

Assessment Descriptors

Balance Sheet Strength Strongest

Operating Performance Adequate

Business Profile Limited

Enterprise Risk Management Appropriate
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Rating Rationale

Balance Sheet Strength: Strongest
• Highmark Casualty Insurance Company’s (Highmark Casualty) risk-adjusted capitalization as measured by Best's Capital

Adequacy Ratio (BCAR) is at the strongest confidence level at the 99.6% VaR.
• Highmark Casualty’s investment portfolio is conservative, consisting mainly of short-duration investment-grade fixed-income

securities and cash.

Operating Performance: Adequate
• Highmark Casualty has reported strong earnings in 2021. This performance was driven by strong net premiums written growth

and a low combined ratio relative to historical levels. Further premium growth is expected to sustain higher earnings compared
to pre-pandemic levels, but profitability is expected to normalize over the near term.

• The company has a small amount of direct premiums with the majority of business being assumed through a quota share
agreement with an affiliate. This arrangement has been the driver of premium growth over the past five years.

Business Profile: Limited
• Business is concentrated with net premiums predominantly driven by assumed stop-loss business.

• Highmark Casualty no longer writes new stop-loss business.

Enterprise Risk Management: Appropriate
• Highmark Casualty’s enterprise risk management (ERM) program is managed at both the ultimate parent level and by Highmark

Casualty's senior management.
• Highmark Casualty's ERM program is a robust program that uses a layered framework to link its strategy, financial plan and

business risks together.
• Oversight and development are comprehensive and involve all levels of management to identify, manage and mitigate newly

identified risks as well as ongoing risks that are monitored.

Rating Lift/Drag
• Highmark Casualty benefits from the financial and administrative support of HM Life Insurance Company and Highmark Inc. for

its medical stop-loss business.

Outlook
• The stable outlooks reflect Highmark Casualty’s strongest level of balance sheet strength assessment, as supported by its BCAR,

and its strategic importance to its parent through its contribution to Highmark Inc.'s stop-loss business.

Rating Drivers
• Negative rating action may occur if there is a trend of deterioration in operating performance for Highmark Casualty.

• Negative rating action may occur if Highmark Casualty reports a significant decline in risk-adjusted capital.

• Negative rating action may occur if Highmark Casualty becomes less strategically important to Highmark Inc.

Credit Analysis
Balance Sheet Strength

Highmark Casualty Insurance Company (Highmark Casualty) balance sheet assessment is strongest. This is primarily driven by its Best
Capital Adequacy Ratio (BCAR) of 51.0% at the 99.6 confidence level. Furthermore, liquidity measures are favorable and invested
assets are held mainly in investment grade fixed income securities.

Capitalization

Highmark Casualty maintains strongest risk adjusted capital as measured both by the BCAR and by its regulatory capital position of
558% at year-end 2021. The risk-adjusted capital measures reflect the maintenance of a strong level of absolute capital and surplus
driven by consistent earnings retention, net of dividends to the parent. In 2021 the company did not pay any dividends to its parent.

AMB #: 010086 - Highmark Casualty Insurance Company
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Balance Sheet Strength (Continued...)

Additionally, the company has an active securities lending program. The amount of assets pledged as collateral remains modest at
8.7% of total invested assets, which has fallen from 2020 levels of 9.3% of total assets.

Asset Liability Management - Investments

Highmark Casualty’s investment portfolio is conservatively managed with the high quality and liquid assets (nearly all fixed income &
short term cash and equivalents). The majority of invested assets are in fixed income securities (79%), equities (9%), cash and short-
term debt instruments (3%) and the remainder in other invested assets. Almost 91% of fixed income securities are investment grade
with an average maturity of about five and one half years.

Reserve Adequacy

Operating Performance

Highmark Casualty's operating performance is assessed as adequate. The company’s operating results reached a ten year high in 2020,
primarily due to deferrals/reductions in care arising from COVID-19 as well as a trend of improved operating performance over the
previous three years. These results continued into 2021, although claims and utilization are trending towards pre-pandemic patterns.
Profitability metrics declined in 2021 after reaching their highest levels in 2020, with a 2021 return on revenue (ROR) of 7.1% and
return on equity (ROE) of 9.9%. Premiums grew by 8.6% in 2021, after declining in 2020, due to new membership growth. Premiums
and earnings had shown volatility prior to 2017 based on changes in business strategy and product offerings. In 2016, the company
divested its workers compensation business to a third party and current business is mainly derived from medical stop-loss and excess
loss managed care reinsurance, which is the primary source of earnings. A.M. Best expects continued favorable operating performance
over the near term as the company squarely focuses on servicing the medical stop loss business, though a reversion from COVID-19
driven profitability highs is also expected.

Business Profile

Highmark Casualty is a wholly owned subsidiary of HM Insurance Group (HMIG), a subsidiary of Highmark Inc. and ultimate parent,
Highmark Health. Highmark Inc. was incorporated in the Commonwealth of Pennsylvania and is an independent licensee of the Blue
Cross and Blue Shield Association. Other direct subsidiaries of HMIG include HM Life Insurance Company (HM Life) and HM Life
Insurance Company of New York (HM Life NY).

The company was incorporated on June 22, 1977, under the laws of the Commonwealth of Pennsylvania as Consumer Service Casualty
Insurance Company. It commenced business on February 16, 1978. Effective December 22, 1993, the name was changed to Trans-
General Casualty Insurance Company, Inc. The current title of Highmark Casualty Insurance Company was adopted on April 1, 1999.

The company currently assumes the majority of its business from the stop-loss business of HM Life and writes a small amount of
managed care reinsurance directly. A large part of the stop-loss business is derived from the parent company, Highmark Inc.’s, self-
funded employer groups. The company is managed collectively with HM Life and HM Life NY.

Enterprise Risk Management

Enterprise Risk Management (ERM) for Highmark Casualty is appropriate. The program is managed at both the ultimate parent,
Highmark Health and at Highmark Casualty. The ERM program is mature and measures risks both on a qualitative and quantitative
basis. The Chief Risk Officer has overall accountability for the process and reports to the CEO. All levels of management and the Board
are involved in the ERM process and roles and responsibilities are clearly defined. The Audit Committee of the Board has responsibility
for ERM and members have been fully educated on risk management.

The ERM program uses a layered framework to link its strategy, financial plan and business risks together. The process includes risk
and threat identification across the entire enterprise with scoring of likelihood (of occurrence) and impact of a risk on the enterprise.
Tactical risk identification is completed for all market/business segments and operational areas. Risk assessments are done annually
and reported through senior management and the Board.

Oversight and development are comprehensive and involve all levels of management to identify, manage and mitigate newly identified
and ongoing risks that are monitored. Management and the Board align its corporate strategy along with the risk assessment. The
company has developed a risk appetite statement (RAS) intended to provide a high level view of the organizations willingness to accept
risk in pursuit of business and strategic objectives.

AMB #: 010086 - Highmark Casualty Insurance Company
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Enterprise Risk Management (Continued...)

The company utilizes advanced modeling to understand potential risk impacts and measure them against tolerance levels and appetite
statements. The organization has become very focused on modeling and there is an enterprise data analysis department that models
scenarios and the effects on individual lines of business or operations as well as the inter-dependencies within this diverse
organization. The program includes measurements in quantifying risk exposures and tying compliance of the ERM program to Own Risk
and Solvency Assessment (ORSA) standards. The ORSA standards include stress scenarios, which are then presented to the Audit
Committee. The company also utilizes an economic capital model to provide an estimated buffer of what its future capital and liquidity
needs are. All subsidiaries are included in the ERM process and utilize the risk assessment to form their business strategies.

Environmental, Social & Governance

Highmark Casualty’s ERM program is integrated with that of its parent. As such its ESG risks are managed in coordination with the
parent. Highmark Casualty’s ESG risk profile is less comprehensive than that of Highmark Inc. as it mainly assumes just one product
from an affiliate, medical stop-loss. However, asset portfolio and health data collection and maintenance risks remain and are managed
in co-ordination with the parent company.

Rating Lift/Drag

Highmark Casualty assumes the majority of its business from an affiliate HM Life. The company is managed by the management of
HMIG, the medical stop loss division of Highmark Inc. All administrative services are provided by HM Life and Highmark Inc. Implicit
capital and liquidity support is provided by Highmark Inc.

Financial Statements

6-Months Year End - December 31
2022 2021 2020

Balance Sheet USD (000) % USD (000) % USD (000) %
Cash and Short Term Investments 18,165 5.5 9,166 2.7 14,775 4.6
Bonds 248,156 75.3 263,506 76.7 244,704 76.9
Preferred and Common Stock 25,122 7.6 31,242 9.1 18,583 5.8
Other Invested Assets 19,278 5.8 29,135 8.5 28,624 9.0

Total Cash and Invested Assets 310,720 94.3 333,049 96.9 306,687 96.4
Premium Balances 6,739 2.0 9,201 2.7 9,801 3.1
Net Deferred Tax Asset 425 0.1 ... ... 177 0.1
Other Assets 11,722 3.6 1,481 0.4 1,583 0.5

Total Assets 329,606 100.0 343,732 100.0 318,248 100.0
Loss and Loss Adjustment Expense Reserves:

Net Reported Loss Reserves* 2,087 0.6 2,080 0.6 2,247 0.7
Net IBNR Loss Reserves* 93,125 28.3 87,269 25.4 80,147 25.2
Net LAE Reserves ... ... 65 ... 69 ...
Total Net Loss and LAE Reserves 95,212 28.9 89,414 26.0 82,464 25.9

Net Unearned Premiums 1,263 0.4 703 0.2 1,410 0.4
Other Liabilities 25,009 7.6 37,853 11.0 38,766 12.2

Total Liabilities 121,484 36.9 127,970 37.2 122,639 38.5
Capital Stock 2,500 0.8 2,500 0.7 2,500 0.8
Paid-In and Contributed Surplus 17,250 5.2 17,250 5.0 17,250 5.4
Unassigned Surplus 188,371 57.2 196,012 57.0 175,859 55.3

Total Policyholders' Surplus 208,121 63.1 215,762 62.8 195,609 61.5
Total Liabilities and Surplus 329,606 100.0 343,732 100.0 318,248 100.0

Source:  BestLink ®  - Best's Financial Suite
* Interim reserves balances include LAE.
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Last Update
November 11, 2022

Identifiers
AMB #: 010086
NAIC #: 35599
FEIN #: 25-1334623

Contact Information
Domiciliary Address:
Fifth Avenue Place,
120 Fifth Avenue,   Pittsburgh,
Pennsylvania  15222-3099
United States
Mailing Address:
P.O. Box 535061,    Pittsburgh,
Pennsylvania  15253-5061
United States

Web:  www.hmig.com
Phone: +1-800-328-5433
Fax: +1-412-544-1053

Financial Data Presented
The financial data in this report
reflects the most current data
available at the time the report was
printed.

Highmark Casualty Insurance Company

Operations
Date Incorporated: June 22, 1977 | Date Commenced:  February 16, 1978

Domiciled: Pennsylvania, United States

Licensed: (Current since 12/20/2001). The company is licensed in AL, FL, GA, ID, IL, IN,
KS, KY, MD, MI, MS, MO, NV, NJ, NM, NC, OR, PA, SC, TX, UT, VA, WA and WV.

Business Type: Property/Casualty
Organization Type: Stock
Marketing Type: Inactive
Financial Size: VIII ($100 Million to $250 Million)

Best's Credit Ratings
Rating Relationship
AM Best Rating Unit:  010086 - Highmark Casualty Insurance Company

Refer to the   Best’s Credit Report for AMB# 010086 - Highmark Casualty Insurance Company   for details regarding the rating
rationale, credit analysis, and financial exhibits available at the time the credit analysis was performed.

Best's Credit Rating History
AM Best has assigned ratings on this company since 1994. In our opinion, the company has an Excellent ability to meet their ongoing
insurance obligations and an Excellent ability to meet their ongoing senior financial obligations.
The following are the most recent rating events, for longer history refer to Rating History in BestLink:

Best's Financial
Best's Financial Strength Ratings

Best's Long-Term
Issuer Credit Ratings

Effective Date Rating Outlook Action Rating Outlook Action
Current -
Aug 31, 2022 A Stable Affirmed a+ Stable Affirmed
Sep 17, 2021 A Stable Affirmed a+ Stable Upgraded
Sep 3, 2020 A Stable Upgraded a Stable Upgraded
Jul 9, 2019 A- Stable Affirmed a- Stable Affirmed
Jun 14, 2018 A- Stable Affirmed a- Stable Affirmed
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No portion of this content may be reproduced, distributed, or stored in a database or retrieval system, or transmitted in any form or by any means without the prior written permis-
sion of AM Best. While the content was obtained from sources believed to be reliable, its accuracy is not guaranteed. For additional details, refer to our Terms of Use available  
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Management

Highmark Casualty Insurance Company (HCIC) is a wholly owned subsidiary of HM Insurance Group (HM), a downstream subsidiary of
Highmark Inc. and ultimate parent, Highmark Health. Highmark Inc. was incorporated in the Commonwealth of Pennsylvania and is an
independent licensee of the Blue Cross and Blue Shield Association. Other direct subsidiaries of HM include HM Life Insurance Company
(HMLIC) and HM Life Insurance Company of New York (HMLNY). Highmark Inc. was created in 1996 through the consolidation of HM's
former parent, Veritus Inc. (which conducted business as Blue Cross of Western Pennsylvania) and The Medical Service Association of
Pennsylvania (which conducted business as Pennsylvania Blue Shield).

Officers

CEO:  Deborah Rice-Johnson
President:  Kevin Mark Lawrence
Corporate Secretary:  Edward A. Bittner, Jr.
Treasurer and CFO:  Caleb L. Knier

Directors

John R. Baum
Anthony N. Benevento
William A. Brothers
William D. Cronin
Thomas A. Doran
David M. Matter
Frederick G. Merkel
William J. Stallkamp
Victor Torres

History

The company was incorporated on June 22, 1977, under the laws of the Commonwealth of Pennsylvania as Consumer Service Casualty
Insurance Company. It commenced business on February 16, 1978. Effective December 22, 1993, the name was changed to Trans-
General Casualty Insurance Company, Inc. The current title of Highmark Casualty Insurance Company was adopted on April 1, 1999.
Paid-up capital totals $2,500,000, consisting of 250,000 common shares issued at a par value of $10 per share. All authorized shares
are outstanding.

A Best's Financial Strength Rating opinion addresses the relative ability of an insurer to meet its ongoing insurance obligations. The ratings are not assigned to specific insurance policies or contracts
and do not address any other risk, including, but not limited to, an insurer's claims-payment policies or procedures; the ability of the insurer to dispute or deny claims payment on grounds of
misrepresentation or fraud; or any specific liability contractually borne by the policy or contract holder. A Financial Strength Rating is not a recommendation to purchase, hold or terminate any
insurance policy, contract or any other financial obligation issued by an insurer, nor does it address the suitability of any particular policy or contract for a specific purpose or purchaser.

A Best's Issue/Issuer Credit Rating is an opinion regarding the relative future credit risk of an entity, a credit commitment or a debt or debt-like security.

Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. These credit ratings do not address any other risk, including but not limited to liquidity risk,
market value risk or price volatility of rated securities. The rating is not a recommendation to buy, 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.

In arriving at a rating decision, AM Best relies on third-party audited financial data and/or other information provided to it. While this information is believed to be reliable, AM Best does not
independently verify the accuracy or reliability of the information. Any and all ratings, opinions and information contained herein are provided "as is," without any express or implied warranty.

Visit https://www.ambest.com/ratings/index.html  for additional information or https://www.ambest.com/terms.html  for details on the Terms of Use. For current ratings visit www.ambest.com/ratings
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