
 
 
 
 
 
 
 
 
 
 
 
 
 

REPORT ON EXAMINATION 
 

OF THE 
 

COMMONWEALTH INSURANCE COMPANY OF AMERICA 
 

AS OF  
 

DECEMBER 31, 2013 
 
 







TABLE OF CONTENTS 
 
SALUTATION .................................................................................................................................... 1 
SCOPE OF EXAMINATION.............................................................................................................. 1 
SUMMARY OF SIGNIFICANT FINDINGS ..................................................................................... 3 
SUBSEQUENT EVENTS ................................................................................................................... 3 
COMPANY HISTORY ....................................................................................................................... 3 
MANAGEMENT AND CONTROL ................................................................................................... 3 

Board of Directors ........................................................................................................................ 4 
Officers ........................................................................................................................................ 4 
Committees .................................................................................................................................. 5 
Conflict of Interest ....................................................................................................................... 5 
Insurance Holding Company System ........................................................................................... 5 
Intercompany Management and Service Agreements ................................................................. 6 

TERRITORY AND PLAN OF OPERATION .................................................................................... 9 
GROWTH OF THE COMPANY ........................................................................................................ 9 
REINSURANCE................................................................................................................................ 10 
ACCOUNTS AND RECORDS ......................................................................................................... 11 
FINANCIAL STATEMENTS ........................................................................................................... 12 

Assets ......................................................................................................................................... 13 
Liabilities, Surplus and Other Funds ......................................................................................... 14 
Statement of Income .................................................................................................................. 15 
Reconciliation of Capital and Surplus for the exam period ....................................................... 16 
Common Capital Stock .............................................................................................................. 16 
Dividends ................................................................................................................................... 16 

SCHEDULE OF EXAMINATION ADJUSTMENTS ...................................................................... 17 
NOTES TO FINANCIAL STATEMENTS ....................................................................................... 17 

Note 1 – Bonds ........................................................................................................................... 17 
Note 2 – Losses .......................................................................................................................... 17 
Note 2 – Loss Adjustment Expense ........................................................................................... 17 
Note 3 – Payable for Securities .................................................................................................. 17 

COMPLIANCE WITH PRIOR EXAMINATION RECOMMENDATIONS .................................. 18 
SUMMARY OF RECOMMENDATIONS ....................................................................................... 18 
CONCLUSION .................................................................................................................................. 18 
 
 
 

 



 

 

SALUTATION 

May 11, 2015 
 
Honorable Karen Weldin Stewart, CIR-ML 
Delaware Insurance Commissioner 
Delaware Department of Insurance 
Rodney Building 
841 Silver Lake Blvd. 
Dover, Delaware 19904 
 
Dear Commissioner: 
 

In compliance with instructions and pursuant to statutory provisions contained in 

Certificate of Authority No. 14.033, dated March 04, 2015, a risk focused examination has been 

made of the affairs, financial condition and management of the 

COMMONWEALTH INSURANCE COMPANY OF AMERICA 

hereinafter referred to as “the Company” and incorporated under the laws of the State of 

Delaware.  The Company’s registered office in the State of Delaware is located at 1209 Orange 

Street, Wilmington, Delaware. 

The report of examination thereon is respectfully submitted. 

 

SCOPE OF EXAMINATION 

The last examination was completed as of December 31, 2008.  This examination 

covered the period of January 1, 2009, through December 31, 2013, and encompasses a general 

review of transactions during the period, the Company’s business policies and practices, as well 

as management and relevant corporate matters, with a determination of the financial condition of 

the Company at December 31, 2013.  Transactions subsequent to the examination date were 

reviewed where deemed necessary. 

We conducted our examination in accordance with the National Association of Insurance 

Commissioners (NAIC) Financial Condition Examiners Handbook (Handbook) and generally 
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accepted statutory insurance examination standards consistent with the Insurance Laws and 

Regulations of the State of Delaware.  The NAIC Handbook requires that we plan and perform 

the examination to evaluate the financial condition and identify prospective risks of the 

Company by obtaining information about the Company including corporate governance, 

identifying and assessing inherent risks within the Company and evaluating system controls and 

procedures used to mitigate those risks.  The examination also included assessing the principles 

used and significant estimates made by management, as well as evaluating the overall financial 

statement presentation, management’s compliance with Statutory Accounting Principles and 

annual statement instructions when applicable to Delaware state regulations. 

The examination report addresses regulatory information revealed by the examination 

process.  During the examination, consideration was given to work performed by the 

Company’s external accounting firm, PricewaterhouseCoopers LLP (PWC), Boston, 

Massachusetts.  Certain auditor work papers have been incorporated into the work papers of the 

examiners and have been utilized in determining the scope and areas of emphasis in conducting 

the examination. 

In addition to items noted in this report, the topics below were reviewed without material 

exception and are included in the work papers of this examination: 

Corporate Records 
Fidelity Bonds and Other Insurance 
Risk Based Capital 
Employees and Agents Welfare 
Statutory Deposits 
Loss Experience 
Legal Actions 
Pensions, Stock Ownership and Insurance Plans 
All Assets and Liability Items Not Mentioned 
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SUMMARY OF SIGNIFICANT FINDINGS 

There were no material adverse findings, adjustments to the financial statements, or 

specific recommendations as a result of this examination. 

SUBSEQUENT EVENTS 

The Washington Department of Insurance issued an Order approving the Company’s 

relocation to Delaware, effective December 22, 2014.  The Delaware Department of Insurance 

issued the Company a Certificate of Domestication on December 31, 2014. 

COMPANY HISTORY 

The Company was incorporated under the laws of the State of Washington on October 

26, 1994 and commenced business on January 17, 1995.  The Company was wholly owned by 

Northbridge Indemnity Insurance Corporation (Northbridge Indemnity), which is wholly owned 

by Northbridge Financial Corporation (Northbridge Financial), which is wholly owned by 

Fairfax Financial Holdings Limited (Fairfax Holdings).  On January 7, 2013 Northbridge 

Indemnity sold 100% of the outstanding stock of the Company to TIG Insurance Company 

(TIG), a California domiciled insurer and indirect subsidiary of Fairfax Holdings. 

The Company re-domiciled from the State of Washington to Delaware on December 31, 

2014.  The transaction was approved by the Washington and Delaware Insurance Departments. 

MANAGEMENT AND CONTROL 

Pursuant to the general Corporation Laws of the State of Washington, as implemented by 

the Company’s Certificate of Incorporation and bylaws, the property and business of the 

Company shall be managed by the Board.  The bylaws provide that the number of directors that 

shall constitute the whole Board shall not be less than three members nor more than nine.  Each 

director shall be elected for a term of one year and serve until such director’s successor is elected 

and qualified. 
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The Board may appoint an Executive Committee from its members and designate one or 

more other committees. 

 

Board of Directors 

The Board of Directors, duly elected in accordance with the Company’s bylaws and 

serving as of December 31, 2013 was: 

Gregory Walter Kostiv Chief Underwriting Officer* 
Stewart James Woo  President, CEO and CFO* 
Dorothy Denise Whitaker * 
John Joseph Bator   
Nicholas Craig Bentley 
  

*Effective December 31, 2013 at 11:59 p.m. Kostiv, Woo and Whitaker resigned as Directors 
and Officers. 

 
The Board of Directors, duly elected in accordance with the Company’s bylaws and 

serving as of February 4, 2014 was: 

Nicholas Craig Bentley CEO and President 
John Joseph Bator  CFO, Treasurer and SVP 
Richard Joseph Fabian General Counsel, Secretary and SVP 
Nina Lynn Caroselli  SVP 

 

Officers 

The bylaws of the Company state that officers shall be elected or appointed by the Board.  

As of December 31, 2013, the Company’s principal officers and their respective titles are as 

follows: 

Stewart J. Woo   President, CEO and CFO* 
Gregory W. Kostiv   Chief Underwriting Officer* 
Donald M. Parry Secretary, Controller and Vice President (Mr. Parry   

retired and resigned 12/17/2013) 
 

*Effective December 31, 2013 at 11:59 p.m. Kostiv, and Woo resigned as Directors and 
Officers. 
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As of February 4, 2014, the Company’s principal officers and their respective titles are as 

follows: 

Nicholas Craig Bentley CEO and President 
John Joseph Bator  CFO, Treasurer and SVP 
Richard Joseph Fabian General Counsel, Secretary and SVP 
Michael Shane   Chief Actuary 
Nina Lynn Caroselli  SVP 
Frank Joseph DeMaria SVP 
Henry Woods Edmiston SVP 
James King Kelly  SVP 
 

Committees 

The Company’s bylaws provide that the Board may establish one or more committees.  

There are no committees at the Company level.  Corporate governance is administered at the full 

board level.  

Conflict of Interest 

The Company has in place an established conflict of interest policy and procedures for 

the disclosure of any material interest or affiliation by any director, officer or employee, which is 

likely to conflict with their official duties. 

 

 

Insurance Holding Company System 

The Company is a member of an insurance holding company system as defined under 18 

Del. C. § 50, “Insurance Holding Companies” of the Delaware Insurance Code.  Holding 

company registration statements were properly filed by the Company with the Delaware 

Insurance Department. 

The Company is a wholly owned subsidiary of TIG Insurance Company, a property and 

casualty insurer domiciled in California who has been in run off since 2002, which is ultimately 

owned by Fairfax Holdings.  Fairfax Holdings is publicly traded on the Toronto Stock Exchange 
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under the symbol FFH.  The following abbreviated organizational chart depicts the Company’s 

relationship within the holding company system at December 31, 2013: 

 

 

 

        

 

 

 

*The Company re-domesticated from Washington to Delaware on December 31, 2014.  This 
transaction was approved by the Washington and Delaware Insurance Departments.  Please see 
the “Subsequent Event” of this report for further details of this transaction. 
 
Intercompany Management and Service Agreements 

The Company was party to the following affiliated agreements in effect as of December 

31, 2013. 

Service and Cost Allocation Agreement 
 

Effective January 1, 2013, the Company entered into a service and cost-allocation 

agreement with its affiliates Northbridge Indemnity Insurance Company and Northbridge 

Commonwealth Insurance 
Company of America* 

Delaware

TIG Insurance Company 
California

TIG Insurance Group, Inc. 

TIG Holdings, INC 

Fairfax (US) Inc. 
 

FFHL Group Ltd. 

Fairfax Financial Holdings 
Limited 
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Financial Corporation.  The following services are provided to the Company as part of this 

agreement: 

 Claims payment and adjustment 
 Preparation of financial reports 
 Underwriting 
 Administrative 
 Books and records 
 Office space necessary for the Company to conduct its business 

 
Tax and Compliance Services Agreement 
 

Effective January 1, 2013, the Company entered into a tax and compliance services 

agreement with its affiliate Fairfax (US), Inc., which provides Federal, State and International 

Tax return preparation of checks and wires for Federal, State and International tax filings, bank 

reconciliations and escheat compliance with respect to the preparation of checks, and research, 

and compliance related to tax reporting in financial statements.  Allocation is made for tax 

payments to, or refunds received from Fairfax in amounts which would result from filing 

separate returns with federal taxing authorizes. 

 
 
 
 
Management Services Agreement 
 
 Effective January 1, 2013, the Company entered into a management services agreement 

with RiverStone Resources LLC (RiverStone).  This agreement provides the management, 

administrative and technical services necessary for a portion of the Company’s operations. 

Investment Agreement 
 

Effective January 1, 2003, the Company entered into an investment agreement with its 

affiliates, Hamblin Watsa Investment Counsel Ltd (HW) and Fairfax Holdings (FFH).  HW 

agrees to manage, on a continuous basis, the Company’s investment account under the terms and 
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conditions set out in the agreement.  FFH agrees to provide the investment administrative 

services set forth in Schedule A of the agreement. 

Claim Administrative Services Agreement 

 Effective January 01, 2013, the Company entered into a management services agreement 

with RiverStone Claims Management LLC (RiverStone Claims).  The Company appointed 

RiverStone Claims as its claims manager, legal representative and true and lawful attorney to act 

on its behalf and in its name in the course of providing the services to the Company.  Services to 

be provided include insurance claims and assumed reinsurance claims administration. 

Renewal Rights Transfer Agreement - US 
 
 Effective May 1, 2012, the Company entered into an agreement with its affiliate, Hudson 

Insurance Company, (Hudson) to sell, transfer and assign a significant portion of the renewal 

rights to its US commercial property business. 

Payment Assignment and Assumption Agreement 

 Effective December 17, 2012, the Company entered into an agreement with its affiliate, 

Northbridge Indemnity (“Assignee”) with respect to payments due under the May 1, 2012 

Renewal Rights Transfer Agreement. 

Renewal Rights Transfer Agreement - Canada 
 

Effective December 20, 2012, the Company entered into an agreement with its affiliate, 

Northbridge Indemnity to sell, transfer and assign its renewal rights for certain of its Canadian 

cross-border policyholders to Northbridge Indemnity. 

Intercompany Management and Services Agreements 

 On November 1, 2014, the Company entered into a Master Administrative Agreement 

with various affiliates to provide certain administrative and general services or facilities on 

behalf of each of the other parties. 
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TERRITORY AND PLAN OF OPERATION 

Territory 

As of December 31, 2013, the Company was licensed in 48 states and the District of 

Columbia. 

Plan of Operation 

The Company has no current plans to write new business and is in run off.  The 

Company’s primary on-going focus is the orderly resolution of claims, settlement of its 

obligations and collection of reinsurance and other recoverable balances.  Any remaining written 

premium activity primarily represents the impact of final premium adjustments and cancellations 

and is currently at immaterial levels.  The Company’s day to day operations are managed by its 

affiliate, RiverStone. 

 

GROWTH OF THE COMPANY 

The following information was obtained from the Company’s filed Annual Statements 

and covers the five proceeding years since its last examination (2008): 

 
Year 

 
Admitted Assets 

 
Liabilities 

Unassigned   
Surplus 

Net Written 
Premiums 

 
 Net Income 

2008 $54,001,588 $30,317,654 $ 3,754,224 $ 13,717,527 $     138,913 

2009 $45,013,498 $20,055,698 $ 5,028,090 $   7,333,236 $     279,674 

2010 $40,925,085 $16,744,177 $ 4,251,198 $   6,101,405 $ (1,606,464) 

2011 $25,364,297 $17,444,625 $ (12,010,038) $   7,736,103 $  1,029,133 

2012 $23,875,508 $ 7,724,959 $ (3,779,161) $ (1,720,980) $ 1,178,318 

2013 $28,881,286 $ 9,488,974  $    (537,398) $    (483,668) $ 1,157,166 

Since December 31, 2008, growth of the Company has taken the form of the following: 

 Approximately 47% decrease in admitted assets 
 Approximately 69% decrease in liabilities 
 Approximately 100% decrease in unassigned surplus 
 Approximately 100% decrease in net written premiums 
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 Approximately 830% increase in net income 
 

In 2009, total assets decreased $9 million (16.6%) primarily due to negative cash flow 

from operations.  The company collected $6.7 million less premium in 2009, due to the decrease 

in premium written. 

In 2010, total assets decreased $4.1 million (9.1%) primarily due to negative cash flow 

from operations. 

In 2011, total assets decreased $15.6 million (38.0%) primarily due to non-admitting 

$16.9 million short-term investments under the prescribed statutory accounting practices of the 

State of Washington.  The decrease in unassigned surplus was also mainly due to the 

aforementioned non-admitted asset.  During 2012, the Company sold the non-admitted short-

term investments and purchased admitted investments.   

In 2012, the Company sold the renewal rights to its US property business to an affiliate, 

Hudson and certain of its Canadian cross border business to an affiliate, Northbridge Indemnity.  

Due to these transactions, premium receivable, unearned premium and ceded reinsurance 

premiums payable decreased significantly. 

In 2013, the Company liabilities increased $1.8 million (23%) primarily due to the 

increase in securities payable of $7 million and the prior year decrease of net loss reserves of $3 

million due to favorable development and the decrease in provision of reinsurance of $2.5 

million. 

REINSURANCE 

Assumed 

The Company did not assume any business at December 31, 2013. 
 
Ceded 
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The Company had numerous ceded reinsurance treaties in effect at December 31, 2013.  

The Company limits its liability to a maximum amount on any one loss of $500,000 and any one 

event to $25 million.  In addition, the Company has obtained reinsurance to limit its liability in 

the event of a series of claims arising out of a single occurrence. 

The Company has no current plans to write new business and is in run off.  The 

Company’s primary on-going focus is the orderly resolution of claims, settlement of its 

obligations and collection of reinsurance and other recoverable balances.  Any remaining written 

premium activity primarily represents the impact of final premium adjustments and cancellations 

and is currently at immaterial levels.  

ACCOUNTS AND RECORDS 

The accounts and records review included an evaluation of the Company's operational 

and organizational controls.  The general ledger account balances were reconciled and traced to 

amounts reported in the Annual Statement for the most recent year under review.  All balance 

sheet accounts were summarized and traced to the appropriate asset exhibits and liability lines 

within the Annual Statement. 

The independent certified public accounting firm, PricewaterhouseCoopersLLP, audited 

the Company’s records for the examination period.  Audit reports and applicable work papers 

were made available for the examiner’s use. 

Based on the examination review of the Company's accounts and records related to its 

filed 2013 Annual Statement, observations, discussions with management, and our review of 

financial reporting processes and controls, the Company's accounting systems, processes and 

procedures were found to conform to required insurance accounting practices. 
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FINANCIAL STATEMENTS 

The financial condition of the Company and the results of its operations for the-year 

ended December 31, 2013 are reflected in the following statements: 

Assets; 
Liabilities, Surplus and Other Funds;  
Statement of Income;  
Reconciliation of Capital and Surplus for the exam period 

  



Commonwealth Insurance Company of America 
Examination as of 12-31-13 

 13

 
 

Commonwealth Insurance Company of America 
 

Assets 

For The Year Ended December 31, 2013 

 

 
  

Note
Bonds 1,378,733$       1
Cash and short term investments 27,306,541       1

Subtotals 28,685,274$     

Investment income due and accrued 46,440
Uncollected premiums and agents' balances (9,964)
Amounts recoverable from reinsurers 157,643
Aggregate write-ins for other than invested assets 1,893

Total Assets 28,881,286$     
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Commonwealth Insurance Company of America 
 

Liabilities, Surplus and Other Funds 

For The Year Ended December 31, 2013 

 
 
  

Note
Losses 596,145$             2
Loss adjustment expenses 79,055                 2
Other expenses 47,112                 
Current federal income taxes 397,868               
Ceded reinsurance premiums payable 102,699
Provision for reinsurance 1,224,600
Payable to parent, subsidiaries and affiliates 24,806
Payable for securities 6,992,621 3
Aggregate write-ins for liabilities 24,068

Total Liabilities 9,488,974$          

Common capital stock 3,000,000$          
Gross paid in and contributed surplus 16,929,710
Unassigned funds (surplus) (537,398)

Surplus as Regards Policyholders 19,392,312$        

Total Liabilities, Surplus & Other Funds 28,881,286$        
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Commonwealth Insurance Company of America 

 
Statement of Income 

For The Year Ended December 31, 2013 

  

Underwriting Income
Premiums earned (114,592)$        

Deductions
Losses incurred (1,690,143)
Loss adjustment expenses incurred (241,063)
Other underwriting expenses incurred 384,094
Aggregate write-ins for underwriting deductions (57,160)

Total underwriting deductions (1,604,272)

Net underwriting (loss) 1,489,680

Investment Income
Net investment income earned 30,909
Net realized capital gains 0

Net investment gain 30,909

Other Income
Net gain from premium balances charged off 37,477
Aggregate write-ins for miscellanious income 29,968

Total other income 67,445

Net income before federal income taxes 1,588,034

Federal income taxes incurred 430,868

Net Income 1,157,166$      
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Reconciliation of Capital and Surplus for the exam period  

Common 
Capital Stock

Paid In & 
Contributed 

Surplus
Unassigned 

Funds (Surplus) Total
December 31, 2008 $3,000,000 $16,929,710 $3,754,224 $23,683,934

2009
   Operations (1) 1,273,866       1,273,866      
2010
   Operations (1) (776,891)        (776,891)        
2011
   Operations (1) (16,261,238)   (16,261,238)   
2012
   Operations (1) 16,230,879     16,230,879    
   Dividends (2)       (8,000,000)      (8,000,000)
2013
   Operations (1) 3,241,762       3,241,762      

December 31, 2013 $3,000,000 $16,929,710 ($537,398) $19,392,312

 
 

(1) Operations is defined as: net income, change in net unrealized capital gains or (losses), 
change in net unrealized foreign exchange capital gains or (losses), change in net deferred 
income tax, change in non-admitted assets, change in AVR, change in provision for 
reinsurance and aggregate write-ins for gains and losses in surplus. 
 

(2) The Company paid an extraordinary dividend during 2012 in the amount of $8,000,000. 
Prior approval from the Washington Department of Insurance was obtained before 
payment. 

 
Common Capital Stock 

As of December 31, 2013, the Company had 1,000,000 shares of $10 par value 

authorized and 300,000 shares issued and outstanding for a total paid in capital of $3,000,000. 

Dividends 

The Company declared an extraordinary dividend in the amount of $8,000,000 in 2012 

and on December 28, 2012, it paid the dividend.  The extraordinary dividend was approved by 

the Washington Insurance Department. 
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SCHEDULE OF EXAMINATION ADJUSTMENTS 

No examination changes were made as a result of this examination. 

 

NOTES TO FINANCIAL STATEMENTS 

Note 1 – Bonds      $   1,378,733 
Note 1 – Cash and Short-Term Investments $ 27,306,541 
 

The above-captioned amounts, which are the same as reported by the Company in its 

Annual Statement, have been accepted for purposes of this report. 

The Company's bond and cash holdings comprised 100% of total invested assets and 

approximately 99.5% of total admitted assets. 

The Company’s bond portfolio consisted of three statutory deposits. 

Note 2 – Losses $  596,145 
Note 2 – Loss Adjustment Expense    $    79,055 
 

The above-captioned amounts, which are the same as reported by the Company in its 

Annual Statement, have been accepted for purposes of this report. The examiner reviewed the 

Company’s actuarial opinion, the CPA’s review of losses and LAE and subsequent development 

in 2014. The examiner concluded that the reserves were reasonable at December 31, 2013.   

Note 3 – Payable for Securities         $  6,992,621 

The above-captioned amount, which is the same as reported by the Company in its 

Annual Statement, has been accepted for purposes of this report. 

The amount consisted of securities purchased by the Company on December 30, 2013, 

but not settled until January 2014. 
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COMPLIANCE WITH PRIOR EXAMINATION RECOMMENDATIONS 

The prior examination report, as of December 31, 2008, was prepared by the Washington 

Insurance Department disclosed no comments or recommendations.  The exam report did note 

seven exceptions, all of which the Company complied with. 

SUMMARY OF RECOMMENDATIONS 

No recommendations were made as a result of this examination. 

 

CONCLUSION 

 The following schedule shows the results of this examination and the results of the prior 

examination with changes between the examination periods: 

Increase

Description December 31, 2008 December 31, 2013 (Decrease)

Assets $54,001,588 $28,881,286 ($25,120,302)

Liabilities $30,317,654 $9,488,974 ($20,828,680)

Common Capital Stock 3,000,000                 3,000,000 -                          

Gross Paid In and Contributed Surplus 16,929,710               16,929,710 -                          

Unassigned Funds (Surplus) 3,754,224                  (537,398) (4,291,622)          

Total Surplus as Regards Policyholders  $23,683,934 $19,392,312 ($4,291,622)

Totals $54,001,588 $28,881,286 ($25,120,302)

  

 
 Respectfully submitted,  

____________________ 
 Greg Taylor, CFE 

 Examiner-In-Charge 
 State of Delaware 

 


