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Applicant Name: Commonwealth Insurance Company of America NAIC No. 10220-0158
FEIN:  91-1673817

Uniform Certificate of Authority Application
QUESTIONNAIRE

Directions: Each "Yes" or "No" question is to be answered by marking an "X" in the appropriate space. All questions should be
answered. If an applicant denotes a question as “Not Applicable” (N/A) an explanation must be provided. Other answers and
additional explanations or details may be provided in writing attached to the questionnaire. Please complete this form and file it with
the company's application for a Certificate of Authority.

1. 1, John I. Bator hold the position(s) of Senior Vice President and Chief Financial Officer with the applicant.

2. A. Has the applicant transferred or encumbered any portion of its assets or business, or has its outstanding capital stock been
directly or indirectly pledged?
Yes No_ X__
B. Has the applicant merged or consolidated with any other company within the last five Years?
Yes No_ X

If the answer to either question is yes, provide the details in writing and attach to the Questionnaire.

3. Is applicant presently negotiating for or inviting negotiations for any transaction described above?
Yes No_ X__

If yes, provide the details in writing and attach to the Questionnaire.

4,  Has the applicant ever changed its name?
Yes No_ X -

If Yes, attach copies of the instruments effecting such transaction certified by the Secretary over corporate seal as a true copy
of the originals, including any official state regulatory approvals and filing data.

5. A. Has the applicant undergone a change of management or control since the date of its latest annual statement filed in
support of this application?
Yes No_ X

B. Does the applicant contemplate a change in management or any transaction that would normatly result in a change of
management within the reasonably foreseeable future?
Yes No X

If the answer to either question is yes, provide the details in writing and attach to the Questionnaire.

6. s applicant owned or controlled by a holding corporation?
Yes X No

A. If yes, attach and make a part hereof an affidavit by an executive officer of the applicant who knows the facts listing the
' principal owners (10% or more of the outstanding shares) of such holding corporation by name and residence address,
business occupation and business affiliations.

See attachment.

7. Is applicant owned, operated or controlled, directly or indirectly, by any other state, or province, district, territory or nation or
any governmental subdivision or agency?
Yes No_ X

If yes, provide the details in writing and attach to the Questionnaire

©2000-2011 National Association of Insurance Commissioners 1 (rev) Nov. 52011
FORM 8



- Pashaahl

Applicant Name: Commonwealth Insurance Company of America NAIC No. 10220-0158

10.

12,

14,

FEIN:  91-1673817

A. Has the applicant’s certificate of authority to do business in any state been suspended or revoked within the last ten
years?
Yes No_ X

B. Has its application for admission to any state been denied within the last ten years?
Yes___ No_ X_

If the answer to either question is yes, provide the details in writing and attach to the Questionnaire.

Has any person who is presently an officer or director of applicant been convicted on, or pleaded guilty or nolo contendere to,

an indictment or information in any jurisdiction charging a felony for theft, larceny or mail fraud or, of violating any
corporate securities statute or any insurance statute?
Yes No_ X

If yes, provide the details in writing and attach to the Questionnaire.

Is applicant presently engaged in a dispute with any state of federal regulatory agency?
Yes No X_

If yés, provide the details in writing and attach to the Questionnaire.

Is applicant a plaintiff or defendant in any legal action other than one arising out of policy claims?
Yes No_ X

If yes, provide a summary of each case and an estimate of company's probable liability, if any, and attach to the
Questionnaire.

Does the applicant purchase investment securities through any investment banking or brokerage house or firm from whom

any of appllcants officers, directors, trustees, investment committee members or controlling stockholders receive a
commission on such purchases?

Yes No X
If yes, provide the details in writing and attach to the Questionnaire.

Is applicant a

A. Bank,
Yes No_ X

B. Bank holding company, subsidiary or affiliate
Yes No_ X__

C. Financial holding company
Yes Noe X

D. Other financial institution
Yes No_ X__

If yes, identify the bank(s), bank holding company(ies) or financial institution and the affiliation of the applicant. Provide the
details in writing and attach to the Questionnaire.

Has the applicant, within 18 months last preceding the date of this affidavit, done any of the following:?

. A. Made a loan to an entity owned or controlled directly or through a holding corporation by one or more of applicant’s

officers, directors, trustees or investment committee members, or to any such person?
Yes No X
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Applicant Name: Commonwealth Insurance Company of America

15.

NAIC No. 10220-0158
FEIN:  91-1673817

B. Sold or transferred any of its assets or property, real or personal to any such entity or person?
Yes No_X_

C. Had its outstanding capital stock directly or mdlrectly pledged for the debt of an affi liate?
Yes No X

D. Purchased securities, assets or propérty of any kind from an entity owned or controlled by cne or more of applicant’s
officers, directors, trustees, or any persons. who have authorlly in the management of applicant's funds (including a
controlling stockholder)?

Yes No_ X __

[f the answer to any of the last four questions is affirmative, did any officer, director, trustee or any person who had authonty

in the management of applicant's funds (including a.controlling stockholder) receive any money or valuable thing for

negotiating, procuring, recommending or aiding in such transaction?
Yes No

If yes, provide the details in writing and attach to the Questionnaire.

Attach an organizational depiction (in the format of a flow chart) 'showing the various executive management and directors

offices and related material functions that requiré intérnal control oversight of the applicant, with the name and official title

of those responsible for those offices/functions and the portions of the organizaticn they oversee. Material functions should
include, but are not limited, to underwriting, claims adjustment/payments, premium accounting, claims accounting,
marketing, financial reporting, and investment management. Note any executive or key staff that have access to funds or bank.
accounts. Submit a map or narrative explaining where offices are geograph:cally located and the appmxlmate number of

employees at each location. .

See attachment.

A. Designate any common facilities and/or any of the above functions that are shared with affiliates.

B. Designate any of the above office/functions that are delegated to third parties;

C. Attach copies of signed agreements for office functions delegated to either afﬁliates,dr third parties.

D. Asapplicable, attach-a separate chart reflecting any other management positions (if different than what was noted above)
that exercise control over insurance operations in other jurisdiction where the applicant company is seeking admission.

E. Attach any similar information that was submitted to lenders or investment partners.
Provide a detailed description of the applicant’s sales teéhniques. The description should include:

Commonwealth Insurance Company of America has no current plans to write new busmess as it is in run-off.
These questions are not appllcable

Information regarding recruitment and training of sales representatives.
[dentification as to whether the applicant will be a direct writer or will us¢ agents, brokers or a combination thereof.

Explanation of the compensation and control to be provided by the applicant to its agents, brokers or sales personnel.

o 0w »

Sample copies of ahy agreements entered into between the applicant and its agents or brokers.

E. If the applicant will use a specific agency or managing general agent, identification of the agency or managing general
agent and a copy of the agreement for this arrangement.

F. Sample contract forms of all types used and remuneration schedule, including those for general agents, if any.
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Applicant Name: Commonwealth Insurance Company of America NAIC No. 10220-0158

FEIN:  91-1673817

17. For each state in which the applicant is filing explain:

A. The product lines currently sold or planned by the applicant,

Commonwealth Insurance Company of America is currently licensed to ‘\"vrite the following types of insurance in
Delaware: Property, Marine and Transportation, Casualty, Full Vehicle, Liability, Burglary and Theft, Glass,
Boiler and Machinery, Leakage and Fire Extinguisher Equipment, Malpractice, Elevator, Entertainment and
Miscellaneous. As part of the re-domestication, Commonwealth Insuranée Company of America has no current
plans to write new business as it is in run-off. Commonwealth Insurance Company of America is seeking licenses
to write Health Insurance, Surety and Workers’ Compensation in' Delaware to match its current licensing
structure, however it has no plans to actually write business.

Specialty line or lines currently sold and planned,

None.

Captive business,

None.

The applicant’s marketing plan, including a description of the financial, corporate or other connections productive of
insurance, .

Commonwealth Insurance Company of America has no current plans to write new business as it is in run-off.

The applicant’s current and éxpected competition (both regionally and nationally) and

Commonwealth Insurance Company of America has no current pl;ms to write new business as it is in run-off.
How each state m which admission has been requested fits into the marketing plan. General description of the classes to
be transacted is not an adequate response. For example, if the applicant plans to market credit life and disability products

tailored for use by credit unions, simply stating that it will transact credit life .ahd disability is inadequate.

Commonwealth Insurance Company of America has no current plaos to write new business as it is in run-off.

18.  If a parent, subsidiary and/or affiliated insurer is admitted for the classes of insurance requested in the pending application,
please differentiate the products and/or markets of the applicant from those of the admitted insurer(s).

Commenwealth Insurance Company'of America has no current plans to write . - new business as it is in

run-off.

19.  Provide a detailed description of the advertising that will be used by the applicant to market its products in each state. Include
a detailed explanation as to how the applicant will develop, purchase, control and supervise its advertising,

Commonwealth Insurance Company of America has no current plans to write new business as it is in run-off.

20. For each State, explain in detail the following:

A. How the applicant’s policies will be underwritten, including the issuance of policies and endorsements,
B. How policies will be cancelled,
C. How .premiums and other funds will be handled and
D. How personnel will be trained, supervised, and compensated.
©2000-2011 National Association of Insurance Commissioners 4 (rev)Nov, 5, 2011
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Applicant Name: Commonwealth Insurance Company of America NAIC No, 10220-0158
FEIN:  91-1673817

See attachment.
21.  Explain in detail how the apblicant will adjust and pay claims. See attachment.
A. Describe how you will train, supervise and compensate the personnel handling claims adjusting and claims payment.
B. Provide detailed information as to how and by whom claim reserves will be set and modified.
‘C. Does applicant pay any repfesentative given discretion as to the setttement or adjustment of claims whether in direct
negotiation with the claimant or in supervision of the person negotlatmg, a compensation which is in any way contingent

upon the amount of settlement of such claims?
Yes No X_

22. s applicant a member of a group of companies that shares any of the following:

A. Common facilities with another company or compames
Yes_ X_ No_

B. Services (e.g. accounting personnel for financial statement preparation)
Yes X WNo

C. Or, is a party to a tax allocation agreement in common with another company
Yes_ X_ No :

If the answer to any of the above is Yes, explain the division of costs between participants. If costs are pro-rated, what is the
basis for division? Attach a copy of relevant contracts and include a summary of any attached contract.

See attachment.

©2000-2011 National Association of Insurance Commissioners 5 {rev)Nov. 5, 2011
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Applicant Name: Commonwealth Insurance Company of America NAIC No. 10220-0158
FEIN: - 91-1673817

23, Does applicant have any reinsurance contracts which contracts that in effect provide that applicant will reimburse or
indemnify the Reinsurer for losses payable there under?
Yes No X_

Delaware Department of Insurance?
(Name of Application State)
Yes No_ X

i
{
|
‘ I 24.  Does any salaried employee or officer, exclusive of a director, presently have in force a license as an insurance broker by the
!

If yes, please identify his/her license and position held with applicant.

25.  Does applicant have outstanding unexercised stock options?
Yes No_ X

A. Ifso, to whom and in what number of shares?

B. If options are outstanding for a number of shares greater than 10% of the number of shares presently issued and
outstanding, a copy of the option form and of the plan pursuant to which they were granted are attached.

26.  Are any of the applicant's policies being sold in connection with a mutual fund or mvestment in securities?
Yes  No X NotApplicable

If Yes, supply details including all sales literature which refers to the insurance and mutual fund or other investment literature
that refers to the insurance and mutual fund or other investment plan connection.

i 27 If applicant is applying for authority to write Variable Annuities, provide the following: N/A

a) Copy(ies) of any third party management or service contracts

b) Commission schedules '

- ¢) Five-year sales and expense projections

- d) A statement from the insurer's actuary describing reserving procedures including the mortality and expense risks which
the insurer will bear under the contract

¢) Statement of the investment policy of the separate account

fy Copy of the variable annuity prospectus as filed with the SEC unless the separate account is not required to file a
registration under the federal securities law.

g) Copies of the variable annuity laws and regulations of the state of domicile

h) Ceopy(ies) of the variable annuity contract(s) and application(s)

i) A description of any investment advisory services contemplated relating to Separate Accounts

j) Board of Directors reselution authorizing the creation of the separate account

©2000-2011 National Association of Insurance Commissioners 6 (rev)Nov. 5, 2011
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Applicant Name: Commonwealth Insurance Company of America NAIC Neo. 10220-0158

28.

29.

30.

FEIN: 91-1673817
If applicant is applying for authority to write Variable Life Insurance, provide the following: N/A

a) Copy(ies) of variable life policy(ies) the company intends to issue

b) Name and experience of person(s) or firm(s) proposed to supply consuiting, investments, administrative, custodial or
distribution services to the company

¢) Disclose whether each investment advisor i) is registered under the Investment Advisers Act of 1940, or ii) is an
investment manager under the Employee Retirement Income Secunty Act of 1974, or iii) whether the insurer will
annually file required information and statements concerning each investment advisor as required by its domiciliary state

d) " Copy of the variable life prospectus as filed with the SEC unless the separate account is not required to file a registration
under the federal securities law

€) Statement of the investment policy of any separate account, and the procedures for changing such policy

f) Copies of the variable life insurance laws and regulations of the state of domicile

g} A statement from the insurer's actuary describing reserving procedures including the mortality and expense risks which
the insurer will bear under the contract

h) Standards of suitability or conduct regarding sales to policyholders

i) Statement specifying the standards of conduct with respect to the purchase or sale of investments of separate accounts
(i.e. Board resolution) - ,

j) Board of Directors resolution authorizing the creation of the separate account

If applicant is applying for authority to write Life Insurance, has applicant at any time in any jurisdiction while operating
under its present management, or at any time within the last five years irrespective of changes in management, taught or
permitted its agents to sell insurance by using any of the following devices, or répresentations resembling any of the
following: N/A

A “Centers of influence” and “advisory board,”
Yes No

B. A charter or founder’s policy,
Yes No '

C. A profit sharing plan,
Yes No

D. Only a limited number of a certain policies will be seold in any given geographical aréa;
Yes No

E. “Profits” will accrue or be derived from mortallty savings, lapses and surrenders, investment earnings, savings in
administration;
Yes No

F. A printed list of several large American or Canadian insurers showing the dollar amounts of "savings”, "profits” or

"earnings” they have made in such categories.

Yes  No
If the answer to any of the above is yes, supply a complete set of all sales material including the sales manual, all company
instructional material, brochures, illustrations, diagrams, literature, “canned” sales talks, copies of the policies which are no
longer in use, list of states where such methods were used and the date (by year) when they were used, the approximate
amount of insurance originally written in each state.on each policy form thusly sold, the amount currently in force, and the
lapse ratio on each form year by year and cumulatively in gross to the present date.

Does the company pay, directly or indirectly, any commission to any officer, director, actuary, medical director or any other
physician charged with the duty of examining risks or applications?
Yes No Not Applicable X

If yes, provide the details in writing and attach to the Questionnaire.

©2000-2011 National Association of Insurance Commissioners 7 {rev)Nov. 5, 2011
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Applicant Name; Commonwealth Insurance Company of America NAIC No. 10220-0158
i FEIN:  91-1673817

The following questions are to be completed only if the company is redomesticating to another state.

31.  Does the company have any permitted practices allowed by its current state of domicile?
Yes No_ X Not Applicable

If yes, provide the details in writing and attach a copy of the state of domicile’s approval to the Questicnnaire.

32.  Does the company’s current state of domicile prescribe any practices of the co_mpany that are not in accordance with?
a. Laws, regulations or bulletins of proposed state of domicile;
Yes No X Not Applicable
If yes, provide the details in writing and attach to the Questionnaire.
b. Reserving requirements of proposed state of domicile; or
Yes No _ X__ Not Applicable
If yes, provide the details in writing and attach to the Questionnaire.
¢. NAIC guidelines
Yes No X  Not Applicable

If yes, provide the details in writing and attach to the Questionnaire.

33. Wil the company’s investments comply with the mvestment laws, regulanons or bulletins of the proposed state of domicile?
Yes_ X No__ NotApplicable

If no, provide the details in writing and attach to the Questionnaire.

i

1 |
|I| 34, Does the company have any outstanding surplus notes?
I Yes ~ No_ X NotApplicable

If yes, provide the details in writing and attach to the Questionnaire and attach copy(les) of the surplus notes reflecting the
state of domicile’s approval.

—
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Commonwealth Insurance Company of America NAIC No. 10220-0158
: FEIN: 91-1673817

Uniform Certificate of Authority Application
Questionnaire — Additional Information -

Question 6:

Commonwealth Insurance Company of America is ultimately owned by Fairfax Financial
Holdings Limited. An Affidavit listing the principal owners of such holding corporation is
attached hereto.

Question 15:

Attached is an organization deplCtlon showing the various executwe management and directors
offices and material functlons '

Question 15 A, B, C:

Commonwealth Insurance Company of America is a member of a group Qf companies that
shares common facilities and services with RiverStone Resources LLC and RiverStone Claims
Management LLC. Attached are copies of all intercompany agreements:

1. Service and Cost-Allocation Agreement between Commonwealth Insurance
Company of America and affiliated companies Northbridge Indemnity
Insurance Corporation and Northbridge Financial Corporation, dated January
1,2013. : '

2 Investment Agreement between Commonwealth Insurance Company of
America, Hamblin Watsa Investment Counsel Ltd., an affiliated company, and
Fairfax Financial Holdings Limited, the ultimate controllmg parent company,
dated January'l, 2003.

3 Excess of Loss Reinsurance Agreement between Commonwealth Insurance
Company of America and an affiliated company, Northbridge Indemnity
Insurance Corporation, dated January 1, 2013,

4 Renewal Rights Transfer Agreement between Commonwealth Insurance
Company of America and an affiliated company, Northbridge Indemnity
Insurance Corporation, dated December 20, 2012.

5 Management Services Agreement between Commonwealth Insurance
Company of America and an affiliated company, RiverStone Resources LLC,
dated January 1, 2013.



6 Claim Administration Services Agreement between Commonwealth Insurance
Company of America:and an affiliated company, RiverStone Claims
Management LLC, dated January 1, 2013.

7 Inter-Company Tax Allocation Agreement between Commonwealth Insurance
Company of America and an affiliated company, TIG Holdings, Inc., as
amended on January 7, 2013.

8. Tax and Compliance Services Agreement between Commonwealth Insurance
Company of America and an affiliated company, Fairfax (US), Inc., dated
January 1, 2013.

Question 20 and 21:

20a. Underwriting

Commonwealth Insurance Company of America has no plans to write new business as it is in
run-off. All Commonwealth Insurance Company of America policies expired by April or May
of 2103 and none were renewed. Likewise, no new policies were written. It is unlikely that any
new claims will be forthcoming. Underwriting, policy issuance and endorsements are all
handled.in accordance with the terms outlined in the Service and Cost-Allocation Agreement as
of January 1, 2013 by and between Commonwealth Insurance Company of America,
Northbridge Indemnity Insurance Corporation and Northbridge Financial Corporation.

20b. Policy Cancellation

Commonwealth Insurance Company of America does not expect to have any policy cancellatlons
as it has no plans to write new business because it is in run-off.

20C. Premium and other Funds

Commonwealth Insurance Company of America has no plans to write new business as it is in
run-off. Premium and other funds are handled in accordarice with terms outlined in a Service
and Cost-Allocation Agreement as of January 1, 2013 by and between Commonwealth Insurance
Company of America, Northbridge Indemnity Insurance Corporation and Northbridge Financial
Corporation.

20d. Personnel Training

Back end operations are managed through service agreements with affiliates. There are no
employees of Commonwealth Insurance Company of America. '



21. Adjusting and Claim Payments

The claims are handled in accordance with terms outlined in a Claim Administration Services
Agreement as of January 1, 2013 by and between Commonwealth Insurance Company of
America and RiverStone Claims Management LLC. . The financial transactions are handled in
accordance with terms in a Service and Cost-Allocation Agreement as of January 1, 201 3 by and
between Commonwealth Insurance Company of America, Northbridge Indemnity Insurance
Corporation and Northbridge Financial Corporation.

There are six (6) remaining claims, all first party commercial property claims falling within first
party commercial property coverage. They encompass the followlng jurisdictions throughout the
U.S. - New York, Ohio, Washington, Oregon, Rhode Island and Georgia.

There is one claim from Iberia Parish, in which litigation was filed in Louisiana.

All Commonwealth Insurance Company of America pollc1es explred by April or May of 2013
and none of the policies were renewed Likewise, no new policies were written. It is unlikely
that any new claims will be forthcomlng . Commonwealth Insu;_ance Company of America has

‘no current plans to write new business as it is in run-off,

Question 22:

Division of costs between Commonwealth Insurance Company of America and affiliates are
allocated ona quarter lag based on gross claims reserves.

A. Facilities

Mailing and Administrative offices for RiverStone Resources, LLC, RiverStone Claims
Management, LLC and Commonwealth Insurance Company of America are located at 250
Commercial Street, Suite 5000 Manchester, NH 03101

B. Services performed for flnancial reporting and accounting functions are outlined in a Service
and Cost-Allocation Agreéement as of January 1, 2013 by and between Commonwealth Insurance
Company of America and affiliated companies Northbridge Indemmty Insurance Corporation
and Northbridge Financial Corporatlon and in a Management Services Agreement between
Commonwealth Insurance Company of America and an affiliated company, RiverStone
Resources, LLC dated January 1, 2013.

C. Tax Services that are shared are described in an Inter-Company Tax Allocation Agreement
between Commonwealth Insurance Company of America and an affiliated company, TIG
Holdings, Inc., as amended on January 7, 2013 and an Inter-Company Tax and Compliance
Services Agreement between Commonwealth Insurance Company of America and an affiliated

company, Fairfax (US), Inc. dated January 1, 2013.






AFFIDAVIT

STATE OF NEW HAMPSHIRE)
) ss:
COUNTY OF HILLSBOROUGH)

'I, the undersigned, being duly sworn, DO HEREBY CERTIFY that I am Senior Vice
President and Chief Financial Officer of Commonwealth Insurance Company of America, a
corporation duly organized and validly existing under the laws of Washmgton (“Company™).

- 1 DO HEREBY FURTHER CERTIFY that the following statements are true and
correct to the best of my knowledge and belief:

1. Fairfax Financiaeroldings Limited, a public Canadian financial services holding
company {“FFHL") listed on the Toronto Stock Exchange, indirectly controls the
Company.

2. V. Prem Watsa, the Chairman and Chief Executive Officer of FFHL, is the only
person who holds, directly or indirectly, 10% or more of the total votes attached
to all voting shares of FFHL. '

3. There are no other persons who beneficially own (directly or indirectly) or
exercise control or direction over more than 10% of the votes attached to any class of
shares of FFHL, except that, according to publicly available information, Southeastern
Asset Management, Inc. owns or controls 2,717,437, or 13.3%, of FFHL’s subordinate

voting shares.

4. Mr. Watsa’s remdentlal address is 21 Douglas Drlve Toronto, Ontario M4W 2B2,
Canada.

5. Mr. Watsa’s business occupation is Chairman and Chief Executive Officer of
FFHL..

6. As of June 30, 2014, FFHL has outstanding 20,437,903 subordinate voting shares
and 1,548,000 multiple voting shares. Each subordinate voting share carries one vote per
share at all meetings of shareholders except for separate meetings of holders of another
class of shares. Each multiple voting share carries ten votes per share at all meetings of
shareholders except in certain circumstances {(which have not occurred) and except for
separate meetings of holder of another class of shares. The outstanding subordinate
voting shares currently represent 56.9% of the total votes attached to all classes of
FFHL’s outstanding shares.

7. The Sixty Two Investment Company Limited (“Sixty Two”) owns 50,620 subordinate
voting shares and 1,548,000 multiple voting shares, representing 43.2% of the total votes
attached to all classes of shares of FFHL (100% of the total votes attached to the multiple



voting shares and 0.2% of the total votes attached to the subordinate voting shares.} V.
Prem Watsa controls Sixty Two and himself beneficially owns an additional 258,115
subordinate voting shares and exercises control or direction over an additional 2,100
subordinate voting shares. These shares, together with the shares owned directly by Sixty
Two, represent 44% of the total votes attached to all classes of shares of FFHL (100% of
the total votes attached to the multiple voting shares and 1.5% of the total votes attached
to the subordinate voting shares).

Senior Vice President and Chief Financial Officer

Sworn to before me thisQAVJday of July, 2014

M \/mgsunm

renda M. VanHirtum
BRENDA M. VanHIRTUM
* NOTARY PUBLIC - NEW HAMPSHIRE H¢
My Commission Expires May 8, 2019

Notary Public




Commonwealth Insurance Company of America

[Nicholas C. Bentley # President, Chairman and Chief Executive Officer

]

|

Nina Lynn Caroselli #

John J. Bator # Richard J. Fabian # Frank DeMaria # James Kelly # Henry Edmiston
Senior Vice President|{ Senior Vice President || Senior Vice President, || Senior Vice President|| Senior Vice Senior Vice President Regulatory
and Chief Financial || and Chief Operating General Counsel, ‘Worldwide President Affairs (Fairfax (US), Inc. Office
Officer Officer Secretary and Director Communtations Human - located in Texas
. of Litigation Resourées
|John J. Bator Senior Vice President, Chief Financial Officer and Treasurer *
Sara Smith * # Robert Kant * #
| Assistant Treasurer and Vice President
{ Assistant Vice President || Treasury & Investment
Management " * denotes Management which has
: -access 1o funds or bank accounts
Offices located in Manchester,
NH unless noted otherwise
Directors:

Nicholas C. Bentley
Nina Lynn Caroselli
Richard J. Fabian
John J. Bator

# denotes individuals who are also
company officers of RiverStone
Resources, LLC




Executive Management:
All executive management of Commonwealth Insurance Company of America are paid employees of RiverStone Resources, LLC

with the exception of Henry Edmiston who is an employee of TIG Insurance Company.
RiverStone Resources, LLC has an administrative office in Manchester, New Hampshire and employs approximately 190 associates.

John J. Bator is responsible for oversight of matenal functions in the finance group comprised of the operatlon of treasury; financial reporting;
actuarial and credit analysis functions.

Nina Lynn Caroselli is responsible for the oversight of Operations, Claims Department and Information Technology functions.

Richard J. Fabian oversees the Office of the General Counsel who has primary responsibility for legal matters related to the company's activities.
Additionally, all issues related to the corporate status, legal operations, corporate litigation, and resolution of coverage litigations and arbitrations
are managed by the Office of the General Counsel.

James Kelly is responsible for the oversight of the Human Resources team.

Offsite Associates with Access to Bank Accounts:

The following individuals are employees of Northbridge Indemnity Insurance Corporation, an affiliate service provider, each of whom
have access to funds and bank accounts for statutory and state deposit accounts as authorized signors:

Peter Uyeyama (oﬁ"lce location: Vancouver, BC)
David Ross (office location: Vancouver, BC)
Stewart Woo (office location: Vancouver, BC)

All bank account reconcilliations are performed in New Hampshire. Upon the re-domestication to Delaware, the authorized signors will be changed
to other employees of RiverStone Resources, LLC.




SERVIQE AND COS_T-’AI_.LOCATION AGREEMENT

This Service and Cost-Allocation Agreemant (the "Agreement’} is made and entered into
as of January 1, 2013 (the “Effective Date”), by and between COMMONWEALTH INSURANCE
COMPANY OF AMERICA an insurance company domiciled in the State of Washmgton (the
“Company”},. NORTHBRIDGE INDEMNITY INSURANCE CORPORATION, an insurance

- company incorporated under the laws of Canada ("NIIC"), and NORTHBRIDGE FINANCIAL

CORPORATION, a company organized and existing under the laws of Capada ("NBFC"), (NIIC
and NBFC hereafter collectively referred to as “Northbridge® or “Service Co.) {each sometimes
individually referred to as a “Parly” and collectively as “Parties”).

ARTICLE | RETAINER

COmpany hereby retains the servicas of Service Co, to parform certain functions on behalf
of Company's insurance business, subject to the terms, conditions and restrictions hereinafter
set forth. Service Co. hereby agrees to provide such services, subject. to the temms, conditions
and restnctlons hereinafter sat forth. . .

ARTICLE 1| SERVICES T0O BE PROVIDED -
Service Co. will provide fhe folloWing sefvices (collacuv'ely. the'“Services") to Company:

(a) Claims Pagmen'g and Adjustment - Subject to procedures eslabllshed by Company
: and communicated to Service Co., Service Co. will pay and adjust all claims arising

under individual insurance pohcles issued by Company. Company shall at afl times
hava the ultimate and final autharity In determining whether to pay or reject payment
on ciaims.

(b) ' Preparation of Financial Reggrta - Under the supervision of the Board of Directors
and responsible officers of Company, Service Co. will prepare all financial reports

required by Company for regutatory; management and other purposes. -

{¢) Underwriting — Subject to written underwriting standards established by Company
and communicated o Service Co., Service Co. will be responsible for providing all
underwriting services to the COmpany Company shall at all times have the ultimate
and final authonty in accepting or rejesting risks, to determine from whom they will
accept reinsurance assumed and fo whom they will cede remsurance

(d) Administrative Subjecl to the ultimate control and direction of Company’ s Board of
~ Directors, Service Co. will provide all administrahve clerical and other support staff
functions to Company

(e) Books and Records ~ Subject to the ultimate control and direction of Company’s
Board of Directors, Service Co. will maintain all books and records of Company,
including underwriting and claims files, corporate records, correspondence files and
other documents which relate to the conduct of Company’s business.



ARTICLE Il EACILITIES TO BE PROVIDED

Service Co. will provide the Company with office space necessary for the Company to
conduct its business.

ARTICLE IV GENERAL POWERS AND DUTIES

Except as provided in Paragraph B of this Article IV:

A.  Service Co. shall have all the powers and authority, both expressed and implied,
necessary, ordinary, usual and convenient to provide the Services in all of their aspects and in
all states and counties in which Company is authorized to conduct or underwrite insurance
business. .

B. Notwithstanding the provision of Paragraph A of this Adicle IV, the Company:

1. Shall have the ultimate responsibility for all underwriting decisions and retains
the right to overrule or rescind any actions taken by Service Co.

2. Shall own, have custody and control of, and shall have in its own possession
its general corporate accounts and records, all the records of its business and those records
necessary for the conduct of its business, except those corporate records necessarily
maintained by Service Co. in the operation of its business.

3. Shall have ultimate responsibility for the claims adjustment process and
claims payments, including the right to rescind any claims decision made by Service Co.

C. In providing any services hereunder which require the exercise of judgement by
Service Co., Service Co. shall perform any such service in accordance with any standards and
guidelines developed and communicated to be In, or not opposed to, the best interests of
Company, and in any event in accordance with the written standards and guidelines of
Company. If Service Co. cannot perform the requested services in a manner reasonably
calculated to be in, or not opposed to, the best interests of the Company, Service Co. shall so
advigse Company and shall, in an orderiy fashion, cease to perform the requested services.

D. The performance of services by Service Co. for Company pursuant to this
agreement shall in no way impair the absolute control of and responsibility for the business and
operations of Service Co. or Company by their respective Boards of Directors. The
performance by Service Co. under this Agreement with respect to the business and operations
of Company shail at all times be subject to the direction and control of the Board of Directors of
Company. Service Co. shall act hereunder so as to assure the separate operating identity of
Company. Notwithstanding any other provisions of this Agreement, ‘it is understood that the
business and affairs of Company shall be managed by its Board of Directors, and, to the extent
delegated by such boarnd, by its appropriately designated officers. The Board of Directors and
officers of Service Co. shall not have any management prerogatives with respect to the
business affairs and operations of Company.



ARTICLE V' COMPENSATION OF SERVICE CO.

Company agrees !o reimburse Serv'ice Co, for services and facliities provided pursuant to
this Agreement, Charges for such services and facilities shail be the one hundred percent of all
direct and directly allocable expenses, reasonably and equitably deterrnined to be attributable to
Company by Service Co.,-plus a markup of five percent. .

Within thirty (30) days after the end of each calendar quarter, Service Co, will submit to
Company a detailed written statement of the charges due for services and the use of facilities
pursuant to this Agreement in the preceding calendar quarter, including charges not included in
any previous statements, and any balance payable as shown in such statement shall be paid
within thirty (30) days following receipt of such statement.

Service Co. shall be responéible far maintaining full and accurate accounting records of all
services -rendered and facilities "'used pursuant to this Agreement and such additional
information as Company may reasonably request for purposes of their intemal bookkeeping and

accounting operations. Service Co. shall make such account records insofar as they pertain to -

the computation of charges hereunder available at its principle offices for audit, inspection and
copying by Company, or any govemmental agency having jurisdiction over Company, during all
reasonable business hours.

ARTICLE VI TERMINATION

A.  In the event that Service Co. fails to perform under this Agreement to the
satisfaction of Company, Company shall notify Service Co. of such failure in writing and shall

specify reasons for the dissatisfaction of Company. In the event that Service Co. shall not have.

conformed its performance to the satisfaction of Company within a period of ten {10) days from
and after such written notice, Company shall have the absolute right at the termmatlon of said
ten (10) day period to cancel thls Agreement.

B.  Unless. otherwrse terminated under Paragraph A of this Article VI, this Agreement
shall be effective as of the Effective Date_and shall remain in effect until terminated as provided
herein. This Agreement may be terminated immediately upon mutual agreement of the Parties,
or by either Party upon sixty (60) days advance wrillen notice to the other Party.

C. No later than ninety (90) days after the effective date of termination of this
Agreement, Service Co. shall defiver to Company a detailed written statement for all charges
incurred and not included in any previous statement to the effective date of termination. The
amount owed hereunder shall be due and payable within thirty (30) days of receipt of such
statement.

ARTICLE VIl ASSIGNMENT

This Agreement shall not be assigned in whole or in part by Service Co. without the written
consent of Company.

Signature e Follows



IN WITNESS WHEREOF, this Agreément has been duly.executed and’ delivered by the duly
authonzcd officers of the Parties as of the date first writien above. :

: Northbndge Fmanc?gﬁaoratlon
. By: -

i Name ?-ne\_ud&_ L
) Tltle C;M? Firoener OFfieestr 7
.

B‘ o oL .- I r
Nz "’ 57‘éwxa7‘uoffe) :
Tla;;lﬂ s f/fi‘ @?gmdﬁﬂér%

Northbndge lndemnlty insurance Corporatron ‘

By
Name:
Title: -

By:
NZme: v/ Un..aﬁ' J A/

Title: ,’ £ ol o v

Commcnwealth lnsurance Company of Amenca




INVESTMENT AGREEMENT

THIS INVESTMENT AGREEMENT (this “Agreement”), dated as of January 1, 2003, is
made by and among HAMBLIN WATSA INVESTMENT COUNSEL LTD. (“HW™),
FAIRFAX FINANCIAL HOLDINGS LIMITED (“FFH”) and COMMONWEALTH
INSURANCE COMPANY OF AMERICA. As used in this Agreement, “we”, “us” and
“our” shall refer to COMMONWEALTH INSURANCE COMPANY OF AMERICA,
and “you” and “your” shall refer to HW and FFH jointly.

In consideration of the mutual promised contamed herein, the partxes agree as follows:

Investment Management

1.

GACORPLLMEGAL\SHER\Hamblin Watse 1 Apil

We authorize HW to manage-on a continuous basis an investment account (the

. "Account”) on our behalf on the terms and conditions set out in this Agreement.

HW shall manage the Account in accordance with the investment objectives from
time to time communicated in writing by us to HW, subject. at all times to the
investment guidelines. Until .mutually agreed otherwise, the investment
guidelines shall be as set out in the investment guidelines -aftached hereto as
Schedule A. The investment guidelines shall at all times be in compliance with
the investment statutes of Washmgton.

Subject to Section 2 above, HW shall manage the Account in our pame and HW is
hereby authorized to take such action for the Account as HW, in your sole
discretion, may consider appropriate for the operation -of the Account including,
without limitation, the power to buy, sell and exchange and otherwise deal in all
securities which may at any time form part of the Account and to invest, in

. securities ‘selected by HW, all funds contained in, paid to or derived from the

operation of, the Account, except to the extent that HW otherwise instructed in

© writing by us.

The services to be performed by HW shall be performed only by officers and
employees who have appropriate qualifications. HW' agrees to pravide to us such
information as”we may reasonably request concerning the education and
experience of any individuals HW proposes to assign to the performance of such
services. Also, upon our request, HW agrees to provide a list of individual nanies
and a brief descriptibn of their responsibilities. HW agrees to promptly notify us
of any changes in HW’s staff involving individuals that perform material
functions on our Account.

The securities and funds of the Account have been deposited with and shall be
held by.U.S. Bank of Washington (or with such other custodian as is chosen by
you from time to time and is approved by the Washington Department of
Insurarice) (the “Custodian™) pursuant to an agreement which we have entered
into with the Custodian. We have instructed the Custodian to promptly follow

Ag WAldoc



your directions at all times and to providle HW with all such information
concerning the Account as HW may from time to time require in connection with
your management of the Account, including without limitation, copies of relevant
monthly statements.

5. Provided HW has used reasonable care and diligence, HW shall not be liable for
any damage, loss, cost or other expense sustained in the operation of the Account
or relating in any manner to the carrying out of your duties under this Agreement.

" Notwithstanding the foregoing, any losses suffered as a result of an error in
implementing investment decisions caused by HW's negligence or dishonesty are
to be fully reimbursed by HW. To the extent any errors occur in implementing
investment decisions, HW shall immediately notify us in writing of ali relevant
facts. HW shall bear full responsibility for any such errors to the extent such
errors result from HW’s negligence or dishonesty and shall be liable for all
financial injury to us resulting therefrom. We agree that HW shall be entitled to
assume that any information communicated by us or the Custodian to HW is
accurate and complete, and that in making investment decisions HW shall be
entitled to rely on publicly available information or on information which HW
believes to have been provided to you in good faith, in both cases barring actual
knowledge by HW to the contrary.

6. HW will provide us with a monthly statement and a quarterly presentation
respecting the securities held in the Account.

7. HW shall deliver in writing to us, as soon as practicable after implementation of
an investment decision, HW's confirmation of such implementation to enable us
to ascertain that such implementation has been effected pursuant to the guidelines
and procedures of our Board of Directors or a duly authorized committee thereof.
Otherwise, the nature and timing of HW’s reporting to us on the status of the
Account shall be at least quarterly, within forty-five (45) days after the end of
each quarter.

8. We acknowledge receipt of a copy of policies that HW has established to ensure
that investment opportunities are allocated fairly among HW’s discretionary
investment accounts and we confirm that these policies, until revised by HW, will
apply to the account,

Investment Administration

9. We authorize FFH to provide, and by signing below FFH agrees to provide, the
investment administration services set forth in Schedule A attached hereto, on our
behalf and on the terms and conditions set out in this Agreement, subject to such
guidelines, procedures and limitations as may be duly established and approved
by our Board of Directors or a duly authorized committee of said Board.

2
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General

10.  You shall be entitied to such fees for the services provided hereunder as FFH may
specify from time to time. Attached hereto as Schedule C as is a copy of the
current fee schedule and FFH agrees to give us thirty (30) days prior written
notice of any change in such schedule, which change shall require the approval of
the Washington Department of Insurance. . Such fees shall be the exclusive fees
and charges payable (excluding third party disbursements reasonably incurred) for
the services provided hereunder. As regards third party services, you will charge
us only the amount of your actual disbursements paid to arm’s length third parties
for such services, and HW will select as agents, brokers or dealers executing
orders or acting on the purchase or sale of portfolio securities only agents, brokers
or dealers operating in the United States. Such disbursements to third parties shall
be reported to us quarterly, provided, that we shall pay third parties such
disbursements directly if requested to do so by you.  We will pay you all fees and
disbursements hereunder not later than twenty (20)’ days after receiving your

: quarterly report.

All fees will 'be paid to.FFH and FFH shall reimburse HW for its investment
management services. HW acknowledges that it has no right under this
agreement to receive fees directly from us.

11.  Either you or FFH and HW may termmate this Agreement without penalty by
giving the other party at least thirty (30) days advance written notice of its desire
to terminate the same. In the event that the day upon which this Agreement is so
terminated is a day other than the first day of a calendar quarter, the fees payable
in accordance with paragraph 10 for such quarter shall be pro-rated and shal} be
determined having regard to the market value of the Account based upon the most
recent financial report whmh has been dehvered to you by the Custochan.

12. Al notices and communications to eaeh party to this Agreement shall be in

' writing and shall be deemed to have been sufficiently given if signed by or on
behalf of the party giving the notice and either délivered. personally or sent by
prepaid registered mail addressed to such party at the address of such party
indicated herein. Any such notice or communication shall be deemed to have been
received by any -such party if delivered, on the date-of delivery, or if sent by
prepaid registered mail on the fourth business day following mailing thereof to the
party to whom addressed.” For such purpose, no day during which there shall be a
strike or other occurrénce interfering with normal mail service shall be considered
a business day. .

13.  This Agreement shall enure to the benefit of and shall be binding upon the parties
hereto and their respective successors. This Agreement may not be assigred by

any party.

3
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14. We acknowledge that we have read and understood this Agreement and that we
have received a copy of the same. You and we each acknowledge that the terms
of this Agreement are the exclusive and conclusive terms of our mutual agreement
with regard to the subject matter hereof.

15.  Any dispute or difference arising with reference to the interpretation or effect of
this Agreement, or any part thereof, shall be referred to a Board of Arbitration
(the “Board”) of two (2) arbitrators and an umpire.

The members of the Board shall be active or retired disinterested officers of
insurance or reinsurance companies.

One arbitrator shall be chosen by the party initiating the arbitration and designated
in the letter requesting arbitration. The other party shall respond, within thirty
(30) days, advising of its arbitrator. The umpire shall thereafier be chosen by the
two (2) arbitrators. In the event either party fails to designate its arbitrator as
indicated above, the other party is hereby authorized and empowered to name the
second arbitrator, and the party which failed to designate its arbitrator shall be
deemed to have waived its rights to designate an arbitrator and shall not be
aggrieved thereby. The two (2) arbitrators shall then have thirty (30) days within
which to choose an umpire. If they are unable to do so within thirty (30) days
following their appointment, the umpire shall be chosen by the manager of the
American Arbitration Association and such umpire shall be a person who is an
active or retired and disinterested officer of an insurance or reinsurance company.
In the event of the death, disability or incapacity of an arbitrator or the umpire, a
replacement shall be named pursuant to the process which resulted in the selection
of the arbitrator or umpire to be replaced.

Each party shall submit its case to the Board within one (1) month from the date
of the appointment of the umpire, but this period of time may be extended by
unanimous written consent of the Board.

The Board shall make its decision with regard to the custom and usage of the
insurance and reinsurance business. The Board is released from all judicial
formalities and may abstain from the strict rules of law. The written decision of a
majority of the Board shall be rendered within sixty (60) days following the
termination of the Board’s hearings, unless the parties consent to an extension.
Such majority decision of the Board shall be final and binding upon the parties
both as to law and fact, and may not be appealed to any court of any jurisdiction.
Judgment may be entered upon the final decision of the Board in any court of
proper jurisdiction.

Each party shall bear the fees and expenses of the arbitrator selected by or on its
behalf, and the parties shall bear the fees and expenses of the umpire as
determined by the party, as above provided, the expenses of the arbitrators, the

4

GACORPLULEGAL\SHERD\Hemblin Watss Invesiment Agtinvestment Apreement-WAS doc



16.

17.

umpire and the arbitration shall be equally divided between th_e two parties. The
arbitrators may allocate any and all of the costs and fees agamst the losmg party
upon a determination that the position of the losing party was, in whole or in part,
groundless, specious or otherwise without ‘merit or asserted primarily for the
purposes of obfuscation or delay.

Additional terms and conditions applicable to this Agreement are set forth in
Schedule D. The provisions in Schedule A, Schedule B, Schedule C and
Schedule D attached hereto are hereby incorporated mto, and form part of, this
Agreement. :

This Agreement, including the schedules attached hereto and made a part hereof,
may only be amended by written agreement signed by the parties and approved by
the Washington Department of Insurance; provided, however, that any
amendment to Schedule A may become effective without the prior approval of the
Washington Department of Insurance, provided that such amendment shall be
filed with the Washington Department of Insurance not later than its effective date

and shall, if disapproved by the Washington Department of Insurance, be void as
of the date of. such dlsapprova.l

(Signatory Page to Follow)
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IN WITNESS WHEREOF, this Agreement is hereby executed by duly authorized
officers of the parties hereto as of the date first written above.

COMMONWEALTH INSURANCE COMPANY
OFAMERICA

BY:___ / -“"—4[]?’5
_ | AUTHORIZED SJGNAT
Agw»u_a M, ZZ:A)/ -

. NANE OF AUTHORIZED SIGNATORY

HAMBLIN WATSA INVW}LC\UNSEL LTD.

BY:

Au‘rHomzmb SIGNATURE

. BRiBN BRHQSTR&@-T
NAME OF AUTHORIZED SIGNATORY

FAIRFAX FINANCIAL HOLDINGS LIMITED
Y: VM%
& /AUTHORIZED SIGNATURE

RQANDLEN P, mART(N
NAME OF AUTHORIZED SIGNATORY
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Chapter 48.13 RCW
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Terms defined.
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RCW 48.13.010

Scope of chapter — Eligible investments.

(1} investments of domestic insurers shall be eligible to be held as essets only as prescribed in this chapter,

{2} Any particular investment of a domestic inswrer held by it on the effective date of this code and which was
& legal investment immedistely prior thereto, shall be deemed a legal investment hareunder.

(3} The eligibillty of an Investment shall be dstermined as of the date of its making or acquisition.

(4} Except as to RCW 4B.13.380, this chapter applies only to domaestic Insurers.

(1873 ¢ 151 § 2; 1947 c 79 § .13.0%; FAom. Supp. 1947 § 45.13.01.]

RCW 48.13.020

Generel qualifications.

(1] No security or other investment shall be eligible for purchase or ascquisition under this chapter unless it is
interest bearing or Interest accruing or dividend or incomse paying, is not then in default in any respect, and the
insurer is entitled to receive for Its exclusive account and benefit, tha interest or income accruing thereon; except,
(a} that an insurer may acquire real property as provided in RCW 48.13.160, and

b that this section shall not prevent particlpation by an insurer in a mortpege loan if the insurer, either
individually or jointly with other lenders, holds a senlor participation in such mortgsge or deed of trust giving it
substantially the rights of a first morigsges as to its interest in that loan.

{2) No security shall be efigible for purchase at a price above its market valie except voting stock of a
corporation being acquired es a subsidiary.

{3) No provision of this chapter shall prohibit the acquisition by an insurer of other or additional securities or
property if recelved as a dividend or as a lawfu! distribution of assets, or if acquired pursuant to a lawhd and
bona fide sgreement of bulk rainsurance or consolidation. Any investments so acquired through bulk reinsurance or
consolidation, which are not otherwiss elipible under this chapter, shall be disppsed of pursuant to RCW
48.13.290 if personal property or saecurities, or pursuant to ACW 48.13.170 if real property.

[19B3 1st ex.s. ¢ 32 § 2; 18B2 ¢ 218 § 2; 1967 ex.s. ¢ 95 § 11; 1947 ¢ 79 § .13,02: Remn. Supp. 1947 §
45.13.02.) -
NOTES: )

Severability — 1982 ¢ 218: Ses note following RCW 48.12.020

RCW 48.13.030

Limitation on securitias of one entily or a depository Institution.

{1} Except as set forth In RCW 48.13.273, an insurer shall not, except with the consent of the commissionar,
have at any time any combination of investments in or loans upon the security of the obligations, property, and
securities ' of any one person, institution, or municipal corporation aggregating an amount exceeding four percent of
the insurer's assets. This section shall not apply to investments in, or loans upon the security of general
obligations of the government of the United States or of any state of the United States, nor to investments in
foreign securlties pursuant to RCW 48.13.180(1), nor inciude policy loans made pursuant to RCW 48.13.190,

{2) An insurer shall not, except whh the consent of the commissionsr, have st any time investments in the
voting securities of p depository institution or any company which controls a depasitory institution aggregating an
amount exceeding five percent of the insurer’s admitted sssets.

[2001 c 21 § 1; 1883 ¢ 92 § 1; 1947 ¢ 79 § .13.03; Rem. Supp. 1947 § 45.13.03.]

RCW 48.13.040

Public oblgations.

An |nsurer may invest any of its funds in bonds or other evidences of debt, not in default as to principal or
interest, which ere valid and legally authorized obligations issued, assumed or guaranteed by the United States or
by any state thereof or by any territory or possession of the United States or by the District of Columbia or by
any county, city, town, village, municipality or district tharein or by any political subdivision thereof or by any
civil division or public instrumentality of one or more of the foregoing, if, by statutory or other legal requirements
applicable thersto, such obligations are payable, s to both principal and interest, {1} from taxes levied or required
to be levied upon all taxable property or all taxable income within the jurisdiction of such governmental unit or,
(2) from adequate special revenues pledged or otherwise appropristed or by law required to be providad for the
purpose of such payment, but not Including eny obligation payable solely out of special assessmenta on properties
benefited by local improvernents unless adequate security is evidenced by the ratio of assessment to the value of
the property or the obligation is additicnally secured by an adeguate guaranty fund required by law.

[1947 ¢ 79 § .13.04; Rem. Supp. 1847 § 45.13.04.]

RCW 48.13.050

Corporate ohligations.

Except as set forth In RCW 48.13.273, an insurer may invest any of its funds in obligations other than those
eligible for investment under RCW 48.13.110 if they aro issued, assumed, or guaranteed by any solvent institution



created or existing under the laws of the United Ststes or of any state, district or territory thereof, and are
guafified under any of the following:

(1} Obligations which are sscured by adsquate colisteral security end bear fixed Interest if during each of eny
three, Including the last two, of the five fiscal yeers next preceding the date of acquisition by the insurer, the
net earnings of the issuing, assuming or guaranteeing Institution svailable for its fixed charges, as defined In RCW
48.13.060, have been not less then one and one-fourth times the total of its fixed chargas for such year, In
determining the adeguacy of collateral security, not more than one-third of the total valus of such required
collateral shall consist of stock other than stock mesting the raqu:raments of RCW 48.13.080.

12) Fixed Interest bearing obligations, other than those dascribed in subdivision (1) of this section, if the net
earaings of the issuing, assuming of puaranteeing Institution avaltable for s fixed charges for a period of five
fisca] years next preceding the date of acquisiton by the insurer have sveraged per year not fess than one and
one-half times its average annual fixed charges epplicsble to such perlod and if during the fast year of such
perlod such net earnings heve been not less than one and one-half times its.fixed charges for such year.

{3) Adjustment, income or other contingent interest obligations if. the net earnings of the issuing, assuming or
guaranteelng institution -available for its fixed charges for.a period of five fiscal years next preceding the date of
eequisition by the Insurer have averaged par year nof less. than one and one-half times the sum of its average
annual fixed charges and ita average annual maximum contingent interest applicable to such perlod and if during
aach of the last two years of such period such nst sarnings have been not less than one end one-half times-the
sum of its fixed cherges snd maximum contingent Interest for such year.

[1993 c 82 § 2; 1947 ¢ 79 § .13.05; Rem. Supp. 1947 § 46.13.05.)

RCW 48.13.060

Terms defined.

{1) Certain terms used sre deflned for the purposes of this chaptar as follows:

{a) "Obligation" includes bonds, debentures, notes or other evidences of indebtedness.

{b) "Net eamings available for fixed charges®™ means net income after deducting operating and maintenance
expenses, taxes other than federal end state income taxes, deprecistion and depletion, but excluding extraordinary
nonrecurring items of income or expense- appearing in the ragular financlal statements of such institution,

{c) "Fixed charges” includes intersst on funded and unfunded debt, amortization of debt discount, and rentals for
leased properties.

{d} “Admitted assets” means the amount as of the last day of the most recently. concluded annual statement
year, computed in the same monnar as "assets” in ACW 48.12.010.

{e) “Aggregste amounmt” of medlum grade and lower grede obligations means the. aggregate ‘statutory statement
velue of these obligations thereof.

{f} "Institution” mesns a cosporation, 2 joint stock compeny, an essociation, a trust, a business partnership,
businoss [oint vemture, or similar entity.

{2) ¥ net eamings are determined in reilance upon consolidated -earnings stataments of parent and subsidiary
institutions, such net eamiings shall be determined after provislon for income taxes of subsidiaries and. after proper
allowance for- minority stock interest, if any; and the required coverage of fixed charges shall be computed-on a
basis including fixed charges and prafered dividends of subsidiaries other than those payable by such subsldiaries
to tha parant corporation or to sny other of such subsidiaries, except that if the minority common stock Intereat
in the subsidizry corporation is substantial, tha flxed chargea and preferrad dividends may be appaniuned in
aceordance with regulations prescribed by the commissioner.

[1993 ¢ 92 & 3; 1947 ¢ 79 § .13.06; Rem. Supp. 1947 § 45.13.08.}

RCW 4B.13.070 ,

Securities of moerged or reorganized instiutions.

In applying the eamnings test set forth In RCW 48.13.060 to any such institution, whethar or not in legat -
existonce during the whole of such five years next preceding the date of .investment by the insurer, which has at
any time during tha five-year period scguired substantially all of the assets of -any other institution or institutions
by purchase, merger, consolidation or otherwise, or has been reorganized pursuant to the bankruptcy law, the
earnings of the predecessor or constituent institutions, or of the institution so recrganized, available for interest

and dividends for such portion of the five-year period as may have preceded such acquisition, or such
reorganization, may be included in the earnings of such issuing, mssuming or guaranteeing Institution for such
portion of such period s may be determined in accordance with adjusted or pro forma consolidated earnings

sistements covering such portion of such period ang giving sffect to all stock or shares outstanding, and ail fixed
charges existing, Immediately sfter such acquisition, or .guch reorganization,
{1847 ¢ 79 § .13.07; Rem. Supp. 1947 § 45.13.07.]

RCW 48.13.080 ,

Preferrad or guaranteed stocks.

{1} An insurer may invest any of its funds, in an agprepate amount not exceeding ten percent of its assets, if a
life insurer, or mot exceeding fifteen percent of such assets if other than a life insurer, in preferred or guaranteed



stocks or shares, other than common stocks, of solvent institutions existing under the laws of the United States
or of any state, district or territory thereof, if all of the prior obligetions and prior preferrad stocks, if any, of
such institution at the date of acquisition Dy the insurer are eligible as investments under thia chapter; and if
qualified under either of the following:

{a) Preferred stocks or shares shall be deemed qualified if both these requiremsnts are met;

(i} The net earnings of the institution available for its fixed gharges for a period of five fiscal years next
preceding the date of acquisition by the insurer must have averagad per year not less than ome and one-half
times the sum of its average annusl fixed charges, if any, its averaga annual maximum contingent Interest, if any,
and its average annual preferred dividend requirements applicable to such period; and

{iit during each of the last two years of such period such net eamnings must have been not less than one and
ong-half times ths sum of its fixed charges, contingent interest and preferred dividend regquirements for such year.
The term "preferred dividend requirements” shall be deemed to mean cumulative or noncumulative dividends
whether paid ar not.

(bl Guaranteed stocks or shares shall be deemed qualified If the sssuming or guaranteseing institution mests the
requirements of subdivision (1} of RCW 48.13.050, construed 50 as to include as a fixed charge the amount of
guaranteed dividends of such issue or the rental covering the gusrentee of such dividends.

{2 An Insurer shall not invest in or loen upon ony preferred stock having voting rights, of any one institution, In
excesa of such proportion of the total Issued and outstanding prefarred stock of such institution having voting
rights, as would, when added to any common shares of such institution, directly or indiractly held by it, exceed
fifteen percent of all outstending shares of such institution having voting rights, nor an amount in excess of the
limit provided by RCW 48.13.030. This lmitation shall not apply to such shares of a corporation which is the
subsidiary of an Insurer, and which corporation is engaged exclusively in a kind of business properly incidental to
the lnsuranca business of ths ingurer.

11947 ¢ 79 § .13.08; Rem. Supp. 1947 & 45.13.08.]

RCW 48.13.090

Trustees' or receivers’ obligations.

An insurer may invest any of its funds, in an agpregate amount not exceeding two percent of its assets, in
certificates, notes, or other obligations lssued by trustees or receivers of institutions existing under the laws of
the United Stetes or of any state, district or tarritory thereof, which, or the assets of which, are basing
administared under the direction of any court having jurisdiction, if such obligation is edeguately secured as to
principal and interest.

[1947 ¢ 79 § .13.09; Rem. Supp. 1947 § 45.13.09.)

RCW 48.13.100

Equipment trust certificates.

An insurer may invest any of its funds, in an apgrepats amount not exceeding ten percent of its assets, in
equipment trust obligations or certificates which are adequately secured, or in other edequately secured instruments
evidencing an intarest in transportation equipment wholly or in part within the United States and the right to
recelve determined portions of rental, purchase or other fixed obligatory payments for the use or purchase of such
transportation’ equipment.

[1947 ¢ 79 & .13.10; Ram. Supp. 1947 § 45,13.10.)

RCW 48.13.110

Mortgages, daaeds of trust, mortgage bonds, notes, contracts:

An insurer may Invest any of its funds in:

{1}{a) Bonds or evidences of dabt which are secured by first mortgages or deeds of trust on improved
upencumbered real property located in the United States;

{b) Chattel mertgages in connaction therewith pursuant to RCW 48.13.150;

fe} The equity of tha seller of any such property in the contract for a deed, covering the entire balance dus on
& bona fide sale of such property, in amount not to exceed ten thousand dollars or the amount permissible under
ACW 48.13.030, whichever is greater, in any one such contract for deed.

{2} Purchase money mortgages or like securities received by it upon the sale or exchange of real property
acquired pursuant to RCW 48.13.160 as amended in *section 7 of this 1969 amendatory act.

{3} Bonds or notes secured by mortgage of trust deed puaranteed or insured by the Federal Housing
Administration under the terms of an act of congress of the United States of June 27, 1834, entitled the
"National Housing Act," as amended.

{4} Bonds or notes secured by mortgage or trust deed guaranteed or insured 8s to principal in whols or in pert
by the Administrator of Veterans' Affairs pursuant to the provisions of Title Il of an act of congress of the
United States of June 22, 1944, entitled the "Servicemen's Readjustmant Act of 1944," as amended,

{5} Evidances of debt secured by first mortgages or deeds of trust upon leasehold estates, except agricultural
leaseholds executed pursuant to RCW 79.01,096, running for & term of not less than fifteen vears beyond the



maturity of the loan as made or as extended, in improved real property, otherwise unsncumbered, and if the
mortgagee [s entitled to be :subrogated to all the rights under the leasehold.

[6) Evidences of debt secured by first mortgages or deeds of trust upon agricultural leasehold estates executed
pursuant to RCW 79.01.096, otherwise unencumbered, and if the mortgagee is entitied to bs subrugatad to all
the rights under the laasshoild.

[1976 1st ex.s. ¢ 154 § 1; 1969 ex.s. c 241 § 4; 1947 ¢ 79 § .13.11; Rem.- Supp. 1947 § 45. 1311]
NOTES: ‘
*Reviser's note: The referenco to “section 7 of this 1969 amendatory act” Is to section 7, chaptar 241 Laws of
1969 ex. sess,, which emended RCW 48.13.160.

RCW 48,13.120

Investments limited by property value, :

(1) An Investment made pursuant to the provislons of RCW 48,13.110 shall not exceed seventy-five percent of
the fair value of the particular property at the time of Investment. However, if the loan is secured by a first
mortgage or other first lien ‘'upon real property improved with a single-family residential building, the terms of such
toan provide for monthly payments of principal and interest sufficient to effect full repayment of the loan within -
the remaining useful life of the bullding o5 estimated In the appraisal for the loan, or thirty yaars and two
maonths, whichever Is less, the principal so loaned or the entire note or bond issue so secured, plus the emount
of the llens of any public bond, assessment,-or tax sssessed upon the property, may not exceed aighty parcent
of the market value of the real property, or of the real property together with the improvements which ere taken
as secwity. This restriction. shall not apply to purchase money mortgages or like securities rscewed by an insurer
upon the- sale or exchange of raal property acquired pursuant to RCW 48.13.160.

{2} The extent to which a mortgage loan made under RCW 48.13.110 (3) or (4) is guaranteed or Insured by the.
‘Faderal Housing Administration or guaranteed by tha Administrator of Veterans' Affalrs may be deducted before
application of the limitations contained in subsection (1) of this section, -

[1993 ¢ 92 B 7; 1969 ex.s. ¢ 241 § B; 1967 ¢ 150 5 11; 1955 ¢ 303-§ 1; 1949 ¢ 190 § 16; 1847 ¢ 79
5 ,13.12; Rem. Supp. 1949 § 45.13.12)

RCW 48.13.126

Martgage loans on one famiy dweliings - Limitation on amortizatlon.

Loans on one femily dwellings secured by mortgages or deeds of trust or investments therein shatl be amortized
within not more than thirty years and two maonths by paymente of installments thereon at regular intervals not
less frequent than every thres months; except those guarenteed or:insured in whole or in part by ths Federal
Housing Administration, the- Administrator of Veterans' Affairs or the Farmers Home Administration.

[1969 ex.s. ¢ 241 § 6;-1967 ¢ 16D § 10.) ..

RCW 48.13.130

"Encumbrance” defined.

{1} Aeal property shall not be deemed to be encumbearad within the maaning of RCW 48.13.110 by reason of the
existence of:

{a} Instruments reserving mineral, "oll, timber or similar rights, rights of way, sewar rights, or rights in walls;

{b) Liens for taxes or assessments not delinquent, or liens not. delinquent for community recreaticnal - facillties, or
for the maintenance of community facillties, or for service and malntenance’ of water nghts, oo

{c) Building restrictions or other restrictive covenants; .

{d) Encroachments, if such ancroachments are teken into cnnsldaratlon in determining the falr value of the
property;

[e) A leass undsr which rents or, proﬂts are reserved to the “owner if ln any event the security for the loan or
investment Is a first lien upon the real property; or .

() With respect to lpans secured by moertgage, deed of trust,” or other cnllateral guaranteed or insured in full or
in part by the government of the United States, such encumbrances as .sre allowed as exceptlons in titie by the
administrator or administration of the divislon of such government so .guarantesing or insuring.

{2} i under any of the exceptions set -forth In subsection {1) of this section there is any sum owing but not due
or delinquent, the total amount of such sum shall be deducted from the amount which otherwise might be loaned
on the proparty. The value of -any mineral, oil, timber or similar right reserved shall not be included In the fair
value of the property. ‘
{1956 ¢ 303 § 2; 1947 ¢ 79 § .13.13; Rem. Supp. 1947 § 45.13.13.1

RCW 4£8.13.140

Appraisal of property — Insurance - Limit of loan.

{1} The fair value of property shall be determined by appraisa) by a competent appraiser at the time of the
acquisition of real property or of the making or acqulring of 2 mortgage loan or investing in a contract for the
deed thereon; except, that as to bonds or notes secured by mortpape or trust deed guaranteed or insured by the



Federal Housing Administration, or guaranteed or insured as to principal in full or in part by the Administrator of
Veterans' Affairs, or guaranteed or insured by the Farmers Home Administration, the valuation made by such
administration or administrator shall be deemed to have been mades by a compatent appraiser for the purposas of
this subsection. .

{2} Buildings and other Improvements located on mortgaged premises shall be kept Insured for the benefit of the
mortgagee against 'oss or damage from fire in an amount not less than the unpaid balance of the obligation, or
the Insurable value of the property, whichever is the lesser.

{2) An Insurer shall not make or acquire a loan or loans upon the security of any one parcel of real praperty in
aggregate amount In excess of twenty-five thousand dollars or more than the amount permissible under RCW
48.13.030, whichever Is the greater.

[1967 ex.s. c 95 § 12; 1955 ¢ 303 § 3; 1947 ¢ 79 § .13.14; Rem. Supp. 1947 § 45.13.14.]

RCW 48.13.150

Auxillary chattel mortgages.

{1} In connection with & moitgage loan on the security of real property desipned and used primarily for residential
purposas only, acquired pursuant to RCW 48.13.110. an insurer may loan or Invest an amount not exceading
twenty parcant of tha amount loaned on or invested in such real property mortgage, on the security of a chatts!
mortgage for a term of not mora than five years representing a firet and prior lien, excapt for taxes not then
delinquant, on personal property constituting durable equipment owned by the mortgagor and kept and used in the
mortgagad premisss, .

{2} The term “"durable equipment™ shall Include only mechanical refrigeratars, mechanical laundering machines,
heating and cooking stoves and ranges, mechanical kitchen aids, vacuum cleaners, and fire extinguishing devices;
and in eddition in the case of apartment houses and hotels, room fumniture and furnishings.

{3} Prior to acquisition of a chattel morigage, items of property to be included shall be separately appraised by a
competent appraiser and the fair market value thereof determined. No such chattel mortgage loan shall exceed in
amount the same ratio of loan to the value of the property as is applicable to the compeanion Ipan on the roa)
proparty.

(1947 ¢ 79 § .13.15; Rem, Supp. 1947 § 45.13.15.]

ACW 48,13.160

Real property owned — Home office building.

(1) An insurer may own and invest or have Invested in ite home office and branch office buildings any of its
funds In aggregate amount not to exceed ten percent of Ws sssets unless approved by the commissioner, or if a
mutual or reciprocal insurer not to exceed ten percent of its assets nor such amount as would reduce its surplus,
exclusive of such investrnent, below fifty thousend dollers unless approved by the commissioner.

{2) An insurer may own real property acquired in satisfaction or on account of loans, mortgages, lians, judgments,
or other debts previously owing to the insurer in the course of its business.

(3} An insurer may invest or have invested in aggregete smount not exceeding three percent of its assets in the
following real property, end in the repalr, alieration, furnishing, or improvement thereof:

{a) Real property requisite for its accommodation in the convenient transaction of its businass if approved by the
commissioner,

{b) Real property acquired by gift or devisa.

{c} Real property acquired in exchange for real property owned by h. If necessary In order to consummate such
an exchange, the insurer may put up cash in amount not to exceed twenty percent of the fair value of its real
property to bhe so exchenged, in addition to such property.

{d} Real property acquired through a lawful merger or consolidation with it of another insurer and not required for
the purposes specified in subsection (1} and in parapraph (a) of subsection {2) of this sectlon.

{e} Upon approval of the commissioner, in real property end equipment incident to real property, requisite or
desirable for the protection or enhancememt of the value of other real property owned by the insurer.

{4) A domestic life insurer with assets of at least twenty-five milllon doflars and at least ten million dollars in
capital and surplus, and a2 domestic property and casualty insurer with assets of at Isast seventy-five million
dollars and st least thirty milllon dollars in capital and surplus, or, if a mutual or reciprocal property or casualty
insurer, at least thirty million dollars in surplus, may, in eddition to the res! property included in subsactione (1),
{2} and {3} of this section, own such real property other than property to be used for ranch, mining, recrestional,
amusement, or club purposes, as may be acquired as an investment for the production of income, or as may be
acquired to be improved or developed for such Investment purpose pursuant to an exlsting program therefor,
subject to the following limitations and conditions:

(a} The cost of each percel of real property so acquired under this subsection {4}, including the estimated cost to
the insurer of the improvement or development thereof, when added to the book value of all other real property
under this subsection {4}, togsther with the admitted value of all common stock, then held by it, shafl not
excesd twenty percenmt of its admitted sssets or fifty percent of its surplus over the minimum required surplus,
whichever is greater, as of the thirty-first day of December next preceding; snd
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{b) The cost of each parcel of real property so acquired, including the estimated cost to the insurer of the
improvement or development thereof, shell not exceed as of the thlrtv-ﬂrst day of December next preceding, four
percent of its admitted assets.

[c} Indirect or proportionate interests in real estate held by a domssﬂc life insurer through any subsidiary shall be
included in proportion to such insurer's interest in the subsidiary in applying the limits provided in subsection (41.
11981 ¢ 338 § 6; 1973 ¢ 161 § 3; 1969 ox.s. c 241 5 7; 1967 ex.s. ¢ 95 § 13; 1949 c 190 § 17; 1947
¢ 79 § ,13.16; Rem. Supp. 1949 § 451316]

RCW 48.13.170

Disposal of real ‘property —~ Tims Umit,

(1) Real property acquired by &n insufer pursuant to paragraph (8) of subsection {3) of RCW .48.13.160 shall be
disposed of within five years after [t has ceased-being necessary for the use of the insurer in the trensaction of
ite buginess. Real property acquired by an insurer pursuant to loans, mortgages, liens, judgmerte, or other debts,
or pursuant to paregreéphs {b), {c), (d), and {e} of subsection {3) of RCW 48.13.160 shall be disposed of within
five yesrs after date of acquisition. The time for any such disposel may be extended by the commissioner for
definite additional pariod or. pericds upon application and proo! that forced sala of the property, otherwise
necessary, would be against the best interests of the Insurer.

(2) Any such real property held by the Insurer without the cornm:ssuoners consent beyond the time permitted for
its disposal shall not be carrled or ellowed as an asset.

(1867 ex.s. ¢ 86 § 14; 1947 ¢ 79 § .13.17; Rem. Supp. 1947 § 45.13.17.)

RCW 48.13,180

~ Forelgn securitles,

{1) An inswer authorized to transsct insurance in a forelgn country may invest any of its funds, In aggragate
amount not exceeding its deposit and reserve obligetions incurred In such country, in- securities of or in such
country possessing characteristics and of a qualitv ‘similar to those required pursusnt to this chapter for
investments in the United States.

{2) An insurer may invest any of its funds, in an aggregate amount not exceeding five percent of its assets, in
addition to any amount permitted pursuant to subsection (1) of this section, In obligations of the governments of
the Dominion of Cenada or of Cenadlian provinces or munlcipalities, and in obfigations of Canadian ‘corporations,
which have not been in default during the five years next preceding date of acquisition, and which are otherwise
of equal’ quality to like United States public or corporste securities ab prescribed in this chapter.

{1947 ¢ 79 5 .13.18; Rem. Supp. 1947 § 45.13.18))

RCW 48,13,190

Policy loans.

A life insurer may loan to its pollcyholder upon the pledge of the pollcy &s cul!ataral security, any sum not
exceeding the lepal reserve maintained on the policy, -

11847 ¢ 79 5 .13.19; Rem. Supp. 1947 § 45.13.19,)

RCW 48.13.200

Savings and share sccounts,

An Insurer may invest or deposit any of its funds in share or savings eccounts of savings and loan associatlons,
or in savings accounts of banks, and in any one such institution only to the extent that such an account is
insured by the Federal Savings and Loan Insurance Corporation or the Federal Deposit lnsuram:e Corporation,
{1947 ¢ 79 § .13.20; Rem. Supp. 1947 § 45.13.20.)

RCW 48,13.210

Insurance stocks,

(1) An insurer other than a life insurer may invest a portion of its surplus funds in an aggregete amount not
exceoding fifty percent of its surplus over .its cap:tal stack and other liabilities, or thirty-five percent of its capital
funds, whichever is greater, in the stocks of other insurars organized and existing under the laws of states of the
United States. Indirect or proportionate interests in insurance stocks- held by an insurer through sny imtermediate
subsidiary or subsidiaries shall be included in applying the llmitatinns provided In subsections (1}, (2]. and {3) of
this section.

{2) A life insurer may invest in such insurance stocks in an aggragate amount not exceading the smaller of the
followlng amounts: Five percent of its assets; or twenty-five percent of its surplus over its capital stock and
other liabilities, or of surplus over fts required minimum surplus if a mutual fife insurer.

{3) An Insurer shall not purchase or hold as an Investment more than five percent of the voting stock of any
ane other insurer, and subject further to the investment limits of RCW 48.13.030. This fimitation shall not apply



if such other insurer is the subsidiary of, and substantially all its shares having voling powers are owned by, the
insurer,

{4) No such insurance stock shall ba ellgible as an investment unless it meets tha qualifications for stocks of
other corporations as set forth in RCW 48.13.220,

(5) The limitations on investment in insurance Stocks set forth in this chapter shall not apply to stocks acquired
under a plan for merger of the insurers which has been approved by the commissloner or to shares received as
stack dlvidends upon shares already ownhed. \

[1970 ex.5. ¢ 199 & 3; 1979 ex.s. ¢ 130 § 4; 1947 ¢ 79 § .13.29; Rem. Supp. 1947 § 45.13.21.]

RCW 48.13.218

Limitation on insurer loans or investments.

{1} Notwithstanding RCW 48.13.220 and 48.13.240, an insurer may not loan or invest its funds in common
stock, preferred stock, debt obligations, and other securities of one or more subsidiories in an aggregate armount
exceading the lesser of the following sums: Ten percent of its assets, or fifty percent of its surplus as regards
policyholders. In calculating the amount of investments under this section, investments in domestic or foreign
subsidiary insurers, heaith care service contractors, and health maintenance orgeanizations are excluded,

(2) For the purposes of this section, "subsidiary” has the same meaning as in RCW 48.31B.00B.

f2001 ¢ 90 § 1.1 .

RCW 48.13.220

Comman stocks -- Investment -- Acquisition — Engaplng in certain businesses.

{1) After satisfylng the requirements of RCW 48.13.260, an Insurer may invest any of its funds in common
shares of stock in solvent United States corporations that qualify as a sound investment; except, that as to life
Insurars such investments shall further not aggregate an amount in excess of fifty percent of the insurer's surplus
over its minimum required surplus.

{2) The insurer shall not invest in or loan upon the security of more than ten percent of the outstanding common
shares of any one such corporation, subject further to the apgregate investment limitation of RCW 48.13.030.
(3} The \imitations of subsection {2} of this section shall not apply to investment In the securities of any
subsidiary corporations of the insurer which are engaged or orpanized 10 engage exclusively in one or mare of the
following businesses:

{a} Acting as an Insurance apent for its parent or far any of rts parent's insurer subsidiaries or affiliates;

{b) Investing, reinvesting, or trading in securities or acting ac 8 securities broker or dealer for its own account,
that of s parent, any subsidiary of its parent, or any affillate or subsidiary;

{¢) Rendering management, sales, or other related services to any investment company subject to the Federal
Investment Company Act of 1840, ss amended;

{d} Rendering investment advice;

{e) Rendering services related ta the functions involvad in tha uperatlon of an insurance business including, but
not limited to, actuarial, loss prevention, safety engineering, data processing, accounting, claims appraisal, and
collection services:

{f) Acting a3 administrator of employee woelfare benefit and pension plans for governments, government sgencies,
corporations, or other organizations or groups;

{o) Ownership and management of assets which the parent could itself own and manage: PROVIDED, That the
aggregate investment by the insurer and its subsidiaries acquired pursuant to this paragraph shall not exceed the
limitations otherwise appllceble to such investments by the parent;

(h) Acting as administrative agent for a government instrumentality which is performing an insurance function or is
responsible for a health or welfare program;

(i) Financing of insurance premiums;

i} Any other business activity reascnably ancillary to an insurance business;

(k) Owning ane or more subsidiary (i} Insurers to the extant permitted by this chapter, or {ii} businesses specified
In paragraphs (a} through (k) of this subsection inclusive, or [iii} other businesses the stock of which is sligible
undar ACW 48.13.240 or 48.13.260, or any combination of such insurers and businesses.

(4) No scquisition of a majority of the total outstanding common shares of any corporation shall be made
pursuant to this section unless a notice of intention of such proposed acquisition shall have been filed with the
commissioner not lass than ninety days, or such shorter period as may be permitted by the commissioner, in
advance of such proposed acquisition, nor shall any such acgulsition be mede if the commissioner at any time
prior to the expiration of the notica period finds that the proposed acquisition is contrary to law, or dstermines
that such proposed acquisition would be contrary to the best Interests of the parent Insurer's policyholders or of
the people of this state. The following shall be the only factors to be considered in making the foregoing
determination:

{a) The availability of the funds or assets required for such acquisition;

{b} Tha fairness of any exchange of stock, assets, cash, or other consideration for the stock or assets to be
received;

{c) The impact of the new operation on the parent insurer's surplus and existing insurance busrness and the risks
inherent in the paremt insurer's investment porifelic and operations;




(d} The fairness and sdequacy of the financing proposed for the subsidlary;

{e] The liketthcod of undue congentration of economic power:

(f] Whether the effect of the acquisition may be substantially to lessen compatition in any line of commerce in
insurance or to tend to create a monopoly thereln; and

{gl Whather the acquisition might result in an excessive proliferation of subsidiaries which would tend to unduly
dilute management effectiveness or weaken, financial strength or otherwise be centrary to the best Interests of the
parent insurer's policyhoiders or of the paople of this state. At any time after an acquisition, the commissicner
may order its disposition if he finds, after notice and hearing, that its continued retantion is hazardous or
prejudicial to the interests of the parent ingurer's policyholders. The ‘contents of sach notice of intention of a
proposed acquisition filed hereunder and information ‘pertaining théreto shali be kept confidentlal, shall not be
subject to subpoans, and shsll not be made public unless after notice and hearing the commissloner determines
that the interests of policyholdars, stockholders, or the public will be served by the publication thersof,

(5} A domestic insurance company may, provided that it maintains books and records which separately account
for such business, engege directly in any business refarred tc In paragraphs (d), (e}, {h), and {ji of subsection (3}
of this section sither to the extent necessarily or properly incidental to the insurance business the insurer is
authorized to do in this state or to the extent approvad by the  commissioner and subject.to any limitations he
may prescribe for tha protection. of the interests of the policyholders of the insurer after taking into account the
effect of such business on-the insurer's existing insurance business end s surplus, the proposed allocation of the
estimated cost of such business, end the risks inherent In such buslness as well as the relative adventages to
the Insurer and its policyholders. of conducting such business directly instead of through' a subslidiary.

{1982 ¢ 218 § 3; 1973 ¢ 151 § 4; 1549 ¢ 190 § 18; 1947 ¢ 79 § .13.22; Rem. Supp. 1948 § 45.13.22.]
NOTES:

Severability -- 1982 ¢ 218: See note following RCW 48.12.020.

RCW 48.13.230

Collateral loans. ‘

An insurer may loan its funds upon the p!edge of securities or evidances of debt afigible for investment under
this chapter. As st date made, no such loan ghall exceed in amount ninety percent of the market value of such
coilateral pledged, except that foans upon pledges of United States governmeant bopds may be equal 10 the market
valua of the bonds pledged. The amount so loaned shall be included In tha maximum percentage of funds ’
permitted to be invested in the kinds of securities or evidences of debt pledged or permitted by RCW 48.13.030.
[1947 ¢ 79 § .13.23; Rem:. Supp. 1847 § 45.13.23.) —

RCW 48.13.240

Misceilaneous . investments, )

(1} An insurer may loan or invest ita: funds in an aggregate amount not exceeding the lesser of the following
sums; Ten percent of its assets, or fifty percent of its surplus over its capital and other ligbilities, or if a mutual
or ‘reciprocal insurer fifty percent of its surplus over minimum required surplus, in loans or Investmams not
otharwiss ‘eligible for investment and not spocifically prohibited by RCW- 48.13.270,

{2} No such loan or investment shall be any item described in RCW 48.12.020.°

{3] No such investment in or ioan upon the security of any one person or entity shall exceed the amount
specified in subsection (1] of this section or one percent of the insurer’s assets, whichever is the lesser, except
thet this subsection {3} shall not apply to an investment in the stock of e subsidiary company.

{4) The insurer shall keep a separate record of all investmants scquired under this saction.

(1882 ¢ 218 § 4; 1947 ¢ 79 § .13.24; Ram. Supp. 1847 § 4513 241 -

NOTES:

Seversbility - 1982 c 218B: Saa note followmg RCW 4B 12 020

RCW 48.13.260

Spscial consent Investments. .

Upon advance approval of the commissioner and In compliance with: RCW 46.13.020, an lnsurer may make any
investment or kind of investment or exchange of assets otherwise prohibited or not eligible under any other
section of this chapter. The commissioner's order of approval if granted shall spscify whether -the investment or

any pert thereof may be cradited to required minimum capital or surplus investments, or to investment of
resarves,

(1947 ¢ 79 § .13.25; Rem. Supp. 1947 § 46.13.25.)

RCW 48.13.260

Regquired investments for capitel and reserves.

{1} An insurer shall invest and keep invested Hs funds apgregating In amount, if & stock insurer, not less than
one hundred percent of its ‘minimum required capital, or if a mutual or racxpracal insurer, not less than one
hundred percent of its required minimum surplus, in cash or investments eligible in.accordance with RCW



48.13.040 (public obligations], and In morigage loans on real property located within this state, pursuant ta RCW
48.13.110.

(2} In addition to the investments required by subsection {1) of this section, an insurer shall invest and keep
invested its funds aggregating not less than one hundred percent of its reserves required by this code in cash or
premiums in course of collection or in investments eligible in accordance with the following secticns: RCW
48,13.040 {public obligations), 48.13.060 [corporate cbligations), 48.13.080 (preferred or guaranteed stocks),
48,13.080 (trustees' or receivars' obligations), 48.13.100 (equipment trust certificates), 48.13.110 [mortgages,
loans and contracts), 4B.13.150 (auxiliary chattel mortgages), 48.13.160 (real property, home office building, etc.},
48.13.180 (foreign securities], 48.13,180 (policy loens), 48.13.200 (savings and shara accounts), 48.13.220
{common stocks), 48,13.230 (collateral [oans), 48.13.250 (special consent invastments).

(3) This section shall not spply to title insurers nor to mutual insurers on the assessment premium plan.

[1971 ex.s. c 13 § 16; 1947 ¢ 79 § .13.26; Rem. Supp. 1947 § 46.13.26.]

RCW 48,13.265

Invastments secured by resl estate -- Amount rastricted.

An insurer shall not invast or have invested at any one time more than sixty-five percent of its assets in
investments in real estate, real estate contracts, and notes, bonds and other evidences of debt secured by
mortgage on real estates, 85 desctibed in ACW 48.13.110 and 48.13.160. Any insurer which, on June 13, 1957,
has in excess of sixty-five percent of its assets so Invested shall not make any further such investments while
such excess exists.

[1967 ¢ 193 § B

RCW 48.13.270

Prohibited investments.

An insurer shall not, except with the commissioner's approval in advance, invest in or loan #ts funds ypon the
sacurity of, ar hold:

{1} Issued shares of its own capital stock, except for the purpose of mutualization in accordance with RCW
48.08.080;

{2] Securities issued by any corporation if a maljority of its stock having voting power is ownsad dnractlv or
indirectiy by or for the benefit of any one or more of the insurer's officers and directors;

{3] Any investment or loan ineligible under the provisions of RCW 48.13.030;

{4) Securities issued by any insolvent corporation;

{5) Obligations contrary to the provisions of RCW 48,13.273; or

{6} Any investment or security which is found by the commissioner to be designed to evade any prohibition of
this code.

[1995 c B4 § 1; 1993 ¢ 92 § 4; 1982 ¢ 219 § 5; 1947 ¢ 79 § .13.27; Rem. Supp. 1947 § 45.13.27.]
NOTES:

Severebility — 1982 ¢ 218: See note following RCW 4B.12.020.

ACW 48.,13.273

Acquisition of medium and lower grade obligations ~ Definitions ~ Limitations — Rules.

{1) As used in this section:

{a} "Lower grade obligations” means obligations that are rated four, five, or six by the securities valuation office.
{t} "Medium grade obligations™ means obligations that sre rated three by the securitiss valuation office.

{c) "Securities valuation office® mesns the entity created by the national association of insurance commissioners in
part, to assign rating categories for bond obligations acquired by insurers.

[2} No insurer may acquire directly or indirectly, any ‘medium grade or lower grade obligation if, after giving effect
1o the acquisition, the aggregate smount of all medium grade and lower grade obligations then held by the insurer
would exceed twenty percent of its admitted ascets provided that:

{a) No more than ten percent of an insurer's admitted assets may be invested in lower grade obligations;

(b) No more than three percent of an Insurer's admitted assets may be invested in lower grade obligstions rated
five or six by the securities valuation office;

{c) No more than one percent of an Insurer's admitted assets may be invested in lower grade abligations rated
six by the securities valuation office;

{d} No more than one percent of an insurer’s admitted assets may be invested in medium and lowsr grade
obligations issued, guarantesd, or insured by any one institution; and

{e} No mare than one-half of one percent of an insurer’s admitted assets may be invested in lower grade
obligations issued, guaranteed, or insured by any one institution.

(3} This section does not require an insurer to sell or otherwise dispose of any obligation lawfully acquired befare
July 28, 1993, or in accordance with this chapter. The commissioner shall adopt rules Identifving 1he
circumstances under which the commissioner may approve en investment in obligations exceeding the limitations of
this section as necessary to mitigate financial loss by an insurer.

{4] The board of directors of any domestlc insurance company which acquires or invests, directly or indirsctly,
more than two percent of its admitted assets in medlum grade and lower grade obligations of any institution,
shall adopt a written plan for making those investments. The plan, in addition to guidelines with respect to the



quality of the issues Invested in, shall contaln diversification standards including, but not limited to, standards for
issuer, industry, duration, liquidity, and geographic location.
[1983 ¢ 92 § B.)

RCW 48.13.27%

Obligations rated by the securhies valuation office.

Notwithstanding the provisions of RCW 48.13.050, an.insurer may invast its funds in obligations rated by the
securities valuatlon. office. investments in obligations that are rated one or two by the sacurities valuation office
shall be sublect to the limitations contained in RCW 48.13.030. -

{1993 ¢ 92 § 6.

RCW 48.13.280

Securities underwriting, agreements to withhold or rapurchass, prohlbltad

No [nsurer shall

{1) participate in the. underwiiting of the marketmg of securities in advance of thelr issuance or enter into any
transaction for such underwriting for the account of such Insurer jointly with any other person; or

(2} enter into any agreement to withhold from sale any of its property, or to repurchase any property sold by it.
11947 ¢ 79 § .13.28; Rem. Supp. 1947 § 45.13.28.}

RCW 48.13.285

Derivative transactions - Restrictions - Dnﬂnltlons - Rules, : :

{1} An insurer may, directly or indirectly through an Investment subsidiary, engage in derivative transactions under
this soction under the tollowing conditions:

{a} An insurer may use derivative instruments undar thls section to engage In hedging transactions and certain
income generetion transzctions, as these terms may be further defined by rule by the insurance commissioner;
{b) Derivative Instruments shall not be used for speculative purposes, but only es stated in {a) of this subsection;
{c) An insurer shall be able to demonstrate to the insurance commissionsr the intended hedging characteristics and
the ongoing effectiveness of the derwatfve transaction or comblnatlon of trensactions through cash flow testing or
other appropnate analyels;

(d) An insurer may enter into- hedging transections under this saction if, as ‘a result of and after giving effect to
the transaction:

(il The aggregate statemant value of options, caps, floors, and warrants not attached to ahother financial
instrument purchased and used in hedging transactions dnes not axcaed savan and one-half percent of its
admitted assets; .

(i) The aggrogete statement value of options, caps, and floors written ln hedping trensactions does not exceed
three percent of its admitted assets; and

{ii} The aggrepate potential exposura of collars, swaps, forwards, and futuras used in hadllng transactions does
not exceed six and one-half percent of its admitted assets;

{o} An insurer may only enter into the following typas of Income generation transactions [f, as & result of and
after giving effect to the transactions, the aggrepate statement value of the fixed income asgets that are subject
to call.or that genorate the cash flows for payments under the caps or floors, plus the face value of fixed
income securities undarlying a derivative instrument subject to call; plus the amount of the purchase "obligations
undser the puts, does not exceed ten percent of its admitted. assets:

i) Sales of covered call options on noncalleble fixed income securitias, callable fixed income securities if the
option expires by its terms prior to the end of the noncallable peried, or denvatwa instruments based on fixed
income securities;

[ii} Sales of covered call options on equity securities, if the Insurer holds In its portfolio, or can mmedxataly
acquire through the exercise of options, warrants, or convarsion rights alraadv owned, the equity sacunties subject
to call during the complste term of the call option aold; :

{lii) Sales of covered puts on Investments that the [nsurer is parmrned to acquire under this chapter, if the insurer
has escrowed, or entered into a custodian agreement segregating, cash or cash equivalents with a market value
equal to the amount of its purchasa obligations under the put during the complste term of the put option sald;
or

{lv} Sales of covered caps or Floors, if thl insurer holds in its portfolio the investments genesating the cash flow
to make the required payments under the caps or floors during the complete term that the cap or floor is
outstanding;

{f! An insurer shall include all counterparty exposure amounts in determining compliance with general diversification
requirements and medium and low grade investment limitations under this chapter; and

{g) Pursuant to rules adopted by the insurance commissioner under subsection {3) of this section, the
commissioner may approve additional transactions involving the use of derivative instruments in excess of the
fimitetions in (d} of this subsection or for other risk management purposes under rules adopted by the
commissionar, but replication transactions shall not be permitted for uther than risk managememt purposes.

{2} For purposes of this section;



{a) "Cap™ means an agreement obligating the seller to make payments to the buyer, with each payment based on
the amount by which a reference price or level or the performance or value of one or more undeclying interests
exceeds a predetermined number, sometimes called the strike rate or strike price;

(b} "Collar® means an asgreement to receive payments as the buyar of an option, cap, or floor and to make
payments as the seller of a different option, cap, or floor;

(e} “Counterparty exposure amount” means the net amount of credit risk attrlbutabla to a derivative instrument
entered into with a business entity other than through a qualified exchange, qualified foreign exchange, or cleared
through & qualified clearinghouse, The armpunt of the credit risk equalis the market value of tha over-the-counter
derivative instrument if the liquidation of the derivative instrument would result in a final cash payment to the
insurer, or zero if the liquidation -of the derivetive instrument would not result in a final cash payment to the
insurar,

If over-the-counter derivative instruments are entered into under a wiitten master agreement which provides for
netting of payments owed by the respective parties, and the domiciliary jurisdiction of the counterparty is either
within the United States or, if not within the United States, within a foreign jurisdiction listed in the purposes
and procedures of the securities valuation office as eligible for netting, the net amount of credit risk shall be the
greater of 2ero or the sum of:

() The market value of the over-the-counter derlvative instruments entered into under the agreement, the
liquidation of which would result in a final cash payment to the Insurer; and

(il The market valus of the over-the-counter darivative instruments entered Into under the agreement, the
liquidation of which would result in a final cash payment by the insurer to the business entity.

For open trensactions, market value shall be datermined at the end of the most recent quarter of the insurer's
fiscal year and shall ba reduced by the market value of acceptsbls collateral held by the Insurer or placed In
escrow by one or both parties;

(d) "Covered” means that an insurar owns or can immediately acquire, through the exercise of options, waments
or convarsion rights already owned, the underlying interest In order to fulflll or secure its obligations under a call
option, cap or floor it has written, or has Sei aside under a custodial or escrow agreement cash or cesh
eguivalents with e market value equal to the amount required to fulfill its obligations under & put option it has
written, in an income generation transaction;

(e} "Derivative instrument” means an agreement, option, Instrument, or & series or combination thereof:

(i) To make or take delivery of, or assume or relinquish, a specified amount of one or more underlying interests,
or to make & cash settlement in lieu thereof; or

{ii} That has a price, performance, value, or cash flow based primarlly upon the actual or expectsd price, level,
performance, value, or cash flow of one or more underlying interests.

Derivative instruments include options, warrants used in a hedglng transaction and not attached to another
financial instrument, caps, floors, cellars, swaps, forwards, futures, and any other agrsements, options, or
instruments substantlally similar therete or any sefiss or combination thereof and any sgreements, optlons, or
instruments permitted under rules adopted by the commissioner under subsection {3) of this section;

{f} "Derivative transaction®™ means a transaction involving the use of one or more derivstive instruments;

{p) "Floor" means an agreement obligating the seller to meke payments tc the buyer In which each payment ig
based on the amount by which a predetermined number, sometimes called the floor rete or price, exceeds a
refersnce price, leval, performance, or value of one or more underlying interests;

{h} "Future®™ means an agreement, traded on a qualified exchange or qualified forelgn exchange, to make or take
delivery of, or effect a cash settlement based on the actual or expected price, level, performance, or value of,
one or more underlying interasts;

{} "Hedging transaction®™ means a darivative transaction which is entared into and malntained to reduce:

{iy The risk of a change in the velue, vield, price, cash flow, or quantity of assets or liabilities which the insurer
has acquired or incurred or anticipates acquiring or incurring; or

{i) The currency exchange rate risk or the degree of exposure as to assets or liabllities which an Insurer has
acquirad or incurred or anticipates acquiring of incurring;

{i) "Option” means an agreement giving the buyer the right to buy or receive (a "call option™), sell or defiver {a
°put option"), enter into, extend, or terminate or effect a cash msttlement based on the actual or expected price,
level, performance, or valus of one or more underying interests;

(k) "Swap" means an agreement to exchange or t¢ net payments at one or more times basad on the actual or
expected price, level, performance, or value of one or more underlying interests;

(I} “Underlylng Intersst” means the assets, llabilities, other interassts, or a combination thereof underlying a
derivative instrument, such as &ny one or mofe securities, cuirencies, rates, indlces, commodities, or derivative
instruments; and

{ml "Warrant¥ means an instrument that gives the holder the right to purchase an underlying financial instrument
st a given price and time or at a series of prices and times outlined In the warrant agreement. Warrants may be
lssued alone or in connection with the sale of other securities, for example, as part of a merger or
recapitalization agreement, or to fecllitate divestiture of the securities of another business entity.

{3} The insurance commissioner may adopt rules implementing the provisions of this section.

[1997 ¢ 317 § 1.]



RCW 48.13.290

Disposal of ineligible property or securitles.

(1) Any ineligible personal property or securities acquired by an -insurer may be required to be disposed of within
the time not less than slx months specified by order of the commissioner, unless before that time it attains the
standard of eligibility, if retention of such property or securitiss would be contrary to the policyholders or public
interest in that it tends to substlntiallv lessen competition in the insurance bugsinass or threatens impalrment of

the financial condition of the insurer. -

{2) Any persanal property or securities acquired by an insurar contrary to RCW 48.13.270 shall be disposed of

forthwith or within any perlod specified by order of the commissioner. )

{3} Any property or securities ineligible only because of being excess of the amount parmitted under this chapter
to be invested in the category to which it belongs shall be Ineligible only to the extent of such excess.

(1982 ¢ 218 § 6 1973 ¢ 15% § 5; 1947 ¢ 79 § .13.29; Rem. Supp. 1947 § 45.13.29]

NOTES;

Severabllity -~ 1982 ¢ 218: Seo note following RCW 48.12.020. |

RACW 48.13.340 o

Authorization of Investments. 3

No investment, Ipan, sale or exchange thsreof shall, except es. to the policy loans of a life insurer, be made by
any domestic insurer unless authorized or approved by its board of directors or by a committee charged by the .
board of directots or the bylaws with the duty of making such’ investment, loan, sale or exchange. The minutes
of any such committee shall’ be recorded and reports thereof shall bs submitted to the board of directors for
appraval or disapproval.

[1949 ¢ 190 § 19; 1947 ¢ 79 § 13 34; Rem. Supp 1949 § 45.13.34.) .

ACW 48.13,350

Record of investments.

(1) As to aach investment or_loan of the funds of a domestic insurer a written record in permanent form
showing the authorizetion thereof shall be made and signed by an officer of the insurer or by the chairman of
such committeo authorizing the investment or loan.

{2} As to each such investment or loan the insurer's records shall contaln:

(a) In the case of loans: The name of the borrowar; the location. and legal description of the property; a physical
description, and the appraised valus of the security; the amount of tha loan, rate of inferest and terms of
repaymant,

{b) In the.case of securities: Tha name of the obl]gor. a description of the securlty and the record of earnings;
the amount invested, the rate of Interest or dividend, the maturity and yield based upon the purchase price.

(c) In the case of real estate: The locstion and legal description of the property; a physical description and the
appraised value; the purchase price and terms.

[d} In the case of all. Investments:

(i} The amount of expenses and commissons if any incurred on account of any investment or loan and- by whom
and to whom payable if not covered by contracts with mortgage loan raprasantatlves or correspondants which are
part of the insurer's records.

il The name of any officer or director of the insurer having any direct, indirect, or contingent interest in the
securities or loan rapresenting the investment, or in tha assets of the person In whose behalf the investment or
loan is mads, and the nature of such imterest.

[19249 ¢ 190 § 20; 1947 ¢ 79 § ,13.35; Rem. Supp. 1949 § 45 13.36.)

RCW 48.13,360

Investments of foreign and alien insurers,

The investmenis of a foreign or allen insurer shall be as permitted by the laws of its domiclle but shall be of a
quality substantially as high as those required under this chapter for similar funds of like domestic insurers.
(1947 ¢ 79 § ,13.36; Rem. Supp. 1947 § 45.,13.36.]

RCW 48.13.450

Safeguarding securities - Definitions. i

The definitions in this section apply throughout RCW 48.13.450 through 48.13.476 unless the contaxt clearly
requires otherwise.

{1) "Broker” means & broker as defined in FICW 62A.8-102(1)(c).

{2} "Clesring corporation® means & depository corporation which malntains a book entry accounting system and
which meets the requirements of RCW G2A.B-102(1)(e}.

(3} "Commissianer® means the insurance commissioner of the state. of Washington.

(4) "Federal reserve book-entry securities system™ means the: computerized systems sponsored by the Unlted States
department of the treasury and certain agancies and instrumentalities of the United States for holding and



transferring securities of the United States government and such agencies and instrumentalities, respectively, and
managed by the federal reserve system for participating financial institutions,

(5) "Participating financial institution" means 3 depositary financial institution such as a national bank, state bank,
savings and loan, cradit union, or trust company that is:

{a) Authaorized to participate in the federal reserve book-entry system; and

{b] Licensed by the United States or the banking authorities in its stata of domicile and ls regularly examined by
the licensing authority.

{6} "Qualified custodian® means elther a participating financial institution or a clearing corporation, or both, A
qualified custodian does not include a broker,

{7} "Securities” means instruments as defined in RCW 62A.8-102(1}lol.

[2000 ¢ 221 § 1))

RCW 48.13.455

Safeguasding securites ~ Daposit in a clearing corporauon or the faderal reserve book-entry securities system --
Certificates - Records.

Notwithstanding any other provision of law, a domestic insurance company may deposit or arrange for the deposit
of securities held in or purchased for its general account and its separate accounts In a clearing corporation or
the fedaral reserve book-entry securities system. When securities are deposited with a clearing corporation,
certificates representing securities of the same class of the same issuer may be merged and hetd in bulk in the
name of the nominee of such clearing corporation with any other securities deposited with such claaring
corporation by any person, repardiess of the ownership of such securities, and certificates representing securities
af small denominations may be mergaed into ona or more cartificates of larger denominations, The racords of any
participating financial institution through which an insurance company holds securitios in the federal reserve book-
entry sacurities system, and the records of any custodian banks through which an insurange company holds
securitias In 8 clearing corporation, shell et all times show that such securities are held for such insurance
company and for which accounts thereof. Ownership of, and other interests in, such secusities may be transferred
by bookkeeping entry on the books of such clearing corporation or in the federal reserve book-entry securities
system without, in either case, physical delivery of certificates representing such securities,

12000 ¢ 227 § 2.)

ACW 48.13.460 ‘
Safeguarding securities -~ Authorized methods of holding securities,

The following are the only authorized methods of holding securities:

{1} A domestic insurance company may hold securities in definitiva certificates;

{2} A domesstic insurance company fmay, pursuant to an agreement, designate a participating financlal institution or
institutions as its custodian through which it can transact and maintain book-entry securitiss on behalf of the
insurance company; of

{3} A domestic insurance company may, pursuant to an agresment, particlpate in depository systems of clearing
corporations directly or through a custodian bank.

{2000 ¢ 221 § 3.}

ACW 48.13.4656

Safaguarding securities — Reguiroment to receive a confirmation.

A domestic insurance company using the methods of holding secwrities under RCW 48.13.460 (2) or (3} is
requirad to receiva a confirmation from:

{1) The particlpating financial institution or the qualified custndmn whenever securities are received or surrendered
pursuant to the domestic insurance company's instructions to a securitles broker; or

{2) The securities broker provided that the domestic insurance company has given the participating financial
institution or qualified custodian and the securities broker mastching instructions authorizing the transaction, which
have been confirmed by the participsting financial institution or quslified custodian prior to surrendering funds or
securities 1o conduct the transaction.

[2000 c 221 § 4.)

RCW 48.13.470

Safeguarding securities —~ Broker executing & trede — Time limits.

{1} A broker executing a securities trade pursuant to an order from a domestic insurance company shall send
confirmation to the domestic Insurance company or the clearing corporation confirming the order has been
exacuted within twenty-four hours after order completion.

{2} A broker may not hold in its own account for longer than seventy-two hours any securities bought or sold
pursuant to an order from & domestic insurance company.

[2000 ¢ 221 § 5]



RCW -48.13.475

Safeguarding securities — Malntannnce with e qualified custadien —~ Commissioner mey order transfer -- Challange
to order - Standing st hearing or for judicisl review.

{1) Notwithstanding the maintenance of. securitios with a qualified custodlan pursuant to agreement. If the -
commissioner: ,

{a} Has reasonable cause to befieve.that the domestic insurer:

{i) 1s conducting its business and affairs In such & manner s to threaten to render it insclvent;

(i} Is én a hazardous. condition or is cenducting. ts business and affairs in 8 rnannsr that Is hazardous to its
policyholders, creditors, .or the public; or

{i) Has committed or Is committing or has engaged or is angaglng in any act that would constltute grounds iar
tendering it subject to rehabilitation or liquidation proceedings; or

(b} Determines thet Irreparable loss and injury 1o the property and business of the domastnc insurar has occurred
or may occur.unless the commissioner acts Immediately; '

then the commissioner may, without hearing, order the Insurer and the qualified custud:an promptly to effect the . * -
transfer of the securities to another qualified custodian. approved by the'.commissioner. Upon receipt of the order, -
the qualified custodian shall promptly effect the transfer of the securities. Notwithstanding the pendency of any
hearing or raquest for hegring, the order shall be complied with by those persons subject to that order. Any
challenge to the: validity of the order shall be mads under chapter 48.04 RCW, howaver, the stay of action
provisions of RCW 4B8.04.020 do .not apply. It is the responslbility of ‘of both the Insurer and the qualified custodian
to gversee that compliance with-the order is complated as expeditiously as possible. Upon vecelpt of an. order,
there shall be no trading of the securities without spscific instructions from the commissioner untl] the securities
are raeceived by the new quaiified custodian, except to the extent trading -transactions are in process on the day
the order Is received by the Insurer and the faliure to complste the trade imay result. in-loss to the insurer's
account. Issuence of an order does not affect the qualified custodian’s fiabilities with regard to the securities’ that :
are the sublect of the order.

12) No person other than the insurer has standing at the hearing by the cammissionar or for any judigial rawew
of the order,

{2000 ¢ 221 § 6.}

RCW 4B.13.490
Safeguarding securities — .Rules,

The commissionsr may adopt rules to unplamant and administer RCW 48.13.450 through 48,13.475.
[2000 ¢ 221 § 7.



RCW 48.12.020

Nonsillowable assets.

In eddition to assets impliedly excluded under RCW 48.12.010, the foliowing expressly shall not be allowed as
assets in any determination of the financtal condition of an insurer:

(1) Goodwill, except in accordance with regulations prescribed by the commissioner, trade names, agency plants
and other like intangible assets,

(2) Prepaid or doferred charges for expenses and commissions paid by the insurer.

(3} Advances to officers {other than policy loans or loans made pursuant to RCW 48.07,130], whether secured or
not, and advances to employees, agents and other persons on persona! security only.

(4) Stack of such insurer, owned by it, or any equity therein or Joans secured thareby, orf any proportionate
interest in such stock through the ewnarship by such insurer of an interest in another firm, corporation or
business unit.

{5) Furniture, furnishings, fixtures, safes, equipment, vehicles, library, stationery, Hterstura, and supplies; except,
alectronle and machanical machines authorized by subsection {11) of RCW 48.12.010, or such personal property
as the insurer i5 permitted to hold pursuant to paragraph {e) of subsection (2) of RCW 48.13.160, or which is
acquired through foreclosure of chattsl mortgages ecguired pursuant to RCW 48.13.150, or which Is reasonably
necessary for the maintenance and operation of real estate lawfully acquired and held by the insurer other then
real eststa used by it for home office, branch office, and similar purposes.

(6) The amount, if any, by which the aggregate book value of investments as carried in the ledger assets of the
insurer exceeds the aggregate velue therecf as determined under this code.

[1982 ¢. 218 § 1; 1963 c 195 § 12; 1947 ¢ 79 § .12.02; Rem. Supp. 1947 § 45.12.02.)

NOTES:

Seversbility ~ 19B2 ¢ 218: "if any provislon of this amendstory act or its application t¢ any person or
circumstance is held invalid, the remainder of the act or the application of the provision to other persons or
circumstances is not affected,” [1982 ¢ 218 § 7.]

RCW 48.12.170

Valuation of bonds.

(1) All bonds or other avidences of debt having a fixed term and rate held by any insurer may, If amply secured
and not in default as to principal or interest, be valued as follows:

{(a} W purchased at par, at the par value.

(b} i purchesed above or bslow par, on the basis of the purchase price adjusted so as to bring the value to par
at the eariest date callable at par or maturing at par and s0 as to yield in the meantime the effective rate of
Interest at which the purchase was made; or In lieu of such method, according to such accepted method of
valuation as is approved by the commissionar.

(c} Purchase price shall in no case be taken at a higher figure than the actual market value at the time of
purchase.

{(d} Unless otherwise provided by a valuation established or approved by the National Assaciation of Insurance
Commissioners, no such secwity shall be ceried st above call price for the entire issue durmg any period within
which the security may be so called.

{2) Such securitios not amply secured or In default as to principal or interest shall be carded at market velue.
{3) The commissioner shall have full discretion in datermining the mathod of calculating values according to the
rules set forth in this section, and not Inconsistent with any such methods then currently formulated or appraved
by the Natlonal Association of Insurance Commissionera.

[1947 ¢ 79 § .12.17; Rem. Supp. 1947 § 45.12.17.]

RCW 48.12.180

Valuation of stocks. ’

(1] Securities, other than those referred to in RCW 48.12.170, hald by en Insurer shall be valued, in the
discretion of the commissionar, at their market velue, or at their appraised value, or at prices determined by him
or her as represanting their fair market value.

{2) Preferred or gueranteed stocks or shares while paying full dividends may be carried et a fixed valus in lisy of
market value, at the discretion of the commissionsr and in accordance with such method of computation 8s he o
she may approvs.

{3 The stock of a subsidiary of an insurer shall be valued on the basis of the greater of {a) the value of anly
“such of the assets of sush subsidlary as would constitute lawful investments for the insurer if acquired or heid
directly by the insurer or (b} such other value determined pursuant to rules and cumulative limitations which shall
be promulgated by the commissioner to effectuate the purposes of this chapter.

{4) The commissioner has full discretion in determining the method of calculating velues aceording to the rules set
forth in this section, and consistent with such methods as then adopted by the National Association of Insurance
Commissioners.

{1993 ¢ 462 § 54; 1973 ¢ 151 § 1; 1947 ¢ 79 § .12.18; Rem. Supp. 1947 § 45.12.18.]

NOTES:

Severpbllity -- Implementation -- 1993 ¢ 462; Sge RCW 4B8.31B.901 and 48.31B.902.




RCW 48.12.190
Vealuation af property.
(1) Real property acquired pursuant to a mortgage loan or a contract for a deed, in the shsence of a recent

. eppraisal deemed by the commissioner to be reliable, shall not be valued at an amount greater than ths unpaid

principat of the dafaulted loan or contract at the date of such acquisition, fogether with any taxes and expsnses
pald or incurred In connection with such acquisition, and the cost of improvements thereafter made by the insurer
and any amounts thereafter paid bv the insurer on assessments levied for improvements m conngction with the
property,

{2) Other real property held by an insurer shall not be valued at any amount in excess of fair value, lass
reasonable depreclation based on the estimated (ife of the improvements.

{3) Persona! property acquired pursuant to chatte! mortgages made under RCW 48, 13 150 shall not be valued at
an amount greater- than the unpaid balance of principal on the defaulted loan st date of acquisition- together with
1axes and expenses incurred in connactmn with such acquisition, or the fair va1ue of such property, whichever
amount ‘Is- the lesser.: b

{4} The commissloner has full dnscretion In determining the method of calcuiatung values according to the rules set
forth in this section, and consistent w:th such methods -as then adopted by the ‘Neationa) Association of Insurance
Commissicners.

{1993 c 462 § B5; 1967 ex.s. ¢ 95 § 10; 1847 ¢ 79 & .12.19; Rem. Supp.’ 1947 § 45.12. 191

NOTES:

Severability -- Implemantatlon - 1993 ¢ 462: See RCW 48.31B.901 snd 48.318. 902

RCW 48.12.200

Valuation of purchase money mortgages.

(1} Purchase money mortgages shall be velued In an amount not exceeding the- acquismon cest of the real
property covered theraby or ninety percent of the fair value of such rea property, whichever is"less.

{2) The commissioner has full discretion in determining the method of calculating values according to the rules set
forth in this section, and consistent with such methods as then adopted by the National Assocuatzon of Insurance
Commissioners.

(1993 ¢ 482 § 56; 1947 ¢ 79 § .12.20; Rem. Supp. 1947 § 45.12.20.]

NOTES:

Severability — Implementstion — 1993 ¢ 462: Ses RCW 48.31B.901 and 48.31B.902.




SCHEDULE B
SERVICES

Investment Administration to be performed are:

Monthly

Periodic

daily processing of securities

~ - portfolio accounting functions including posting of all trades, momtonng'

investment income, corporate actions, open payables and receivables
computation of all regulatory figures

analysis and reconciliation of portfohos

yield review :

computation of market declme tests

computation of liquidity analysis

analysis of book values, e.g. bond amortizations and investment prowsnons ,
analysis of gross gain and loss positions

. cash flow obligations

investment review meeting
NAIC and SVO filings
custodial relationships
broker relationships

review and analysis of foreign exchange position

" placement of foreign exchange contracts, where appropriate
- discussions with regulators regarding portfolio (positions)

reporting to the investment committee

reporting to the audit committee

general assistance with accounting issues

maintaining contact with external auditors

such other administrative services -as the parnes shall mutually agree from
time to time

5800 report on investment controls

performance reporting

~ software provider (including e-Pam) — functioning and testing
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SCHEDULE C

FEE SCHEDULE

Investment fees are comprised of two parts: |
(A). The Base Fee Amount
and

(B). The_lncentiire Fee Amount

(A) The Base Fee Amount

1) Fees will be payable quarterly. Interim invoices may be issued
based on our estimates of the final fees payable.

2) After the end of each calendar quarter, FFH shall submit its
investment management charges in accordance with the
schedule below.

3) The charges'are on a calendar year basis. They will be calculated
at the end of each calendar quarter based upon the average of
the market value of the funds at the close of busmess for the

three (3) precedmg months,
4) MARKET VALUE " CHARGE
On Total Market Value . .30%

(B)  The Incentive Fee Amount -

The incentive fee amount relates to the mveshnent managenient of eqmty
securities only.

Annual Base Fee: a) If performance equals or
exceeds benchmark, base fee is
unchanged from current fee,

b) If performance is less than
benchmark, base fee is 90% of
current fee.

Maximum Fee: 1.75% (including base).

9
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SCHEDULE D

1. - Notices

Unless otherwise specified herein, all notices, instructions, advices or other
matters covered or contemplated by this Agreement, shall be deemed duly given when
received in writing (including by fax) by you or us, as applicable, at the address or fax
number set forth below or such other address or fax number as shall be specified i in a
notice similarly given:

If to us:

COMMONWEALTH INSURANCE COMPANY OF AMERICA
C/o 1500 — 595 Buzrard Street

Vancouver, B.C. V7X 1G4.

Fax No.: (604) 683-8968

If to you:

HAMBLIN WATSA INVESTMENT COUNSEL LTD.
95 Wellington Street West

Suite 802

Toronto, Ontario

MSJ 2N7 .

Fax No.: (416) 366-3993

and

FAIRFAX FINANCIAL HOLDINGS LIMITED
95 Wellington Street West

Suite 800 ‘

Toronto ON MS5J 2N7

Fax No.: (416) 367-2201

2. Governing Laws; J urisdictioﬁ; Service of Process

This Agreement shall be governed and construed in accordance with the
laws of Washingtor our state of domicile. Each of the parnes thereto submits to the
jurisdiction of the state and federal courts of Washington, in any. action or proceeding
arising out of or relating to this Agreement and all claims in respect of any such action or
- proceeding may be heard or determined in any such court; and service of process, notices -
and demands of such courts may be made upon you by personal service to the person and
at the address contained in Section 1 above as such person or address may be changed
from time to time.

3
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3. Insurance Department Approval

This Agreement may be subject to the non-disapproval or approval of the
Washington Department of Insurance, and such terms and conditions hereof as may be

~ required by the Washington Department of Insurance to be altered or amended shall be

deemed acceptable to the parties hereto, to the extent same shall not change the substance
and intent of this Agreemient..

4, Inspection of Records

You and we and the duly authorized representatives of each of us shall, at
all reasonable times, each be permitted access to all relevant books and records of the

. other pertaining to this Agreement. You and your duly authorized representatives shall

provide to the Washington Department of Insurance, within fifteen (15) days of any
request from the Washington Department of Insurance therefor, copies of all your books
and records as they pertmn to-us (or any portion thereof as-may be specifically requested)..

5. Headings

The inclusion of headings in this Agreement is for convenience of reference
only and shall not affect the construction or interpretation hereof,

6. Severability

Each of the provisions contained in this Agreement is distinct and severable
and a declaration of invalidity or unenforceability of any such provision or part thereof by
a court of competent jurisdiction shall not affect the vahdlty or enforceability of any other
provision hereof.

7. Entire Agreement

This Agreement and the documents to be delivered pursuant hereto
constitute the entire agreement between the parties pettaining to the subject matter of this
Agreement.

8. Control

Notwithstanding any other provision of this Agreement, it is understood and
agreed that we shall at all times retain the ultimate control of the investment of our
investable funds and we reserve the right, upon written notice by us to you, to direct,
approve, or disapprove any investment made by you hereunder or any action taken by
you with respect to any such investment. Furthermore, it is understood and agreed that
we shall at all times own and have custody of our general corporate accounts and records.

12
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9. .-  Confidential Relationship

The parties hereto will treat as con.ﬁdentlal all mformauon that is not
pubhcly available received ﬁom the other parly :

13
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EXCESS OF LOSS REINSURANCE AGREEMENT"

(the “Agreement™)

between

COMMONWEALTH INSURANCE COMPANY OF AMERICA
of Seattle, Washington, United States of America -
(hereinafter called the "Company") of the one part,

and @

NORTHBRIDGE INDEMNITY INSURANCE CORPORATION
of Vancouver, British Columbia, Canada 7
(hereinafier called the "Reinsurer”) of the other part. -

[N

It is hereby .understood and -agreed-that the Reinsurer participétes in this Agreement for
100% of the risks and amounts covered as hereinafter provided. The premium payable to the Reinsurer as
consideration for this Agreement shall likewise be 100% of the premium payable by the Company as
hereinafter provided. o

Tt is hereby understood and agreed as follows:

 ARTICLEX: SCOPE

1. -~ This Agreement shall apply to losses on policies of insurance underwritten by the
Company in force at the inception of the Agreement (the “Subject Policies™).

2. The Company shall be the sole judge of what constitutes one risk.

ARTICLE Ii: GENERAL CONDITIONS
1. The Company-shall be at liberty where it deems it to be necessary to effect roinsurance
elsewhere of a part or. the whole of any business that would normally come within the ‘scope of this

Agreement where the Company considers such action would be in the mutual interest of both parties
hereto. .

2. The Company or the Reinsurer shall have, and may exercise at any time, the right to
offset any balance ot balances, whether on account of premium, losses, commissions, or-otherwise, due
from one party to the other under the terms of this Agreement. However, in the event of the insolvency of
any party hereto, offset shall be allowed in accordance with the Insolvency Article.



ARTICLE iIl: PERIOD AND TERMINATION
1. This Agreement shall become effective on January 1, 2013 and shall-remain in full force
and effect unti! the latest policy end date of the Subject Policies. It is agreed that all times shall refer to
the local time of each loss.
2. . The réinsur_er shail have no. liability for losses occurring after expiration of this
Agreement, and shall receive no premium earned after expiration of this Agreement,

ARTICLE IV: RETENTION AND LIMIT OF LIABILITY

1, The Reinsurer agrees for the consideration hereinafter appearing to pay to the Company
that part of the Ultimate Net Loss which exceeds $500,000 on account of each and every risk involving
the Subject Policies reinsured hereunder, but the Reinsurer's hablhty shall not exceed 33,000,000 for each
and every risk involving the Subject Policies. However, if a loss arises from a policy that is listed on the
‘attached Schedule A (the “Scheduled Policies™), then the Reinsurer agrees to pay to the Company a
100%.of the Ultimate Net Loss on.account of each and every risk mvolvmg the Scheduled Policies, and
paragraph 2. of this Article, below, shall not apply:. ,

2. In the event of a loss under this Agreement the fimit of liability of the Reinsurer is
reduced by an amount equivalent to the amount of the Ultimate Net Loss payable by the Reinsurer from
the date of the loss.

3. The Ultimate Net Loss as expressed herem may be expressed in United States dollars or-
the cquivalent in other currencies. .

ARTICLE V: GOVERN]NG LAW

This Contract shall be governed as to performance adrnmlstratlon and mterpretatlon by the laws of the
State of Washington, exclusive of conflict of law rules, and the courts of such state shall have Junsdtcnon
in any dispute hereunder.

ARTICLE VI: DEFINITION - “NET RETAINED LINES”
AND “ULTIMATE NET LOSS”

i. . This Agreement shall apply only to that portion of any insurance which the Company
retains net for its own account, and in calculating the amount of any loss hereunder and also in computing
the amount in excess of which this Agreement attaches, only Toss or losses in respect to thét portion of
any insurance which the Company retains net for its own account shall be included:

2. (a) The term “Ultimate Net Loss” shall mean the sum or sums paid or payable by the
Company in settlement.of Josses for which the Company is liable after deducting ail sums
recoverable under other reinsurance whether recovered or not, and all recoveries and

. salvages; all expenses, legal costs-and interest shall also be included. Loss shall include
loss adjustment expense as defined in (b) (i) and (i) below:

(0) {i) Loss adjustment expense means all costs and expenses allocable to a specific
claim that are incurred by the Company in the investigation, appraisal,
adjustment, settlement, litigation, defense or appeal of a specific claim, including
court costs and costs of supersedeas and appeal bonds, and including {(a) pre-



Jjudgment interest, unless included as part .of the award or Judgment, (b) post-
judgment interest; and (¢) legal expenses and costs incurred in connection with
coverage questions and legal actions connected thereto.

(i)  Loss adjustment expense does not include unatiocated loss adjustment expense.
Unallocated loss adjustment expense includes, but is not limited to salaries and
expenses of employees, and office and other overhead expenses.

3. Nothing however in this Article shall be construed as meaning that losses are not
recoverable hereunder until the ultimate net loss of the Company has been ascertained.

4. Recoveries and salvages recovered or received subsequent to a Joss settlement shall be
applied as if recovered or received prior to such settlement and all necessary adjustments shall be made
by the parties hereto.

AI{TICLE VII: PREMIUM AND RATES

1. The premium payable by the Company to the Remsurer shall be 21% of the Subject
Policies’ Gross Net Eamned Premium Income. However, in respect of the Scheduled-Policies, the premium
payable by the Company to the Reinsurer shall be 100% of the Scheduled Policies’ Gross Net Earned
Premium Income.

2, The Company shall forward to the Reinsurer as soon as-possible after the last day of
March, June, September and. December of each and every yeer a quarterly statement of the gross net
eaneqd premium income unless there is no activity during the period. The balance of the premium, if any,
shell be calculated in accordance with paragraph 1 of this Article and shall thereupon be payable by the

debtor party.
3 The expressmn “Gross Net Earned Premium income” shall mean the annual gross earmned
premoiums of the Company on Subject Policies in force during the term of this A.greement on the business
described in the Scope Article, afier deduction of:

)] cancellations;

(i) return premiums;

(iii)  premiums paid or payable by the Company in respect of reinsurances which inure to the
benefit of the Reinsurer hereon prior to the application of this agréement.

ARTICLE VIII: NOTICE OF LOSS AND LOSS SETTLEI\IENTS

1. The Company shall advise the Reinsurer p.romptly of all losses that, in the opinion of the
Company, may result in a claim hereunder and of all subsequent developments thereto that may
matenially affect the position of the Reinsurer.

2. The Company agrees 10 mvesngate defend and settle all claims arising under the Subject
Policies with respect to which reinsurance is afforded by this Agreement and to keep the Reinsurer
advised as to any developments which may affect the cost of any such claim. The Reinsurer shall have



the option, at their own expense, to participate jointly with the Company in the investigation, defense and
settlement of claims to which, in the judgment of the Reinsurer, they-are or might become exposed.

3. As respects losses subject to this Agreement, all loss settlements made by the Company,
provided they are within the terms and conditions of the Subject Policies and the terms and conditions of
this Agreement, shall be binding upon the Reinsurer; and the Reinsurer agrees to pay or allow, as the case .
may be, its share of each such settfement as soon as possible but in any event, no later than fifteen (15)
days following receipt of proof of loss.

ARTICLE IX: CURRENCY

All transactions under-this Agreement shall be made in United States dollars. -

ARTICLE X: AT TERATIONS

Any alterations which. may from time to time become necessary to this Agreement shall
be made and agreed by both parties by correspondence or by an addendum, to be taken as forming part
thereof and equally binding.

"ARTICLE XI: ERRORS AND OMISSIONS

. The Company shall not be prejudiced in any way by any involuntary omission, delay or -
error, it being understood that such omission; delay or error shall be corrected as soon as possible. :

ARTICLE XTI: INSOLVENCY

1. () In the event of the insolvency of the Company, recoveries under this Agreement shall be
payable- by the Reinsurer to the Company of to its liquidator, receiver or statutory
successor on the basis of the Company's liability under the Subject Policies reinsured,
without reduction because of the Company's insolvency. It is further agreed that the
liquidator, receiver or statutory successor of the Company shall give written notice to the
Reinsurer of the pendency of a claim against the Company on any of the Subject Policies
reinsured within a reasonable titne after such claim is filed in the insolvency proceedings,
that during the pendency of such claim the Reinsurer may investigate such claim- and
interpose in the proceeding, where such claim is to be adjudicated any defense or
defenses which it may deem available to the. Company or its liquidator, receiver or
statutory successor; the expense thus incurred by the Reinsurer shall be chargeable
against the Company, subject to court approval, as part of the expense of liquidation to
the extent of a proportionate share. of the benefit which may accrue to the Company
solely as a result of the dcfense undertaken by the Remsurer

_(b) Follovnng the.msolvency of the Company, the Remsurer shal] be entitled to deduct from
any amounts which may be or may become due to the Company under this Agreement
and any othier Agreement, any amounts which are due to the Reinsurer by the Company
under this Agreement and any other Agreement and any sums which are expressed herein
and in any other Agreement to be payable at a fixed or stated date.



2. In the event of the insolvency of the Reinsurer, all amounts due but not paid to the
Reinsurer by the Company on such date under this Agreement and any other Agreement, regardless of the
date on which they become due, and all amounts which become due to the Reinsurer by the Company
after that date under this Agreement and any other Agreement may be retained by the Company and set
off against the amounts due by the Reinsurer under this Agreement and any other Agreement, whether
they were due before the insolvency or become due after. The balance only, if any, shalt be payable by the
Comipany to the Reinsurer at the expiry of'all liability under this Agreement and any other Agreement.

ARTICLE XIIT: SERVICE OF SUIT

(Applicable to a Reinsurer not domiciled in the United States of America, and/or not authorized in any
state, territory, and/or district of the United States where authorization is required by insurance regulatory -
authorities).

1. It is agreed that in the event of the failure of the Reinsurer to pay any amount claimed to be
due under this Agreement, the Reinsurer, at the request of the-Company, shall submit to the jurisdiction of
any court of competent Junsdlctlon within the United States of America and shall comply with all
requirements necessary to give such court jurisdiction, and al) matters ansmg hereunder shall be
determined in accordance with the laws and practice of such' court. Nothing in this clause constitutes or
should be understood to constitute a waiver of the Reinsurer's rights to commence an action in any court
of competent jurisdiction in the United States, to remove an action to a United States District Court, or to
seek a transfer of a case to another court as permitted by the laws of the United States or of any state in
the United States.

D2 Service of process ‘in such suit may be made upon Barger & Wolen LLP, 650 California

Strest, Ninth Floor, San Francisco, CA, 94108 (hereinafter, "agent for service of process”) and in any suijt
instituted, the Reinsurer shall abide by the final decision of such court or of any appellate court in the
event of an appeal.

3 The above named are abthorized and directed to accept service of process on behalf of the
Reinsurer in any such suit and/or upon the request of the Cormpany to give a written undertaking to the
Company that the agent for service of process shall enter a general appearance on behalf of the Reinsurer

in the event such a suit shall be instituted.

4, Further, pursuant to any statute of any state, territory, or district of the United States of
America which makes provision therefore, the Reinsurer hereby designates the Superintendent,
Commissioner, or Director of Insurance or other officer specified for that purpose in the statute, or the
successor of successors in office, as its true and lawful aftorney upon whom may be served any lawful
process in any action, suit or proceeding instituted by or on behalf of the Company or any beneficiary
hereunder arising out of this Agreement, and hereby designates the agent for service of process as the firm
to whom the said officer is authorized to mail such process or a true copy thereof.

ARTICLE XIV: ACCESS TO RECORDS

The Reinsurer or its duly authorized representatives shall have the right ta visit the offices
of the Company to inspect, examine, audit, and verify any of the Policy, accounting or claim files
(“Records™) relating to business reinsured under this Contract during regular business hours after giving
five working days prior notice. This right shall be exercisable during the term of this Contract or after the
expiration of this Contract.



ARTICLE XV: ENTIRE AGREEMENT

No agreements exist between the parties that modify the terms of this Agreement at the
time this Agreement is executed. However, this Agreement may at any time be altered by mutual consent
of the parties either by signed -Addendum or by signed correspondence, and such Addendum or
correspondence shall be deemed to form an integral part of this Agreement.

| IN WITNESS WHEREOF, this Agreement has been duly executed and delivered by the duly
authorized officers of Company and Reinsurer as of the first date written above, _

Commonwcalth Insurance Company of Amerlca
=

By: . o Tago
Name! SHouur? wie
Title: < F5¢)

Bf:

Name:. J o a4 JM{X

Title: V:ﬁ Fiacands
“Northbridge Indefnnity Insurance Cdrporat.ion

By:
Name; i T Ll
572’ w7 L ﬂé"«\;'é

Title:
By: | Dﬁ jr‘“f

Name: // o.\’Mg /ﬂ#{f
Title: | mnnis




Schedule A

SCHEDULED POLICIES

Insnred Name

Policy Number

[Insured Name _ :
Earls Restaurants Limited

Policy End Date

CICANB4002 October 1, 2013
Nordic Well Servicing - CICANB4004 May 1, 2013
North American Pipe & Steel Incorporated CICA3426 February 16, 2013
Paramount Drilling US Limited Liability Company | CICANB4001 June 1, 2013
Rimmex Supply ' ) s CICA3445 March 31,2013
‘Savannah Energy Services Corporation CICANB4000 | June 1, 2013
SK Food Group Incorporated ' CICANB4003 | September 30, 2013




“Canad:an Cross-border Puhcvholders” means those uamed insureds to which the
Canadian Cross-border Policies were issued.

"Canadian -Cross-border Business Renewals" means any and all.insurance contracts,
policies, or other evidence of coverage issued by the Purchaser or its Affiliate to those named
insureds who were most recently Canadian Cross-border Paolicyholders immediately prior to the
inception of such coverage from Purchaser. '

"Effective Date" means the date which first appears in this Agreement,

“Governmental Eptity" means any foreign, domestic, federal, territarial, state, provincial
or local governmental authority, quasi-govermmental authority, instrumentality, court aor
government, self-regulatory organization, comamission, tribunal or organization or any political
or other subdivision, department, branch or répresentative of any of the foregoing,.

"Permit" means any approval, authorization, consent, reglstratxon, franchise, license,
permit or certificate by any Governmental Entity.

"Purchaser” has the meamng set forth in the introduction.

"Renewal Rights" means all of Seller’s (i) rights to renew or rewrite the Canadian Cross-
border Policies upon the expiration, cancellation or anniversary thereof, to the extent such right
does not violate Applicable Law, and (ii) rights to solicit renewals of or replacement coverages
for the Canadian Cross-border Policies, to the extent such right does not violate Applicable Law;
including pohcyholder and agent contact information necessary to undertake (i) and (ii);
provided that Seller’s nghts under (i) and (i) are subject to the rights and requirements of
Seller’s existing agency and brokerage agreements with the agents and brokers who produced the
Canadian Cross-border Policies.

"Transferred Assets" means (i) the Renewal Rights; (u) any and all goodwill related to
the Canadian Cross-border Policies; and (iii) the right to make use of, in Purchaser’s sole
discretion, any of Seller’s rates, rating plans, policy and endorsement forms relating to the
Canadian Cross-border Policies.

ARTICLE 1I - TRANSFER OF ASSETS

Section 2. Transfer of Transferred Assets. On the Effective Date and subject to the
terms and conditions of this Agreement Seller hereby sells, assigns and transfers to Purchaser all
of Seller’s respective right, title. and mterest in the Transferred Assets.

Section 2.2 thng of Canad1an Cwss-border Business Renewals

(8) Upon expnanon or anniversary: On-and after the Effective Date,
subject to Applicable Law and the rights and requirements of Seller’s existing agency and
brokerage agreements with the agents end brokers who produced the Canadian Cross-border
Policies, Purchaser or its Affiliate may quote and issue Canadian Cross-border Business
Renewals that meet Purchaser’s underwriting guidelines and other requirements (as determined



RENEWAL RIGHTS TRANSFER AGREEMENT

This RENEWAL RIGHTS TRANSFER AGREEMENT (this "Agreement™) is
entered into on December 20, 2012 (the “Effective Date”) between COMMONWEALTH
INSURANCE COMPANY OF AMERICA (“CICA"), an-insurance company domiciled in the
State of Washington (referred to as “Seller”) and NORTHBRIDGE INDEMNITY INSURANCE
CORPORATION (“NIIC”), an insurance company incorporated under the laws of Canada
(referred to as "Purchaser"), (the Seller and Purchaser sometunes individually referred to as a
“Party” and collectively as “Parties™).

RECITALS:

WHEREAS, Seller desires to sell, transfer and- assign to Purchaser, and Purchaser
desires to acquire from Seller, the Renewal Rights and other telated Transferred -Assets (as
deﬁned herein);

NOW THEREFORE, in conslderatlon of the foregomg premises and the mutnal
promises and covenants set forth herein, and in reliance upon the representations, warranties,
conditions and covenants contained herein and intending to be legally bound hereby, the Parties
hereto hereby agree as follows: :

ARTICLE I - DEFINITIONS

Section 1.1  Definitions. The following capitalized terms, when used in this
Agwement, have the meanings set forth in this Section 1.1. Other capitalized terms are defined
in the text of this Agreement and have the meanings ascribed to them,

“Affiliate™ means, as applied to any person, any other person directly or indirectly
controlling, controlled by or under common control with, that person. For the purposes of this
deﬁnmon “control” (including with correlative meanings, the terms “controlling”, f‘conn'olled
by”, and “under common control with”) as applied to any person, means the possession; directly
or in_directly, of the power to direct ar cause the direction of the management and policiés of that
person, whether through ownership of voting securities or by contract or otherwise. For
purposes of this definition, the term “person™ means any natural person, corporation, general
partnership, limited partnership, limited ilab:hty company or partnership, proprietorship, other
business organization, trust, union, association or Governmental Entity.

"Applicable Law" means’ any applicable order, law, statute, regulation, rule,
pronouncement, ordinance, bulletin, writ, injunction, directive, judgment, decree, principle of
common law, constitution or treaty enacted, promulgated, issued, enforced or entered by any
federal, territorial, state, provincial or local governmental authority or subdivision, department,
branch, or commission thereof, or any court or judicial body, applicable to or having jurisdiétion
over the Parties hereto, or any of their respective busmesses, propemes or assets.

“Canadian Cross-border Policies” means the lelCleS of commercial insurance issued by
CICA to policyholders as listed in Schedule A, attached hereto.



by Purchaser in its sole discretion) on Purchaser’s or its Affiliate’s policy and endorsement forms
(including any forms transferred to Purchaser with the Transferred Assets). and using Purchaser’s
or its Affiliate’s rates (including rates developed from rating plans transferred to Purchaser with
the Transferred Assets), upon the expiration or anniversary of Canadlan Cmss-bmder Policies;
and

- (b) Upon policyholder-directed cam:ellnnan On and after the Effective
Date, and subject to Applicable Law and the rights and requirements of Seller’s existing agency
and brokerage contracts with the agents and brokers who produced the Canadian Cross-border
Policies, Purchaser or its Affiliate may quote and issue Canadian Cross-border Business

~ Renewals to Canadian Cross-border Policyholders who desire the cancellation of their in-force

Canadian Cross-border Policies prior to the stated expiration thereof and who meet Purchaser’s
or its Affiliate’s underwriting guidelines and other requirements (as determined in Purchaser’s or
its Affiliate's sole discretion), on Purchaser’s or its Affiliate’s policy and endorsement forms
(including any forms trarsferred to Purchaser with the Transferred Asscts) and using Purchaser’s
or its Affiliate’s rates (including rates developed from rating plans transferred to Purchaser with
the Transferred Assets).

Section 2.3  Permiission To_Use Transferred Assets After Effective Date. ' Purchaser
shall permit Seller to male reasonable use of the Transferred Assets after the Effective Date for
the limited purposes of: (a) underwriting and issuing endorsements on Canadian Cross-border
Policies by Seller afier the Effective Date to the extent such endorsements attach to Canadian
Cross-border Policies issued by the Seller prior to the Eﬂ'ect;ve Date; (b) underwriting and
issuing renewals. of Canadian Cross-border Policiés by Seller after the Effective Date to the
extent such renewals are the result of quotations issued before the -Effective Date; (c)
underwriting and issuing renewals of Canadian Cross-border Policies by Seller after the
Effective Date as required pursuant to contractual obligations or under Applicable Law; (d)
administering and adjusting claims under Canadian Cross-border Policies; and (e) to the extent
required by law or regulation, or by regulatory. authorities or reinsurers of Seller in respect of the
Canadmn Cross-border Pohc:es

ARTICLE III - CONSIDERATION

Section3.]  Consideration.  In consideration, Purchaser shall pay to Seller.
$15,000USD, which shall be payable within thlrry (30) days of the: date on whmh the Parties
have signed this Agreement

ARTICLE IV - EXCLUDED ITEMS AND LIABILITIES

. Section4,]  Liability for Losses and Loss .Adjustment Expense and other policy
liabilities. Seller will retain sole responsibility and liability for any losses and loss adjustment
expenses, declaratory judgment expenses, insurance claim or coverage liabilities and any other
liability now or hereafter arising under or relating to the Canadian Cross-border Policies, and
Purchaser will have sole responsibility and lisbility for any losses and loss adjustment expenses,




declaratory judgment expenses and insurance claim or coverage limbilities or any other hablhty
arising under the Canadian Cross-border Busmess Renewa]s

Section 4.-2 .Llablhw for_Commissions, ‘ SelIer-will re_tain sole r_esponsibility _and .
liability for any broker or agent commissions or compensation or any other compensation
arrangements relating to the Cenadian Cross-border Policies; and Purchaser will have sole
‘responsibility and liability for any broker or agent commissions or compensation or any other
compensation arrangements relating to the Canadian Cross-border Business Renewals. - - '

. Section 4.3 Er'ﬁplovees.-' Leases, Office Space and Eciuinment.' Purchaser- is not
. acquiring any employees, leases, office space or equipment or any interest in or liabilities
relating to same from Seller under the terms of this Agieement.

ARTICLE V- REPRL‘SENTATIONS AND WARRANTIES OF SIZLLER
Seller represents and warra.uts to Purchager that, as of the Effective Date:

- Section 5.1 Corporate Authority. Seller has full power and authonity to enter into and
perfurm ﬂns Agreement and this- Agreement when executed, shall constxtute binding obligations
of Seller in ‘accordance with its terms.

Section 5 2 Non-Connavenuon. The execution and delivery of, and performance by,
Seller of their obligations under this Agreement shalI not:

(@ resultina breaeh of any prowsmn of the articles of incorporation or
by-Iaws of either of Seller; or "

(b) result ina breach of any- order judgment or decree of any’ coun or
Governmental Entlty to which Seller is a Party or by which Seller is bound.

Section 5.3 - Comghance with Laws. The Canadian Cross-border-Paolicies have at all
tirnes been underwritten, produced, managed and otherwise conducted in all material respects in
accordance with Applicable Law and there is no investigation, inquiry, order, decree or judgment
of any court or any Governmental Entity or regilatory body outstanding or, to the knowledge of
Seller, threatened against Seller whlch may have a matenal adverse effect upon the Transferred
Assets. T

Section 5.4  Exclusivity. Other than the rights and requirements of Seller’s existing
agency and brokerage contracts with the agents and brokers who produced the Canadian Cross-
border Policies, the Renewal Rights are not the subject of -any option, right to acquire,
assignment, lien or hypothecation or other encumbrance whatsoever or the subject of any
factoring arrangement, conditional sale or other sale agreement or -other agreement mconsxsteut
with the nghts granted or described herem



ARTICLE VI - REPRESENTATIONS AND WARRANTIES OF PURCHASER
Purchaser reprcsents and wanants to Seller that, &5 of the Effectwe Date

Sechon 6.1 crgcrate Autharity. Purchaser has full power and authcnty to enter into
and perform this Agreement and this Agreement, when executed, shall constitute o binding
obligation of Purchaser in accordmlce with its terms. ‘

Section 6.2 Non-Contravention. The execution and delivery of, and performance by,
Purchaser of its obligations under this Agreement shall not:

(a) result in a breach of any provnsxon of the articles of mccrporahon or
by-laws of Purchaser, or

(b) result in a breach of any order, judgment or decree of any court or
Govermnmental Entity’ to which Purchaser isa Party or by which Purchaser is bound.

Section 6.3  Due:- Investipation. Purchaser has performed its own investigation,
analysis and assessment of the Canadian Cross-border Policies and the Transferred Assets being
transfened hereunder, and Purchaser i$ not relying on any representations or warranties- of Seller,
except those contamed in this Agreemeut

ARTICLE VII - COVENANTS .

Section 7.1 . Transfer of the Transferred Assets. Subject to Ai:plicable Law regarding .
the protection and use of personal information, Seller covenant and agree to:-

{a) Cooperate -with Purchaser in making such communications with
Canadian Cross-border Policyholders and insurance producers as are reasonably nécessary and
appropriate to refer Purchaser to- Canadian Cross-border Policyholders and Canadian Cross-
border Policyholders to Purchaser, with Seller and Purchaser to. mutually agree ‘on the ccntent
and method of such Gommumcahons, - - .

(b) Use commerciclly reasonable efforts to take such actions as are -
reasonably necessary to' facilitate Purchaser’s exercise of the Renewal Rights acquired by them
with respect to the Canadian Cross-border Policyholders and otherwise perrmt Purchaser to make
full use of the Transferred Assets;

(c) Cooperate with and provide reasonable assistance to Purchaser on
and after the Effective Date with regard to transitioning Seller’s agent and broker relationships
associated with the Canadian Cross-border Policies; and

{(d) Provide Purchaser, beginning on the Effective Date and continuing
during the term of this Agreement, with reasonable access during normal business howrs,
following prior written notice, to all existing data, contracts and underwriting information
relating to the Canadian Cross-border Policies, including, but not limited to, accurate and
complete copies of all insurance policies, endorsements, correspondence with producers and



producer records; underwriting, loss prevention or engineering files, renewal and producer lists;
actuarial reviews; loss runs pertaining to the Canadian Cross-border Policies; electronic
agpregate claim loss data files for Canadiaz Cross-border Policyholders that become customers
of Purchaser, and any rate and form filings, file notes and associated correspondence with state
insurance departments relating to the Canadian Cross-border Policies. The Purchaser hereby
agrees fo maintain the confidentiality of all personal information relating to Canadian Cross-
border Policyholders and comply with all Applicable Laws regarding the protection and use of
such personal information.

Section 7.2 Facilitating Canadian Cross-border Business Renewals. In order to

facilitate Purchaser’s writing the Canadian Cross-border Business Renewals, Seller specifically
covenants, beginning on the Effective Date, subject to the rights and requirements of Seller’'s
existing agency and brokerage contracts with the agents and brokers who produced Canadian
Cross-border Policies: (i) to cooperate with Purchaser or its Affiliate in making, and maling
itself, conumunications with Canadian Cross-border Policyholders as are necessary and
appropnate to refer Purchaser or its Affiliate to Canadian Cross-border Policyhalders and any of
their brokers and agents; (ii) to use commercially reasonable efforts to take such actions as are
reasanably necessary to help facilitate Purchaser’s exercise of its Renewal Rights with respect to
Canadian Cross-border Policyholders; and (jii) to waive any short-rate penalties on any Canadian
Cross-border Policies cancelled mid-term which Purchaser or its Affiliate desire to renew, and
otherwise refund premium to such Canadian Cross-border Policyhelders on a pro-rata basis.

Section 7.3 Expenses. Except as otherwise specifically provided in this Agreement,
Seller and Purchaser will bear their respective expenses incurred in connection with the
preparation, execution and performance of this Agreement and the consummation of the
transactions contemplated hereby.

Section 7.4  Cooperation,

(a) Purchaser covenants to use commercially reasonable efforts to obtain
all consents, approvals and agreements of, and to give and make all notices and {ilings with, any
Governmental Entity necessary to authorize, approve or penmit the consummation of the
transactions contemplated by this Apreement and any other agreements contemplated hereby.
Seller covenant to cooperate with Purchaser in Purchaser’s efforts to obtain any such regulatory
approvals, Purchaser will provide Seiler and their counsel the opportunity to review in advance
and comment on all such filings with any Governmental Entity. Purchaser will keep Seller
informed of the status of matters relating to obtaining any such regulatory approvals.

(b) Following the Closing, Purchaser and Seller will provide
commercially reasonable assistance to each other with the investigation of, response to or
defense of any suit, action or proceeding with a third party that relates to the Canadian Cross-
botrder Policies or Canadian Cross-border Business Renewals, other than ordinary course claims
litigation,

Section 7.5  Notices of Certain Events. Each Party will promptly notify the other Party

of:



{(a) any notice or other communication received from any individual,
corporation, partnership, limited hablhty company, Governmental Entity, estate, or other entity
alleging that the consent of such is'or may be required in connection with the U‘ansactxons
cnntcmplated by this Agreement;

(b)  eny notice or other - communication received relating to the
transactions contemplated by this Agresment and any other significant notices or other
communications from any Govermnental Entity; and .

. (c) -any actions, suits, claims (other than claims under contracts in the
ordinary course of business consistent in all- material respects with past practlce) investigations
or proceedings commenced or, to such Party's knowledge, threatened against, relating to or
involving or otherwise affecting such Party that relates to the Canadian Cross-border Policies or
Canadian Cross-border Business Renewals, or that relates to the consummanon ‘of a transaction
contemplated by t]ns Agreement.

Sectlon 7.6 Licenses and Permits; Repulatory Comgliaﬁce.

(a) Purchaser covenants to use commercially reasonable efforts to
obtain, or ensure its Affiliate obtains, all Permits necessary to enable them to write Canadian
Cross-border Business- Renewals -contemplated by this Agreement upon the cancellation or
expiration of the Canadian Cross-border Policies and to perform #s obligations under this
Agreement.

(b) Purchaser, Seller and their respective professional. advisors will
comply with all Applicable Laws relating to their conduct in perforining their obligations under
this Agreement. Seller will cooperate (and will continie to cooperate if such filing has already
been made) with Purchaser or its Affiliate in making, as soon as practicable following the date
hereof, all regulatory filings, if any, required for the Purchaser to be in compliance with
Applicable Law as regards the covenants and agreements herem and the transactions
contemplated hereby,

(c) Seller will be responsible, at Seller’s sole cost and expense, for ail
non-renewal and cancellation notifications and other requirements under Applicable Law with

-respect to the Canadian Cross-border Policies. Nothing in this Agreement shall be deemed to

prohibit Seller or any of their Affiliates from issuing any notice of non-renewal required under
Applicable Law with respect to any Canadian Cross-border Policies.

Section 7.7 -Exclusivity. Seller aclmowledges that the intent of this Agreement is to

" convey, subject to the requlrements of existing agent or broker contracts and Applicable Law, all

right, title and interest in the Transferred Assets to Purchaser hereunder. - Seller will not retain -
and will not sell, assign, transfer or otherwise convey-any Renewal Rights and will not assign,
transfer or facilitate (including conducting any marketing activity with respect to the Canadian
Cross-border Policies on behalf of anyone other than Purchaser) the transfer of Canadian Cross-
border Policies  to any individual, corporation, partnership, limited liability company,
Governmental Entity, estate, or other entity other than the Purchaser, except where required
under Applicable Law.



Section 7.8 Non-Compete. Subject to the exceptions set forth below, Seller shall not,
without Purchaser’s prior. written 'consent, directly or indirectly with respect to risks located in -
the United States, underwrite or issue any insurance business. wh1ch would comprise the -
Canadian Cross-border Policies. :

Notwithstanding anything to the contrary, nothing in this Section 7.8 shall be decmed to prohibit
Seller from renewing any Canadian Cross-border Policies they are requxred to renew either
pursuant to conh‘actual obligations or under Applicable Law.

Section 7.9  Public Announcements and Disclosure. Except with the prior consultation
and cooperation with, and the written approval of, the other Party, neither Seller nor Purchaser
shall, directly or indirectly, make any press releases or otherwise disclose to the public or to any
third party any information concerning this- Agreement and/or the transactions contemplated
hereby; other than disclosures to financial, legal and other advisors and to.Governmental Entities .
as required or as may, in the reasonable opinion of counsel, be required by Applicable Law and
disclosures to reinsurers and reinsurance intermediaries in oonnectlon with tbc reinsurance of the
Canadian Cross-border Policies. :

Section 7.10 N0 Limitations on Sellei’s Operations.

(a) Nothing in this Agreement will limit in any way Seller’s ability to
merge, consolidate, restructure, recrganize, or effectuate a partial or complete withdrawal from
any or all lines, kinds or classes of business, or take any actions similar to or in furtherance of the
foregoing.

(b) Nothing in this Agreement shall be deemed to prohibit Seller or any
of their Affiliates from issuing any notice of non-renewal required under Apphcable Law with
respect to any Canedian C‘ross-border Pohcnes '

Section 7.11 No Guaranteed Reneﬂa.]s. Purchaser acknowledgés and agrees that Seller
does not have the power or ability to require any Subject Business Policyholder or any broker or
agent to renew or cancel and rewrite any Canadlan ClOSS-bOl‘dE‘.l Policies with Purchaser.

Section 7.12 - Confidentiality. Each Party hereto will hold, and will use. commermally .
reasonable efforts to.cause its Affiliates, and their rcspectwe professmnal advisors to held, in
strict confidence, all documents and information concerning the other Party or any of its
Affiliates furnished to it by the other Party or such other Party's professional advisors in
connection with this Agreement or the transactions contemplated hereby, except with the prior
written consent of the other Party or unless (i) compelled to disclose by judicial or administrative
process (including without limitation in connection with obtaining the necessary approvals of
this Agreement and' the transactions contemplated hereby of governmental or regulatory
authorities) or by other requirements of Applicable Law, including in connection with an
offering of secwities, or of any stock exchange, (ii) disclosed in-an action or proceeding brought
by a Party hereto in pursuit of its rights or in the exercise of its remedies hereunder or (iii} -
disclosed in conjunction with such Party's communications with any agent, producer or broker,
or with reinsurers and reinsurance intermediaries in connection with the reinsurance of the
Canadian Cross-border Policies.



Section 7.13 Further Assurances. Seller and  Purchaser shall wse commercially
reasonable efforts to take, or cause to be taken, all actions or do, or cause to be done, all things or
execute any documents necessary, proper or advisable to consummate and make effective the
transactions contemplated by this Agreement, the Ancillary- Agreements and any other
agreements contemplated hereby or therehy, subject to their respective terms. Seller and
Purchaser shall execute any additional documents, instruments or conveyances and make any
filings of any kind which may bé reasonably necessary to carry out any of the provisions of this
Agreement, including, without limitation; putting Purchaser in full possessmn and control of the
Transferred ‘Assets,

ARTICLE VIII - INDEMNIFICATION and SURVIVAL

Section 8.1  Survival, The representations, warranties, covenants and agreements of
the Parties contained in this Agreement. will survive the transfer hereunder of the Transferred
Assets until the two (2) years following the effective date of this Agreement, whereupon they
shall expire, excluding any obligations relating to or arising under Section 7.4(b).
Notwithstanding the preceding sentence:

(a). any representation, warranty, covenant or agreement in respect of
which indemnity may be sought under this Agreement will survive beyond the time at which it
would otherwise terminate pursuant to the preceding sentence, if (i) notice of the.breach thereof
giving rise fo such right of indemnity will have been given to the Party against whom such
indemnity may be sought prior to the end of such two-year period, and (ii) with respect to
matters involving Third Party Claims, proceedings in respect of such Third Party Claim have
commenced within twelve (12) months of the Indemnified Party having provided the
Indemnifying Party notice of such Third Party Claim prior to the end of such two-year period in
accordance with Section 9.12 hereof. The Parties acknowledge and agree that the provisions of
this Article VIII will be the sole and exclusive remedy for any breaches of th:s Agreement; and

(b) Any claim for indemnity pursuant to Section 8 2(a) (n) or (b)(ii)
shall survive subject to the applicable statute of limitations.

Section 8.2 Indemnification.

{a) Seller hereby agrees to indemnify Purchaser and their respective
parents, subsidiarjes and other Affiliates, and the officers, directors, employees, agents,
representatives, successors and assigns of each (collectively, “indemnified parties”), against and
agrees to hold each of them hammless from any and all damage, loss, liability and expense .
(including, without limitation, reasonable attorneys' fees and reasonable expenses of
investigation in connection with any action, suit or proceeding), incurred:or suffered by them,
arising directly out of (i) any misrepresentation or breach of warranty, covenant or agreement
made or to be performed by Seller pursuant to this Agreement; (ii) any claim, demand or legal
proceeding brought or actions taken against-any of the Purchaser or the other indemnified parties
arising out of or relating to the Canadian: Cross-border Policies including Seller’s conduct in
underwriting or issuing Canadian Cross-border Policies or adjusting or settling claims in respect
of the Canadian Cross-border Policies or effecting the transfer of the Transferred Assets to



. Purchaser hereumder; or (iii) the enforcement of the indemnified partxes nghts under this Section
8.2(a).. .

() * Purchaser hereby agrees to indemnify Seller. and their respective -
parents, subsidiaries and other Affiliates, and . the officers, directors, employees, agents,
representatives, successors and assigns of each (collectively, “indemnified parties™), against and

_ agrees to hold each of them harmless from any and all damage, loss, liability and expense
(including, without limitation, reasonable attorneys' fees and reasonable expenses of
investigation in connection with any action, suit or proceeding), incurred ar suffered by them,
arising directly out of (i) any misrepresentation or breach of warranty, covepant or agreement
made or 1o be performed by Purchaser pursuant to this Agreement; (ii) any claim, demand or
legal proceeding brought or actions, taken against any of Seller or the other indemnified parties -
arising out of or relating ¢ the Canadian Cross-border Business Renewals including the
Purchaser’s conduct in uuderv{'riting ot issuing the Canadian Cross-border Business Renewals or
adjusting or settling claims in respect of the Canadian Cross-border Business Renewals or
effecting the transfer of the Transferréd. Assets to Purchaser hereunder; or (iii) the enforcement
of the indemnified parties’ rights under this Section 8.2(b).

{c) The Partics hereto shall make available to each other all relevant
information in their possession relating to any liability claimed under this Section 8.2 (except to
the extent that such action would result in a loss of attorney-client privilege as to any material
matter) and shall cooperate with each other i in any- defense theleof

(d) Each mdemmﬁed party shall be obhgated to use its commercially
reasonable efforts to mitigate. the amount of any damages for which it is entitled to seek
indemnification hereunder, and the indemnifying party hereunder shall not be required to make
any payment to an indemnified party in respect of such damages to the extent such indemnified
party has failed to comply with the foregoing obl;gatlon

Sectton 8.3 Spemﬁc Performance. It is a.greed that any Party hereto shall be entitled to
an injunction or m_]unctmns to prevent breaches of this Agreement and to enforce specifically. the
- terms and provisions hereof, in addition to any other remedy to which they are enhtled hereunder -
or otherwise,

ARTICLE IX - MISCELLANEOUS PROVISIONS

Section 9.1  Entire Aggeement Thxs Agreement including.all schedules and exhjbnts
attached hereto or thereto, constitute the entire agreement between the Parties and there are no
understandings other than as expressed in this Agreement. Upon execution this Agreement
supersedes any prior understandings, apreements or trepresentations by or among the -Parties,
whether written or oral, relating to the subject matter hereof, including eny ferms sheet which
may have preceded this Agreement. Any amendment or modification hereto will be null and
void unless made by written amendment and signed by the Parties affected by such amendment.

~ Section 9.2 Assignment; Binding Effect. No assipnment of this Agreement or of any
rights or obligations hereunder may be made by any Party to this Agreement without the prior
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written consent of the other Parties, which consent shall not be unreasonably withheld, and
without such any such assignment shall be void; provided, however, that Purchaser may assign
any rights, interests or obligations hereunder to any of its Affiliates without the prior written
consent of Seller, provided that in the event of any such assignment Purchaser shall remain liable
with respect to their obligations hereunder. This Agreement will apply to, and inure fo the

- benefit of and be binding upon and enforceable against, each Party hereto and its respective

successors and permitted assigns. -

Section 9.3  No Third-Party Beneficiaries. Nothing in this Agreement is intended or
will be construed to give any person, other than the Parties hereto, any legal or equitable right,
remedy or claim under or in respect of this Agreement or any provision contained herein, unless
otherwise expressly provided herein. '

Section 9.4  Invatidity. Unless the-invalidity or unenforceability of any provision or
portion thereof frustrates the intent of the Parties or the purpose-of this Agreement or any of any
Ancillary Agreement, such invalidity or unenforceability will not affect the validity or
enforceability of the other provisions or portions thereof. In the event that such provision will be
declared unenforceable by a court of competent jurisdiction, such provision or portion thereof, to
the extent declared unenforceable, will be stricken. However, in the event any such provision or
portion thereof will be declared unenforceable due to its scope, breadth or duration, then it will
be modified to the scope, breadth or duration permitted by law and w:ll continue to the be fully
enforceable as so modified. :

Section 9.5 Goveming Law. This Agreement will be deemed to have been made
under and governed by the laws of British Columbia, and the laws of Canada applicable therein.

Section 9.6  Jurisdiction. Each of the Parties hereto irrevocably and unconditionally
submits to the exclusive jurisdiction of the courts of the Province of British Columbis, for
purposes of enforcing this Agreement.  In any such action, suit or other proceeding, each of the
Parties hereto irrevocably and um:ondltwnall)r waives and agrees not to assert by way of motion,
as a defense or otherwise any claims that it is not subject to the jurisdiction of the above court,
that such action or suit is brought in an inconvenient forum or that the venue of such action, suit
or other proceeding is improper.

Section9.7 Counterparts. This Agreement may be executed in two or more
counterparts, each of which will be deemed an original, but all of which together will constitute
one and the same instrument.

Section 9.8  Headings. The headings in this Agreement are for the convenience of
reference only and will not affect its interpretations,

Section 9.9 everablhgx. Any term or provision of this Agreement which is invalid or
unenforceable in any jurisdiction will, as to that jurisdiction, be ineffective to the extent of such
invalidity or unenforceability without rendering invalid or unenforceable the remaining terms
and provisions of this Agreement or affecting the validity or enforceability of any of the terms or
provisions of this Agreement in any other jurisdiction. If any provision of this Agreement is so
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broad as to be unenforceable, the provision will be interpreted to be only so broad as would be
enforceable.

Section 9.10 Intempretation. The Parties hereto have participated jointly in the
negotiation and drafting of this .Agreemeut. Consequently, in the event that an ambiguity or.
question of intent or interpretation arises, this Agreement will be construed as if drafted jointly
by the Parties hereto, and no presumption or burden of proof will arise favoring or msfavonng
any Party by virtue of the authorship of any provision of thlS Agrecmem

Section 9.11 Tune of the Bssence. Time shall be of the essence of ﬁﬁs Agreement due
to the time-sensitive nature of the Renewal Rights.

Section 9.12 Notices. All notices and other communications under this Agreement will
be in writing and will bé delivered personally, sent by overnight courier or certified, registered or
express mail, postage prepaid. Any such notice or other communication will be deemed given:
(i) upon actual delivery if presented personally, (ii) one business day following delivery to an
overnight courier or (i) three business days following deposit in the United States mail, if sent
by certified or registered mail; postage prepaid, in each case to the following addresses:

) If to Purchaser:

Northbridge Indemmnity Insurance Corporation
cfo Northbridge Firancial Corporation.

105 Adelaide St. West

Toronto, ON

CANADA MS5H iF9

Attn: General Counsel
(if)- Ifto Seller:
Commonwealth Insurance Company of America
c/o Northbridge Financial Corporation
105 Adelajde St. West
Toronto, ON- !
CANADA MSH 1P9

Attn: General Counsel
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IN WITNESS WHEREQF, this Agreement has been duly executed and delivered by the
duly authorized officers of Purchaser and Seller tlus 20" day of December, 2012.

COMMONWEALTH INSURANCE COMPANY OF AMERICA

Namé G\ ﬂ\?&_ k!JSﬂ w)

Title: wf umdgawWa i @

NORTHBRIDGE /{m‘n’ INSURANCE CORPORATION
By: //‘

Name: oﬁ’ﬁu(,. Fomemorle

Title:
/@;zm

N.a.me " SHOter 7 WD
Title: .S\/P C&f}bﬂﬁﬁé /é‘sé
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Schedule A

CANADIAN CROSS BORDER POLICIES

Insured Name Policy Number | Policy End Date
Earls Restaurants Limited ‘ | CICANB4002 - | October 1, 2013
Nordic Well Servicing ' CICANB4004 | May 1,2013

North American Pipe & Steel Incorporated CICA3426 | February 16, 2013
Paramount Drilling US Limited Liability Company | CICANB4001 | June 1, 2013
Rimex Supply ' CICA3445 March 31, 2013
Savannah Energy Services Corporation CICANB4000 | June'l, 2013-

SK Food Group Incorporated . | CICANB4003 | September 30, 2013
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MANAGEMENT SERVICES AGREEMENT

This Management Services Agreement (this "Agreement") is made and entered into as of
Janaury 1, 2013 (the "Effective Date") by and among "Commonwealth’ Insurance Company of
America, a Washmgton stock insurance company (the “Insurer"), and RiverStone Resources LILC, a
Delaware limited liability company (the "Manager" and together w1th Insurer, the "Parties").

WHEREAS, Manager and Insurer are each indirect subsidiaries of Fairfax Financial Holdings
Limited ("FFH"); and

WHEREAS, Manager prov1des management services to certain of FFH's subSIdlanes and

WHEREAS, the Parnes desire for Manager to provide Insurer such services on the térms and
conditions set forth herein; and :

NOW, THEREFORE, for and in consideration’ of the mutual covenants and agreements contained
herein and other valuable consideration, the ‘receipt and sufficiency of which are hereby
acknowledged, the Parties agree as follows:

1. Definitions.

In this Agreement unless the context otherw.se requlres, the following expressions will
have the following meanings:

"Business Day" means a day other than' a Saturday or Sunday or a public holiday in the
United States;

- “Indemnified Party” shall have the meaning set forth in Sections 6.2 and 6.3.
“Management Fee” shall have the meaning set forth in Séction 3.1.
"Manager's Services" means the services set forth on Schedule A attached hereto and

incorporated herein and such other services ds may be agreed to by the Parties from time to
time.

2. Services.

2.1 Manager shall provide Manager's Services in accordance with the terms and
conditions of this Agreement commencing at such timié as the parties. mutually agree. The Parties
agree that in providing the Manager's Services, Manager will act in good faith and with réasonable
caie and skill and in accordance with any laws and regulatlons applicable to Insurer or Manager,
respectively, and in accordance with and subject to'any guidelinés or procedures provided to it by
the Insurer.

2.2 Insurer hereby authorizes Manager to exercise on its behalf such powers as are
necessary or expedient for the provision and performance by Manager of Manager's Services.
Without limiting the generality of the foregoing, Insurer appoints Manager as its legal
representative and true and lawful attorney to act on its behalf and in its name in the course of
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providing the Services. The appointment of Manager hereunder is not exclusive. Further, Manager
may use the services of subcontractors in performing services on behalf of Insurer, provided
Manager shall not be relieved of any of its obligations to Insurer with respect to services performed
by a subcontractor. Manager shall remain liable to Insurer for any and all actions of its
subcontractors. Notwithstanding anything contained herein, the Insurer shall retain ultimate control
for any service being provided by Manager on its behalf and Insurer may withdraw Manager's
authority, in whole or in part, at any time.

3. Fees.

3.1 Insurer shall pay to Manager fees for the Manager's Services (the "Management
Fee"). The Management Fee shall be equal to the Insurer's share of the costs, overhead and general
expenses incurred by the Manager in providing services hereunder. '

3.2  The Manager shall prepare a budget detailing the estimated cost of providing the
Manager's Services. Manager shall present an annual budget to the Insurer. The Parties shall then
discuss and agree on the budgeted cost for the Manager's Services.

3.3 The Management Fee, based on the agreed annual budget, shall be payable quarteriy
in advance in four equal payments due on January 1, April 1, July 1 and October 1 of each year,
The total actual cost incurred by the Manager in providing services hereunder shall be computed
annually and any adjustment resulling in a Management Fee greater than the total quarterly
advances for the applicable year shall be paid to Manager within 15 days of delivery to Insurer of a
statement of such annual cost, or credited to Insurer for the succeeding quarterly advances if such
adjustment results in a Management Fee less than the quarterly advances for the applicable year.

3.4  If this Agreement is terminated for any reason, a report showing the calculation of
the Management Fee shall be delivered to the Insurer not later than 30 days following the end of the
calendar quarter in which such termination takes effect and the amount of any adjustment over the
quarterly advances paid by Insurer shall be settled not later than 15 days after delivery of such
report. :

3.5  Direct out-of-pocket costs incurred in connection with any third party service
providers engaged by the Manager on behalf of Insurer or in furtherance of the Manager's Services
shall be paid by Insurer either directly to the third party service provider or to the Manager, at the
Manager's election.

3.6 Insurer shall be responsible for all sales, use, property, value-added or other
taxes, if any, based on the services rendered pursuant to this Agreement excluding any taxes based
solely upon the net income of Manager (defined as "Sales Tax"). Accordingly, Insurer agrees to
indemnify Manager from and against a final determination of Sales Tax made by any taxing
authority, administrative, or judicial body resulting from this Agreement. Insurer and Manager’
agree to reasonable cooperation with each other to determine the appropriate Sales Tax, if any,
resulting from this Agreement.



4, Term and_ Termination

4.1 Term. This Agreement shall be effective as of the Effective Date and shall remain
in effect until termmated as prov1ded herein.

4.2 - Termination.

A. This Agreement may be termmated lmmedlately upon mutual agreement of the
Parties (or effective as of such date as they mutually agree) '

B. This Agreement may.be terminated by either party upon sixty (60) days advance
written notzce to the: other party

C. This Agreement shall automatically terminate as to a party in the event, Manager
is hereafter prohibited from performing the Services by law, regulation or an order of a court or
governmental authority having jurisdiction over the Parties or the activities being performed
pursuant to this Agreement. :

D. This Agreement may be terminated by a party by.written notice served on:the
other party, which notice when served shall take effect immediately, if:

i) The other party shall at any time be in material breach of any of its obligations
.hereunder and, in the case of a material breach capable of remedy, fails to remedy the

same within thirty- (30) days after receiving written notice from the aggrieved party
requiring it do so; or

(ii) The other party.shall at any time become insolvent, suspend payment of its debts,
enter into any a:rrangement with its creditors, convene a meetmg of its creditors or cease
‘or threaten to cease to carry on its business or enter into.liquidation (voluntary or
involuntary) or ‘have a receiver appointed over any of its assets.

43 Records. Manager -shall maintain' true and correct records relating to the
Manager's Services provided herein. All such records shall be the property of Insurer. Such
records shall be maintained during the term of this Agreement and for a period of three (3) years
after termination of this Agreement. Manager shall make such books available for inspection
(including on-site inspections, audit and copying) by. Insurer at any time upon reasonable notice
to Manager, during the term hereof and for a period of three (3) years thereafter, at which time
any and all records pertaining to Insurer may be prov1ded to Insurer or be destroyed, at Insurer's
option. .



5. Confidentiality

5.1  The Parties acknowledge that in the course of dealings between each other, they
each will acquire from the other information about business activities and operations, technical
information and trade secrets, all of which are highly confidential and proprietary {"Confidential
Information"). Confidential Information shall not include (i) information already known to a
party; (ii) information which now is or hereafter becomes publicly known through no wrongful
act of a party, (1ii) information received by a party from a third party without similar restriction
and without breach of this Agreement; (iv) information independently developed by a party; (v)
information approved for release by written authorization of the other party; and-(vi) information
which, after notice to a party providing a reasonable opportunity to contest disclosure, must be
disclosed pursuant to the requirements of a governmental agency or a final binding order of a
court of competent jurisdiction. A party's Confidential Information shall be safeguarded by the
other party with at least as great a degree of care as that party uses to safeguard its own most .
confidential materials or data relating to its own business.

5.2 Inthe course of providing Manager's Services under this Agreement, Insurer may
provide Manager or Manager may gain access to and generate non-public personally
identifiable, financial and/or health information of Insurer's consumers, customers, insureds or
claimants (hereinafter collectively "Protected Information"), the use and protection of which
may be subject to federal, state and local laws. Manager acknowledges and agrees that it shall
only use the Protected Information for the purposes for which it was provided to Manager under
the Agreement and for no other purpose except pursuant to a written agreement signed by the
Parties or as otherwise permitted by law. Except as required by applicable law or as necessary to
carry out its obligations under the Agreement, Manager shall not disclose Protected Information
to a third party, provided however, that each insured shall be given reasonable access to data
concerning it, unless restricted by law. Each party shall be solely responsible for maintaining
the security of such Protected Information in its possession and for complying with all federal,
state and local laws, regulations, or other requirements governing the privacy and non-disclosure
of such information.

5.3 The provisions of this Section 5 shall survive the termination of this Agreement.

6. Indemnification.

6.1  Manager shall not be liable to Insurer in respect of its appointment under this
Agreement or any services provided under this Agreement except in respect of loss arising as a
result of any willful default, dishonesty or gross negligence on the part of Manager or of any of
its managers, officers or employees in the performance of Manager's obligations under this
Agreement.

6.2  Insurer agrees to indemnify and hold harmless Manager, its managers, agents and
employees ("Indemnified Party") from and against any and all liabilities, losses, expenses,
claims, demands, suits, fines or judgments including, but not limited to, reasonable attorneys'
fees, costs and expenses incident thereto which may be suffered by, accrued against, charged to
or recoverable from the Indemnified Party, its managers, officers, agents or employees, by
reason of or arising out of or in connection with (i) any negligent or willful act or omission of
Insurer; (ii) any act or omission of Manager taken or omitted to be taken at the direction or with
the approval of Insurer; (iii) any breach of this Agreement by Insurer; and (iv) any act taken or

4



omitted to be taken by Manager in good faith in performance of its duties under this Agreement.

6.3  Manager agrees to indemnify and hold harmless Insurer, its officers, directors,
agents,-and employees ("Indemnified Party") from and against all liabilities, losses, expenses,
claims, demands, suits, fines, or judgments including, but not limited to, reasonable attorneys' -
fees, costs, and expenses incident thereto which may be suffered by, accrued against, be charged
to or recoverable from the Indemnified Party, its officers, directors, agents, or employees, by
reason of or arising as a result of any willful default, dishonesty or gross negligence on the part

of Manager or of any of its managers, officers or employees in the performance of Manager’s
obligations under this Agreement. :

6.4  Notices with Respect to Indemnification. The Indemnified Party shall provide
Manager or Insurer, as the case may be, notice of any proceedings to which this Section 6 applies
as soon as the Indemmﬁecl Party leams of such proceedings.. A party's failure to provide such
notice shall not relieve the party of its obligations pursuant to this section.

6.4  Survival. The provisions of this Section 6 shall survive the expiration or
termination of this Agreement or cessation of Manager's Services.

7. Notices.

Any notice or other communication required or permitted under this Agreement shall be
in writing and shall be- delivered personally, by facsimile 6r sent by certified, registered or
express mail, postage prepaid. Any. such notice. shall be deemed given when so delivered
personally, by facsimile or, if mailed, on the date of receipt as follows:

If to Insurer:

Commonwealth Insurance Company of America
¢/o RiverStone Resources

250 Commerical St., Suite 5000

Manchester, NH 03101

Attention:  Chief Executive Officer

If to Manager:

RiverStone Resourees LLC

250 Commercial St., Suite 5000

Manchester, NH 03101

Attention: General Counsel



8. Disputes.

A Any dispute or difference arising with reference to the applicable interpretation or -
effect of this Agreement, or any part thereof, shall be referred to a Board of Arbitration (the
"Board") of two arbitrators and an umpire. The members of the Board shall be U.S. citizens and
shall be active or retired dis'mterested ofﬁcers of insurance or reinsurance companics

B. One arbltrator shall ‘be chosen - by ‘the party mmatmg the arb1trat10n and
dcmg:nated in the letter requesting arbitration. The other party shall respond, within thirty (30)
days, advising of its arbitrator. The umpire shall thereafter be chosen by the two arbitrators. In
the event either party fails to designate its arbitrator as indicated above, the other party is hereby
authorized and empowered to name the second arbitrator, and the party which failed to designate
~ its arbitrator shall be deemed to have waived its right to designate an arbitrator and shall not be’
aggrieved thereby. The two arbitrators shall then have thirty (30) days within which to choose an
umpire. If they are unable to do so, an umpire, meeting the qualifications set forth above, shall
be chosen by the American Arbitration Association. Each party shall bear the fees and expenses
of the arbitrator selected by or on its behalf, and the Parties shall bear the fees and expenses of
the umpire as determined by the Board. -

C.  Each party shall submit its case to the Board within one month from the date of
the appointment of the umpire, but this. period of time may be extended by unanimous written
consent of the Board. The Board shall make its decision with regard to the custom and usage of
the insurance and reinsurance business. The Board is released from all judicial formalities and-
may abstain from the strict rules of law. The written decision of a majority, of the Board shall be
rendered within sixty (60) days following the termination of the Board's hearings, unless the
Parties consent to an extension. Such majority decision of the Board shall be final and binding
upon the Parties both as to law and fact, and may not be appealed to any court of any
jurisdiction. Judgment may be entered upon the ﬁnal decision of the Board in any court of
proper jurisdiction. -

D. The arbitration shall take place in Manchester, New Hampshire unless otherwise
agreed in writing by the Parties.

9, Books and Records.

9.1 Insurer and Manager and their respective duly authorized representatives shall, at
all reasonable times, be permitted access to all relevant books and records of the other party
pertaining to the Manager's-Services provided pursuant to the provisions of this Agreement,

92  The Commissioner of Insurance for the State of Washington (or equivalent
official), or his or her representatives shall, at all reasonable times, be permitted access to all
. relevant books and records of Manager. In order to assure itself of Manager's compliance with .
the terms of this Agreement, Insurer, upon reasonable notice to Manager, shall have the right to
conduct audits of the files and the books and records of Manager as they pertain directly to the
Manager's Services. Insurer shall retain ownership of any and all of its records.

10. Force Majeure

10.1 Neither party shall incur any liability to the other in respect of any default in the
. 6 . N N -



performance of its obligations arising from circumstances outside the Parties' control.

10.2 Non-exhauétive illustrations of such circumstances include Act of God, War, Riot,
Explosion, Abnormal Wgather Conditions, Fire, Flood, Government Action, S_trikes and
Lockouts. : ' )

103 Ifeither party is prevented from carrying out its obligations in such circumstances,
it shall notify the other party within two business (2) days of the event.

10.4 If the circumstances preventing this Agreement from being carried out continue
for a period exceeding three (3} months from and including the date when the party sends such
notice, then either party may give written. notice to the other terminating this Agreement. Such
written notice must be received whilst the circumstances are still continuing.

11.  Miscellaneous Provisions.

11.1. This Agreement constitutes the entire contract between the Parties and there are
no other understandings between them with respect to the subject matter of this Agreement
other than as is expressed herein or in a duly executed addendum and supersedes all prior
agreements and understandings between the Parties with respect to such subject matter. This
Agreement may be amended, supplemented or modified, and any provision hereof may be
waived only pursuant to a written instrument making specific reference to this Agreement
signed by each of the Parties hereto. No failure or delay by any party in exercising any right,
power or privilege hereunder shall operate as a waiver thereof, nor shall any single or partial
exercise thereof preclude any other or further exercise thereof or the exercise of any other right,
power or privilege.

11.2. This Agreemé'nt may be executed in multiple counterparts, each of which shall
be an original.

11.3  This Agreement shall inure to the benefit of the Parties and be binding upon their
successors and permitted assigns. Nothing ‘in this Agreement shall create or be deemed to create
any third party beneficiary rights in‘any person not a party to this Agreement. No assignment,
delegation or other transfer of this Agreement or of any rights or obligations hereunder may be
made by any party to this Agreement (in whole or in part, voluntary or involuntary, by
operation of law or otherwise, other than by operation of law in a merger) without the prior
written consent of the other party.

11.4  The provisions set forth in this Agreement are severable. If any term, provision,
covenant or restriction of this Agreement is held by a court of competent jurisdiction or other
authority to be invalid, void or unenforceable in any jurisdiction or against its regulatory or -
public policy, the remainder of this Agreement, and the application of such provision to other
persons or circumstances, shall not be affected thereby and shall remain valid and enforceable in

- such jurisdiction, and any such invalidity or unenforceability in any jurisdiction shall not

invalidate or render unenforceable such provision in any other jurisdiction. Upon determination
that any term, provision, covenant or restriction is invalid, void or unenforceable or against the
regulatory or public policy of the governing jurisdiction, the Parties hereto shall negotiate in
good faith to modify this Agreement so as to effect the original intent of the Parties as closely as
possible to the fullest extent permitted by applicable law in an acceptable manner to the end that

7



“the transactions contemplated by thjs Agreement are fulﬁlled ‘to the -exte'nt pOSSible
11.5 Insurer and Manager are not partners. or joint venturers and nothmg in this

Agreement shall be construed as to-make them such. partners or _]OlI'lt venturers, or impose any
' ]lab]]lty as such on elther of them. Each is an mdependent contractor of the other.

11.6 This Agreement shall.be. governed by and construed in accordance with the laws
of the State of Washington mthout giving effect to the principles of conflicts of laws thereof.

{Signature Page Follows]



IN WITNESS WHEREOF, this Agreement is hereby executed by duly authorized
representatives of the Parties as of the date first written above. ‘

RiverStone Resources ALC
) Y :
By:
Title: Ve (e ok
= < & ¥tcunVe oRtwest—

Name: _[g\; ,-hg-!k_,: ¢ Toom £y

Commonwealth Insurance Company of America

By:

Title:

Name:




IN WITNESS WHEREOF, this Agreement is hereby'e_xecﬁted by duly authorized

representatives of the Parties as of the date first writlen above,

RiverStone Resources LLC

By:

_ Title;

Name:

Commonwealth Insurance Company of America

By Y%

B
Title: CTT

Name: S‘fﬁ%’.-z’//f whp
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Schedule A

MANAGER'S SERVICES

Manager's Services may include the provision of any of the following, in whole or in part, and
may also include the oversight thereof:.

1. Financial Services, including, without limitation, preparation of financial statements,

managerment of daily operations, tax services, actuarial analysis and related services, treasury
functions and accounts payable.

2. Human Resources, including, without limitation, use of employees, recruiting services and
benefits management.

3. Reinsurance Services, including, without limitation, all reasonable and necessary
administration, management and collection services, security analysis and administration of

letters of credits and other security arrangements and commutations.

4. Legal related services, including, without limitation, corporate secretary function, litigation
management and regulatory compliance and oversight.

5. Administration and managemcﬁt services necessary for the daily operations of Insurer.

6. Strategic planning advice.
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CLAIM ADMINISTRATION SERVICES AGREEMENT

This Claim Administration Services Agreement (this “Agreement”), effective as of January 1, 2013 (the
“Effective Date™), is entered into by and between RiverStone Claims Management LLC (“RiverStone™),
a Delaware limited liability company and Commonwealth Insurance Company of America (“Insurer™),
an insurance company organized and. existing under the laws of the State of Washmgton (each
sometimes individually referred to.as a “Party” and collectwely as “Partles”)

WHEREAS, Insurer has an ex1stmg book of insurance and assumed reinsurance business, and related
ceded reinsurance business, under which claims have arisen and will continue to arise; and

WHEREAS, it is the Parties’ mutual -desire that RiverStone will provide Insurer with claim
administration services as more fully described herem, and that Insurer wﬂl reunburse RiverStone for
the reasonable costs associated with’ prov1dmg such services;

NOW, THEREFORE in con51derat10n of the promises and agreements contamed herein, the Parties
hereby mutually agree.as follows:

I Appointment of RiverStone .

A. Insurer hereby appoints RiverStone as its claims manager, legal represéntative and true and
lawful attorney to act on its behalf and in its name in the course of providing the Services as
hereinafter defined, subject to the conditions and limitations hereinafter described; it being
understood that RiverStone’s appointment hereunder is non-exclusive. RiverStone hereby
accepts such appointment and agrees to comply with the provisions, conditions and
limitations set forth in this Agreement.

B. RiverStone represents and warrants that it has the legal and regulatory authority and holds all
licenses and approvals necessary to perform and provide the.Services in each and every

jurisdiction as the performance of such Services may require.

IL. Responsibilities and Duties of RiverStone

A. Services to be Provided: Commencing at such time as the Parties may mutually agree and
continuing for so long as this Agreement is in effect, RiverStone shall provide Insurer with
the following services (collectively, the “Services”) relating to insurance policies issued by
or on behalf of Insurer-and assumed reinsurance agreements issued by Insurer or in which
Insurer participates, subject to such limitations and in accordance with such procedures as
Insurer may provide to RiverStone in writing from time to time:

1. Insurance Claims Administration — RiverStone shall provide Insurer with all
reasonable and necessary claims management and administration services in respect
of losses and claims notified under insurance policies issued by or on behalf of
Insurer (“Insurer Insurance Business”), including the investigation, adjustment,
settlement, payment, resistance and resolution of claims; appointment of defense
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counsel for insureds where necessary; and the engagement of counsel and the
participation in coverage litigation arising out of Insurer Insurance Business on behalf
of Insurer.

2. Assumed Reinsurance Claims Administration — RiverStone shall provide Insurer with
all reasonable and necessary reinsurance claims management and administration
services in respect of claims ceded under assumed reinsurance agreements issued by
or participated in by Insurer as an assuming reinsurer (“Insurer Assumed Reinsurance
Business™), including the investigation, adjustment, settlement, payment, resistance
and resolution of ceded claims; involvement with ceding company counsel and
policyholder counsel  where necessary; the engagement of counsel and the
management of litigation -or arbitration arising out of Insurer Assumed Reinsurance
Business on behalf of Insurer and commutations.

B. RiverStone shall also provide Insurer with such information, reports, data, and actuarial and
accounting support in respect of the Insurer Insurance Business and the Insurer Assumed
Reinsurance Business, in such form and amount, as the parties may mutually agree; it being
agreed that such services are included within the defined term “Services” as used herein.

C. Insurer shall provide RiverStone with all such information and co-operation as are reasonably
required by RiverStone to enable RiverStone to provide the Services as required under the
terms of this Agreement. Insurer shall also make its claims processing systems and support
available to RiverStone.

D. RiverStone shall promptly notify Insurer regarding any inquiries or notifications received
from governmental entities or of any litigation or arbitrations filed by or against Insurer. The
parties agree to cooperate and coordinate in resolving any and all inquiries or proceedings,
including determining which party should respond.

E. Notwithstanding any of the foregoing provisions, it is specifically understood that the
ultimate control regarding the settlement and management of claims, litigation and
arbitrations is retained by Insurer and, as such, Insurer may assume the handling of any such
claim or matter at any time.

Service Standards

A. RiverStone shall monitor closely its delivery of the Services and undertakes to disclose to
Insurer any development that would have a material impact on its ability to carry out the
Services effectively.

B. RiverStone shall provide the Services with due care, skill and diligence and expeditiously in
such cases where time is of the essence, and in all respects in accordance with all applicable
laws and regulations.



Iv. Servicing Fees

A. Insurer shall pay to RiverStone fees for the RiverStone's Services (the "RiverStone Fee").
The RiverStone Fee shall be equal to the Insurer's share of the costs, overhead and general
expenses incurred by the RiverStone in providing services hereunder.

B. RiverStone shall prepare a budget detailing.the estimated cost of providing the RiverStone's
Services. RiverStone shall present an dnnual budget to the Insurer. The Parties shall then
discuss and agree on the budgeted cost for the RiverStone's Services. The RiverStone Fee,
based on the agreed annual budget, shall be payable quarterly in advance in four equal
payments due on January 1, April 1, July 1 and October 1 of each year. The total actual cost
incurred by the RiverStone in providing services hereunder shall be computed annually and
any adjustment resulting in a RiverStone Fee greater than the total quarterly advances for the
applicable year shall be paid to RiverStone within 15 days of. delivery to Insurer of a
statement of such annual cost, or credited to Insurer for the succeeding quarterly advances if
such adjustment results in a RwerStone Fee less than the quarterly advances for the
apphcable year.

C. If this Agreement is terminated for. any reason, a report showing the calculation of the
RiverStone Fee shall be-delivered to the Insurer not later than 30 days following the end of
the calendar quarter in which such termination takes effect and the amount of any adjustment
over the quarterly advances paid by Insurer shall be settled not later than 15 days after
delivery of such report.-

D. Direct out-of—pocket costs’ incurred .in - connection with any third party service providers
engaged by the RiverStone on behalf of Insurer or in furtherance of the RiverStone's Services
shall be paid by Insurer either directly to the third party service prov1der or to the RiverStone,
at the RiverStone's election.

E. Insurer shall be responsible for all sales, use, property, value-added or other taxes, if any,
"based on the services rendered pursuant to this Agreement excluding any taxes based solely
upon the net income of RiverStone (defined as "Sales Tax"). Accordingly, Insurer agrees to
indemnify RiverStone from and against a final determination of Sales Tax made by any
taxing authority, administrative, or judicial body resulting from this Agreement. Insurer and
RiverStone agree to reasonab]e cooperation with each other to determine the appropriate
Sales Tax, if any, resulting from this Agreement.

V. Confidentiality

Each Party recognizes the confidential nature of the information to be delivered or shared by
Insurer under this Agreement. Therefore, each Party will use the same care and discretion to
avoid disclosure, publication or dissemination of information received as the care and discretion
used by it to avoid disclosure, publication or dissemination of its own confidential information.
Without limiting the generality of the foregoing, RiverStone acknowledges that in the course of
providing services under this Agreement, RiverStone may gain access to and generate non-public
personally identifiable, financial and/or health information of Insurer's consumers, customers,
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insureds or claimants (hereinafter collectively "Protected Information"), the use and protection of
which may be subject to federal, state and local laws. RiverStone acknowledges and agrees that
it shall only use the Protected Information for the purposes for which it was provided to
RiverStone under the Agreement and for no other purpose except pursuant to a written
agreement signed by the Parties or as otherwise permitted by law. Except as required by
applicable law or as necessary to catry out its obligations under the Agreement, RiverStone shall
not disclose Protected Information to a third party, provided however, that each insured shal] be
given reasonable access to data concerning it, unless restricted by law. .

The provisions of this Section V shall survive the termination of this Agreement.

Term and Termination

A. Term. This Agréement shall be effective as of the Effective Date and shall remain in effect
until terminated as provided herein.

B. This Agreement may be terminated immediately upon mutual agreement of the Parties (or
effective as of such date as they mutually agree).

C. This Agreement may be terminated by either party upon sixty (60) days advance writien
notice to the other party.

D. This Agreement shall automatically terminate as to a party in the event RiverStone is
hereafter prohibited from performing the Services by law, regulation or an order of a court or
governmental authority having jurisdiction over the Parties or the activities being performed
pursuant to this Agreement.

E. This Agreement may be terminated by a party by written notice served on the other party,
which notice when served shall take effect immediately, if:

(1) The other party shall at any time be in material breach of any of its obligations
hereunder and, in the case of a material breach capable of remedy, fails to remedy the
same within thirty (30) days after receiving written notice from the aggrieved party
requiring it do so; or

(iiy  The other party shall at any time become insolvent, suspend payment of its debits,
enter into any arrangement with its creditors, convene a meeting of its creditors or cease
or threaten to cease to carry on its business or enter into liquidation (voluntary or
involuntary) or have a receiver appointed over any of its assets,

F. In the event of any termination, RiverStone shall transfer to Insurer (or to such replacement
service-provider as Insurer may direct) all records (including claim files) created or
maintained by RiverStone relating to the Services as soon as reasonably possible and shall in
all ways assist in the transfer, to enable the continued and uninterrupted provision of the
Services either by Insurer itself or by the designated third party.
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G. In the case of a termination of this Agreement in accordance with paragraphs A or B above,

or in the event that Insurer begins to obtain the Services or a material portion thereof from
another provider while this Agreement is still in effect, the Parties will accommodate the
financial impact on RiverStone occasioned by the displacement of those RiverStone
employees dedicated to providing the Services.

Indemnification

A RiverStone shall not be liable to Insurer in respect of its appointment under this Agreement

Or any services prowded under this Agreement except in respect of loss arising as a result of
any wilful default, dxshonesty ot gross negligence on the part of RiverStone or of any of its

managers, officers or employees in the performance of RiverStone's obhgatlons under this
Agreement.

. Insurer agrees to indemnify and hold harmless RiverStone, its managers, agents and

employees ("Indemnified Party") from and against any and all liabilities, losses, expenses,

claims, demands, suits, fines or judgments including, but not limited to, reasonable attorneys'

fees, costs and expenses incident thereto which may be suffered by, accrued against, charged
to or recoverable from the Indemnified Party, its managers, officers, agents or employees, by
reason of or arising out of or in connection with (i) any negligent or. wilful act or omission of
Insurer; (ii) any act or omission of RiverStone taken or omitted to be taken at the direction or
with the approval of Insurer; (iii) any breach of this Agreement by Insurer and (iv) any act
taken or omitted to be taken by RiverStone in good faith in performance of its duties under
this Agreement.

. RiverStone agrees to indemnify and hold harmless Insurer, its officers, directors, agents, and

einployees ("Indemnified Party") from and against all liabilities, losses, expenses, claims,
demands, suits, fines, or judgments including, but not limited to, reasonable attorneys' fees,
costs, and ‘expenses incident thereto which may be suffered by, accrued against, be charged
to or recoverable from the Indemnified Party, its officers, directors, agents, or employees, by
reason of or arising as a result of any wilful default, dishonesty or gross negligence on the
part of RiverStone or of any of its managers, officers or employees in the performance of
RiverStone’s obligations under this Agreement.

. Notices with Respect to Indemmnification. The Indemnified Party shall-provide RiverStone or

Insurer, as the case may be, notice of any proceedings to which this Section 6 applies as soon
as the Indemnified Party learns of such proceedings. A party’s failure to provide such notice
shall not relieve the party of its obligations pursuant to this section.

. The indemnification obhgatlons set forth above shall "survive any termination of this

Agreement.

Notices and Other Commun‘ications

A. All notices, requests, demands hereunder (aside from any routine business communications

under Parts II. and IV. of this Agreement) must be in writing and shall be deemed to have



IX.

been duly given if delivered by hand, facsimile or mailed by first class, registered mail,
return receipt requested, postage and registry fees prepaid and addressed as follows:

1. If to RiverStone:

250 Commercial St. Suite 5000
Manchester, NH 03101

Attention: General Counsel
2. Ifto Insurer:

Commonwealth Insurance Company of America
c/o RiverStone Resources LLC

250 Commercial St., Suite 5000

Manchester, NH 03101

Attention: General Counsel

B. Routine business communications under Parts Tl and IV of this Agreement must be in writing
and may be transmitted via either (i) hand; (ii) first class mail; (iii) fax; or (iv) electronic
mail. If sent via electronic mail, email addresses shall be notified to either party as required.

Disputes

A. Any dispute or difference arising with reference to the applicable interpretation or effect of
this Agreement, or any part thereof, shall be referred to a Board of Arbitration (the "Board")
of two arbitrators and an umpire. The members of the Board shall be U.S. citizens and shall
be active or retired disinterested officers of insurance or reinsurance companies.

B. One arbitrator shall be chosen by the party initiating the arbitration and designated in the
letter requesting arbitration. The other party shall respond, within thirty (30) days, advising
of its arbitrator. The umpire shall thereafter be chosen by the two arbitrators. In the event
either party fails to designate its arbitrator as indicated above, the other party is hereby
authorized and empowered to name the second arbitrator, and the party which failed to
designate its arbitrator shall be deemed to have waived its right to designate an arbitrator and
shall not be aggrieved thereby. The two arbitrators shall then have thirty (30) days within
which to choose an umpire. If they are unable to do so, an umpire, meeting the qualifications
set forth above, shall be chosen by the American Arbitration Association. Each party shall
bear the fees and expenses of the arbitrator selected by or on its behalf, and the Parties shall
bear the fees and expenses of the umpire as determined by the Board.

C. Each party shall submit its case to the Board within one month from the date of the
appointment of the umpire, but this period of time may be extended by unanimous written
consent of the Board. The Board shall make its decision with regard to the custom and usage
of the insurance and reinsurance business. The Board is released from all judicial formalities
and may abstain from the strict rules of law. The written decision of a majority of the Board



D.

shall be rendered within sixty (60)-days following the termination of the Board's hearings,
unless the Parties consent to an extension. Such majority decision of the Board shall be final
and binding upon the Parties both as to law and fact, and may not be appealed to any court of
any jurisdiction. Judgment may be entered upon the final decision of the Board in any court
of proper jurisdiction. )
The arbitration shall take place in Manchester, New Hampshue unless otherwise agreed in
writing by the Parties. .

X. Force Majeure

A

Neither party shall incur any liability to the other in respect of any default in the performance
of its obligations arising from circumstances outside the Parties' control.

Non-exhaustive illustrations of such circumstances include Ac¢t of God, War, Riot,
Explosion, Abnormal Weather Condltlons Fire, Flood, Govemment Action, Strikes and
Lockouts.

If either party'is prevented from carrying out its obligations in such cucumstances it shall
notify the other party within two business (2) days of the event.

If the circumstances preventing this Agreement from being carried out continue for a period
exceeding three (3) months from and including the date when the party sends such notice,
then either party may ‘give written notice to-the other terminating this Agreement. Such
written notice must be received whilst the circumstances are still continuing,.

XI. Miscellaneous

A.

This Agreement constitutes. the entire contract between the Parties and there are no other
understandings between them with respect to the subject matter of this Agreement other than
as is expressed herein or in a duly executed addendum and supersedes all prior agreements
and understandings between the Parties with respect to such subject matter. This Agreement
may be amended, supplemented or modified, and any provision hereof may be waived only
pursuant to a written instrument making specific reference to this Agreement signed by each
of the Paities hereto. No failure or delay by any party in exercising any right, power or
privilege hereunder shall operate as a waiver thereof, nor shall any single or partial exercise
thereof preclude any other or fmther exercise thereof or the exercise of any other nght
power or privilege.



B. This Agreement may be executed in multiple counterparts, each of which shall be an
original.

C. This Agreement shall inure to the benefit of the Parties and be binding upon their
successors and permitted assigns. Nothing in this Agreement shall create or be deemed to
create any third party beneficiary rights in any person not a party to this Agreement. No
assignment, delegation or other transfer of this Agreement or of any rights or obligations
hereunder may be made by any party to this Agreement (in whole or in part, voluntary or
involuntary, by operation of law or otherwise, other than by operation of law in a merger)
without the prior written consent of the other party.

D. The provisions set forth in this Agreement are severable. If any term, provision, covenant
or restriction of this Agreement is held by a court of competent jurisdiction or other authority
to be invalid, void or unenforceable in any jurisdiction or against its regulatory or public
policy, the remainder of this Agreement, and the application of such provision to other
persons or circumstances, shall not be affected thereby and shall remain valid and
enforceable in such jurisdiction, and any such invalidity or unenforceability in any
jurisdiction shall not invalidate or render unenforceable such provision in any other
jurisdiction. Upon determination that any term, provision, covenant or restriction is invalid,
void or unenforceable or against the regulatory or public policy of the governing jurisdiction,
the Parties hereto shall negotiate in good faith to modify this Agreement so as to effect the
original intent of the Parties as closely as possible to the fullest extent permitted by
applicable law in an acceptable manner to the end that the transactions contemplated by this
Agreement are fulfilled to the extent possible. '

E. Insurer and RiverStone are not partners or joint venturers and nothing in this Agreement
shall be construed as to make them such partners or joint venturers, or impose any liability as

such on either of them. Each is an independent contractor of the other.

F. This Agreement shall be governed by and construed in accordance with the laws of the
State of Washington without giving effect to the principles of conflicts of laws thereof.

Signature Page Follows




IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be executed by their

respective duly authorized officers.

RIVER STONE CLAIMS MANAGEMENT LLC

AL

P

1% 4l |

By:

Name: Ny ol GobewRM. —m

Title: ?ﬂ-esinwr - O W F ot DFAUS

MDate: i/ 4 ! A0tS

COMMONWEALTH INSURANCE COMPANY OF AMERICA

By:

Name:

Title:

Date:




IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be executed - by their
respective duly aumonzed officers.

' RIVER STONE CLAIMS MANAGEMENT LLC

Name:
Title:
Date;

COMMONWEALTH INSURANCE COMPANY OF AMERICA

By: @ﬂ@

- Name: — Shleler-7 L0
Title: fo s 24 -‘

© Date: Fopr 4. 2072




The purpase of this agreement (the *Agreement") is to eterimine the amount of fedetal and
(where applicable) -state income tax allocated to members of the affiliated group (as described
below) and the amount each will ;'ny':o or receive from TIG Holdings, Inc. This Agreement is
between TIG Holdings, Inc a Delaware corporation (*Parent”); and the undersigned subsidiary

corporation or corporations (hamﬁet collectively called the *Subsidiaries® or individually called

“Subsidiary*), Parent and.the Subsidiaries are sometimes hereafier collectively referred 10 as the
'Gl'ollp". '

1. The members of the Group are affiliated corporations and have elected to file a
consolidated federal income tax retum with Fairfax, Inc. under the provisions of Section 1501, et
seq., of-the Internal Revenue Code of 1986, as aménded, (the "Code®).

2. Each Subsidiary shall compute and pay to the Parent its federal income tax liability
as if computed on a separate retnm Each Subsidiary‘shall-have first use of all of its respective
current operating losses and. credits. The calculation of the separate federal income tax Liability of
each Subsidiary shall be made pursuant to the Code and its regulatioris, as well as applicable cases,
rulmgs, ., and shall be determined by utilizing the maximum applmble corporate income tax
rate. |

3. EachSubsidiary shall pay such separate retum tax liability t the Parent by no later
than the applicable due date or dates that such payments wéild have been required by the Intémal

Revenue Service if the Subsidiary had filed a separate return, or as soon thereafter as possible.

TIG-ALL COMPANIES/TAXALLOCATION AGREE



4, If a Subsidiary would not have to pay any federal income tax or would have a claim for
refund of federal income taxes, the Parent will pay to such Subsidiary an amount equal to the
reﬁmdsuchSubsidiarywouthavebeenmﬁﬂedtoobtainﬁomﬂwlntemaikevmmSewioe. The
Parent shall make the payment to the Subsidiary by no later than the applicable due date or dates
that payment would have been made by the Internal Revenue Service if such Subsidiary had filed a
~ timely claim for refund, or as soon thereafier as possible.

5. Ifaﬂoraporﬁmd‘ﬂ\eGmupismquedorﬁaselecﬁedwﬁleaunimryor
combined state income tax return (each such Group hereafter called a *State Group®), the parent of
the particular State Group will compute, report and pay the State Group's state income tax liability
in accordance with the applicable state laws and regulations and will file the State Group's required
annual return. Within thirty (30) days from the filing of the State Group's annual return, the parent
of the State Group will calculate and assess to each member of the State Group its share of the State
erp'sstateincometaxliabilitybasedon(i)themetlmdﬁlogy required or established by state
income tax law or, (ii) if none, the percentage of each member's separate income or tax divided by
the total scpama income or tax of the State Group. Within thirty (30) days of such assessment,
each member will pay to the Parent its share of the state income tax liability.

‘6. Ifaﬁaﬂwﬁﬁngofaraumitisdaerminedﬂmdwﬁabﬂityoqmputedhaﬂmde:is
incorrect, whether by reason of an Internal Revenue Service or state audit, discovery of error, the
learning of new information, or otherwise, appropriate payments, including allocations of penalty
and/or interest, if applicable, shall be made promptly to reflect the payments that should have been

made.

TIG-ALL COMPANIES/TAXALLOCATION AGREE



7. In lieu of actual payments, adjustments to inter-company payablés and receivables
may be made, and any net balances due will be paid within 90 days of each adjiistment. All
payments under this Agreement, including subsequent changes in the amount of a Subsidiary's tax
liability or reimbursement payment, sﬁall-be considered an inter-company payable or receivable, as
the case may be, until such adjustment is paid, and shall not be considered a dividend or surplus
contribution. |

| 8.  The Parent agrees.to indemnify and reimburse each Subsidiary for any and all
claims, demands and expenses in the event that the Internal Revenue Service levies upon the assets
of such Subsidiary for unpaid taxes, including penalties and-interest, in“excess of that amount for
which such Subsidiary may be liable pursuant to the terms of this Agreemient.
9.  This Agreement shall be applicable only-with respect to periods for which the
parties are members of: the same affiliated Group filing:a consolidated federal income tax return.
No adjustments hereunder shall be made with respect to periods for which éither the Parent or one
or more of the Subsidiaries are not members of the same affiliatéd Group. If at any time the
Parent or Subsidiary.acquires, creates, or otherwise adds one or more entities that are
includable. members of the Group (as defined under Section 1504 of the Code), it is understood
that any such entity shall automatically be made subject to this Agreement to the sarme extent
as if such entity had been an original party to the Agreement. -

10.  This Agreement shall take effect as of January 1, 2000 and shall continue until
terminated by the mutual writlen agreement of all of the parties. In the évent any party ceases (o be
affiliated with the Group, this Agreement automatically terminates only with respect to that
member. This Agreement shall also terminate if the Group fails to filé a consolidated federal

income tax return for any tax year of this Agreement. Notwithstanding the termination of this

TIG-ALL COMPANIES/TAXALLOCATION AGREE



Agreement, itsmvisimsudﬂmnminineﬁecgudmmpeawanypaiodofﬁmduﬁngﬂwm
year in which termination occurs, for which the income of the terminating party must be included
in the consolidated federal income tax return.

11.  This Agreement may, from time to time, be amended, modified, and supplemented
in such manner as may be mutually agreed upon by the parties, subject to the approval of any
regulatory authorities as required by law. Any amendment, modification or supplement to this
Agreement shall be in writing and shall be executed by a duly appointed representative of each of
the parties.

| 12.  Every article, term, condition and provision of this Agreement is declared to be
independent of and severable from all other articles, terms, conditions and provisions of the
Agreement. Invalidation, whether judicial or otherwise, of any article, term, condition or provision
contained in this Agreement shall in no way affect any other provisions of this Agreement, all of
which shall remain in full force and effect.

13.  The books, accounts, tax returns and records of the Parent and the Subsidiaries shall
be maintained so as to clearly and adequately disclose the precise nature and details of the
obligations and liabilities under this Agreement. All materials relating to the tax retums, including
but not limited to the retumns, supporting schedules, work papers, and correspondence, shall be
available for inspection at any time during normal business hours by the Parent or any Subsidiary.
Each party to this Agreement shall maintain, at its principal or home office, records of all tax
allocations, and any subsequent Internal Revenue Service or state review or adjustment. The
provisions of this section shall suzvive termination of this Agreement.

14.  This Agreement has been approved by the Board of Directors of each party to this
Agreement to the extent required by regulatory authorities. This Agreement shall be effective upon

approval of regulatory authorities as required by law.

TIG-ALL COMPANIES/TAXALLOCATION AGREE



15.  This Agreement is not assignable by any party without the prior written consent of
! the other parties.

- IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by duly
| authorized officers 10 be effective January 1, 2000,

TIG HOLDINGS, INC.,
a- Delaware corporation

By: __ WW
Name: wrma.m P YRy /P S o

Title: SuP -

TIG INSURANCE GROUP

| Tt
| - I wasﬂthM '

Tide:  yp

TIG INSURANCE COMPANY

_By: . #
Name: co . /i1eemm Af- Ath'F
Title: UP

¥ TIG PREMIER INSURANCE COMPANY

By: _ (/W
Name: o ¢ fioiim N - ol

- Title: UP
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TIG INDEMNITY COMPANY

Name: (oefleecm A @

Titde: v
'FAIRMONT INSURANCE COMPANY

Name: welltan f- JZ

Tite: pp

TIG SPECIALTY INSURANCE COMPANY

N HLg
Name: Lo ctivam A- AT

Title: Up

TIG INSURANCE COMPANY OF MICHIGAN

. Name: @itconm N- T

Title: vp

TIG INSURANCE CORPORATION OF AMERICA

By:
Name: ¢t e A Mé

Title: up

TIG INSURANCE COMPANY OF COLORADO

By: L’W/
Name: (o flowm N i

Title: vp
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By __ :
Name: ¢poetfvam N. ‘

'l‘ftle:, UP

COUNTRYWIDE CORPORATION

"By:. A

Name: woo/ivewm N. '

~ Title: vp

“TIG HOLDINGS 1, INC.

By:

Name: 20~/ raim N- . N Z
Title: y p

TIG HOLDINGS 2, INC.

By: . M/%‘é?‘,/
Name:, cooclhesn §. o

Title: ¢«p

. TIG HOLDINGS 4, INC.

By: . . __ MM/‘
- Name: e vtiam A o7 ¥

Title: ¢ P

TIG HOLDINGS 5, INC. .

RUSCO SERVICES INC.

Name: Lo itiansn, N- L

, Title: Uf
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PRIORIS, INC.

By: . (W
Name: s v i tam 8- o

Title: vy p

TIG LATIN AMERICA, INC.

ol
WO ffranma N- .

Title: v -

TIG (BERMUDA) LTD..

By: MM/ —
Name: coviivam #- A&&Qyﬁ’
~ Tidle: SUP.

TIG COMMONWEALTH HOLDINGS, INC.

By: __ -
Name: cociliom N
Tite: pp.

COMMONWEALTH INSURANCE COMPANY OF AMERICA

By: ~
Name: M,wv..o M /A.rm/
Tide: ﬁ\/ﬁ— (,;»Q./o!?fl r‘ g-i—(‘ﬂc Tany/

ODYSSEY AMERICA REINSURANCE CORPORATION

Tltle e vr
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- Name:

ODYSSEY REINSURANCE CORPORTION

By_Q»—M%}»;k

Pk L S
Title: L vr

HUDSON INSURANCE COMPANY

By:. Qm,\&__k J}M

Name: - L Dl
Title: v ¢

TIG RE UK HOLDINGS CORPORATION

By:

Tite:

RANGER INSURANCE COMPANY

NN ot

Phxhpl Brdugliton
President & CEO

RANGER INSURANCE MANAGERS, INC.

RANGER INSURANCE FINANCE COMPANY

e

Philip J. Broughton
President & CEO
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RANGERS MANAGERS CORP.
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AMENDMENT NO. [1] TO INTER-COMPANY TAX ALLOCATION AGREEMENT

This Amendment No. [1] to the Inter-Company Tax Allocation Agreement ("Amendment
No. [1]") is made and entered into as of Aw:u st /#2010 by and among General Fidelity
Insurance Company, a South Carolina stock (the “Insurer“) and TIG Holdings, Inc., a Delaware
corporation (the "Parent™).

WHEREAS, the Parent is a party to an Inter-Company Tax Allocation Agreement as of
Janvary 1, 2000 (the "Prior Agreement™) which sets forth a method to allocate and settle the
Federal income tax liability of the participants in the Inter-Company Tax Allocation Agreement,

NOW THEREFORE in cons:derauon of the mutual covenants contamed herein, the
parties agree as follows:

1. Effective Date. This Amendment No. [1] shall have effect for all taxable periods,
beginning on or after [Jamary 1, 2011].

-2, Additions to Part_ies':to the Prior Agreement. The Insurer is hereby added as a
party to and shall be made subject to the Prior Agreement to the same extent as if the Insurer had
been an original party to the Prior Agreement.

[Signature Page Follows]



IN WITNESS WHEREOF, this Amendment No. [1] is hereby executed by duly
authonzed officers of the parties hereto as of the date first above written. -

TIG HOLDIN IN@
By: AW

Tlt]e \Itc.-_ gttgs.ogyr"
Name: -Jbied €. COSSie

GENEW
. T S SN

 Title: Qs 0T & ClHeF &g leundy pefidard—
| Name: picHess, Rg.ondsd

INSURANCE COMPANY

NYA 6264052 -



AMENDMENT NO. 2 TO INTER-COMPANY TAX ALLOCATION AGREEMENT

This Amendment No. 2 to the Inier-Company Tax Allocation Agreement ("Amendment
No. 2") is made and entered into as of _“Fw\y \ » 2011 by and among Valiant Insurance
Group, Inc., a Delaware corporation; Valiant Insurance Company, a Delaware stock insurer;
Valiant Specialty Insurance Company, a Delaware stock insurer; and Investment &
Administrative Services Company, a Delaware corporation (collectively, the “Companies™) and
TIG Holdings, Inc., a Delaware corporation (the "Parent").

WHEREAS, the Parent is a party to an Inter-Company Tax Allocation Agreement as of
January 1, 2000 (the"Prior Agreement") which sets forth a method to allocate and settle the
Federal income tax liability of the participants in the Inter-Company Tax Allocation Agreement.

NOW THEREFORE, in consideration of the mutual covenants conta.med herein, the
parties agree as follows:

1. Effective Date. This Amendment No. 2 shall have effect for all taxable periods,
beginning on or after [T \y \, R0\ ]

2. Additions to Parties to the Prior Agreement. The Companies are hereby added as
additional parties to and shall be made subject to the Prior Agreement to the same extent as if -
they had been an original party to the Prior Agreement.

[Signature Page Follows]



 IN WITNESS WHEREOF, this Amendment No. 2 is hereby executed by duly
authorized officers of the parties hereto as of the date first above written. .

| TIG HOLD/Hﬁ:‘S\M
Tlﬂc (‘/ \/ [ ‘
Name. J’)L A Cq C‘p'-\

VALIANT INS
By: ! '
: . Title:
 Name: W\ s Q. Bewniey

VALIANT INSURANCE COMPANY

\m;‘

‘Title:  Cages Sivecotwe O Lree Siveconue OFFVWER

‘Name: Nienovas {’j &5533 E‘{ '

VALIANT SPECIALTY INSURANCE COMPANY - |

. Y \!
By: \& bag I )\' ’
Title: Cuner ©rE Lun\)m
Name: ﬁxuxchg; C_. Q;E;g& N

INVESTMENT AND ADMINISTRATIVE SERVICES COMPANY

By: - e e -
Title: O WEE ‘:_LE CUTWE m
Name: N \ o 0955_-2 ‘ .55 wTLes

NYA 626405.2



AMENDMENT NO. 3 TO INTER-COMPANY TAX ALLOCATION AGREEMENT

This Amendment No. 3 to the Inter-Company Tax Allocation Agreement ("Amendment .
No. 3") is made and entered into as of January ,1/3201 3 by and among Commonweéalth Insurance

Company of America., a Washington corporatiof] (the “Company™); and TIG Holdings, Inc., a
Delaware corporation (the "Parent"). ‘

WHEREAS, the Parent is a party to an Inter-Company Tax Allocation -Agfeenient és of
January 1, 2000 (the "Prior Agreement™) which sets forth a method to allocate and settle the
Federal income tax liability of the participants in the Inter-Company Tax Allocation Agreement.

NOW THEREFORE, in consideration of the mutual covenants contained herein, the
partles agree as follows:

1. Effective Date. This Amendment No. 3 shall have effect for all taxable periods,
beginning on or after Jauuary/}q,/2013‘

2. Additions to Parties to the Prior Agreement. The Company is hereby added as an
additional party to and shall be made subject to the Prior Agreement to the same extent as if they
had been an original party to the Prior Agreement.

[Signature PagerFollows]



IN WITNESS WHEREOF, this Amendment No. 3 is hereby executed by duly
authorized officers of the parties hereto as of the date first above written.

TIG HOLDW
By: '

\.I . -
Title: . €oect dent
Name: - Cb!,\n (‘c; 1 :.‘.

' COMMONWEALTH INSURANCE COMPANY OF AMERICA
By: : R
Title:

Name:




IN WITNESS WI_IEREOF, this Amendment No, 3 is hereby executed by duly
authorized officers of the parties hereto as of the date first above written.

TIG HOLDINGS, INC.
By:

Title:
Name:

COMMONWEALTH INSURANCE COMPANY OF AMERICA

-

Title: /Z“rfz?
Name: Steatier 74 0’4?«9




TAX AND.COMPLIANCE SERVICES AGREEMENT

This Tax and Compliance Services Agreement is made and entered into as of January 1,
2013, by and between Commonwealth Insurance Company of America, a stock insurer
(“Insurer”) and Fau'fax (US), Inc., a Delaware corporatwn (*Fairfax” and. together with
the Insurer, the “Pames”) ‘ .

WHEREAS Insurer and Fairfax are each indirect subsidiaries of Fmrfax annclal
Holdings Limited (“FFH”); and

WHEREAS, Fairfax provides regulatory and tax consultmg services, among other
services, to FFH and certain of its subsidiaries including FFH; and

NOW, THEREFORE for and in-consideration of the mutual covenants and agresments
contained herein and other valuable consideration, the receipt and sufficiency of which
are hereby acknowledged, the parties agree as follows: .

1. Deﬁmtmns.

1.1 “I.ndemmﬁed Insurer Persons” shall mean the Insurer and its respectwe directors,
officers, agents or employees

1.2 “Indcmmﬁed Fairfax Persons™ shall mean Fairfax or any of its managers,
du-ectors officers, agents or employees.

1 .3 “Fairfax Serwces” shall mean the semces provnded by Fmrfax to Insurer as shall
be requested by Insurer and agreed between the Parties from time to time. Without
limiting the generality of the foregoing, such services shall include consulting services on
reguiatory and tex matters as well as compliance services. These services shall include,
but will not be limited to, Federal, State and International Tax return préparation, Federal,
State and Intcrnatlonal tax plannmg, preparation of checks and-wires for Federal, State
and Intemat:ona] tax filings, bank reconciliation and escheat compliance with respect to
the preparation of checks a.nd research and comphance related to tax reporting in
financial statements.

14  “Fairfax Fee” sha'_ll have the meaning set forth in Section 3.1.

2. Services.

2.1 Fairfax shall prdvide Fairfax Services in accordance with the terms and conditions
of this Agreement. The parties agree that in providing the Fairfax Services, Fairfax will

act in good faith and with reasonable care and skill and in accordance with any laws and
regulations applicable to Insurer or Fairfax, respectively, and in accordance with and

- subject to any guidelines or procedures provided to it by the Insurer.



2.2 Insurer hereby authorizes Fairfax to exercise on its behalf such powers as are
necessary or expedient for the provision and performance by Fairfax of the Fairfax
Services. The appointment of Fairfax hereunder is not exclusive. Further, Fairfax may
use the services of subcontractors in performing services on behalf of Insurer, provided
that Fairfax shall not be relieved of any of its obligations to insurer with respect to
services performed by a subcontractor. Fairfax shall remain liable to Insurer for any and
. all actions of'its subcontractors. Notwithstanding anything contained herein, the Insurer
shall retain ultimate control for any service being provided by Fairfax on its behalf and
Insurer may withdraw Fairfax’s awthority, in whole or in part, at any time. Services shall
commence upon mutual agreement of the parties. :

3. Fees.

3.1  Insurer shall pay Fairfax fees for Fairfax Services, Fairfax Fees shall be
based upon Fairfax’s costs, overhead and general expenses incurred in providing services
(“Fairfax Fees").

3.2 Fairfax shall prepare an annual budget detailing the estimated cost of
providing its Services each quarter for the upcoming year. Budgets shall be presented no
later than ten (10) business days before commencement of the provision of Services, and
annually thereafter.

3.3 Insurer shall pay to Fairfax an amount equal to one-fourth of the annual
budget quarterly, due no later than April 15th, June 15%, September 5th and December
15th of each year. The total actual cost incurred in providing Services hereunder shall be
computed quarterly and any adjustment resulting in a quarterly Fee greater than the
applicable total quarterly advance for such quarter shall be paid to Fairfax within fifteen
(15) business days of delivery of a statement of such quarterly cost, or credited to Insurer
for the succeeding quarterly advances if such adjustment results in a Fee less than the
quarterly advances for the applicable year, Ifthis Agreement is terminated for any
reason, a report showing the calculation of the Fees shall be delivered by Fairfax to
Insurer not later than thirty (30) business days following the end of the calendar quarter
in which such termination takes effect and the amount of any adjustment shall be settled
not later than fifteen (15) business days after delivery of such report. Late payments shall
bear interest at the lesser of 2% per month or the maximum rate permitted by law..

3.4 Direct out-of-pocket costs incurred in connection with any third party
service providers engaged by Fairfax on behalf of Insurer, shall be paid either directly to
the third party provider by the party on whose behalf the services are being provided, or
Fairfax at Fairfax’s election.

3.5  Insurer shall be responsible for all sales, use, property, value-added or

other taxes, if any, based on the services rendered pursuant to this Agreement excluding
any taxes based solely upon the net income of Fairfax (defined as “Sales Tax").

4, Term and Termination.



4.1  Term. This Agreement shall be effective-as of the date first shown above
and shall remain in effect until terminated as provided herein.

4.2 Termination.

A, This Agreement may be terminated mmedmately upon mutual agreement
of the Parties (or effective as of such date as they mutually agree).

B, Either party may termmate this Agreement upon sixty (60} days written
notice to the-other party.

C. This Agreement shall automatically terminate as to a party in the event
Fairfax is hereafter prohibited from performing the Services by law, regulation or an
order of a court or governmental authority having jurisdiction over the parties, or the
activities being performed pursuantto this Agreement.

D. This Agreement may be termmated by a party by written notice served on
the other party, which notice when served shall take eﬁ"ect unmedlately, 1f

(i) The other party shall at any time be in material breach of any of its obligations
hereunder and, in the casé of a material breach capable of reniedy, fails to remedy the
same within thirty (30) days after receiving written notice from the aggrieved party
requiring it do 50; or

(i)  The other party shall at any time become insolvent, suspend payment of its debts,
enter into any arrangement with its creditors, convene a meeting of its creditors or cease
or threaten to cease to catry on its business or enter into liquidation (voluntary or
involuntary) or have a receiver appointed over any of its assets, '

43  Records: Fairfax shall maintain true and comrect records relating to the Fairfax
Services provided herein. - Such records shall be maintained during the Term of this Agreement
and for a period of three (3) years after termination of this Agreement. Fairfax shall make such
books available for inspection (including on-site inspections, audit and copying) by Insurer at
any time upon reasonable notice to Fairfax, during the Term hereof and for a period of three (3)
years thereafter, at which time any and all records pertaining to Insurer shall be provided to
Insurer or shall be destroyed, at Insurer’s option.

5. Confidentiality.

51 The parties ack:nowledge that in the course of deahngs between each other, they
each will acquire from the other information about business activities and operations,
technical information and trade sectets, all of which are highly confidential and
proprietary (*Confidential Information”). Confidential Information shall not inctude (i)
information already known to aparty; (ii) information which now is or hereafter becomes

~ publicly known through no wrongful act of a party; (iii) information received by a party

(F5 )



from a third party without similar restriction and without breach of this Agreement; (iv)
information independently developed by a party; (v) information approved for release by
written authorization of the other party; and (vi) information which, after notice to a party
providing a reasonable opportunity to contest disclosure, must be disclosed pursuant to the
requirements of a governmental agency or a final binding order of a court of competent
jurisdiction. A pasty’s Confidential Information shall be safeguarded by the other party
with at least as great a degree of care as that party uses to safeguard its own most
confidential materials or data relating to its own business.

5.2  In the course of providing Services under this Agreement, Insurer may provide
Fairfax or Fairfax may gain access to and generate non-public personally identifiable,
financial and/or health information of Insurer’s consumers, customers, insureds or
claimants (hereinafter collectively “Protected Information™), the use and protection of
which may be subject to federal, state and local laws. Fairfax acknowledges and agrees
that it shall only use the Protected Information for the purposes for which it was provided
to Fairfax under the Agreement and for no other purpose except pursuant to a written
agreement signed by the parties or as otherwise permitted by law. Except as required by
applicable law or as necessary to carry out its obligations under the Agreement, Fairfax
shall not disclose Protected Information to a third party; provided, however, that each
insured shall be given reasonable access to data concerning it, unless restricted by law.
Each party shall be solely responsible for maintaining the security of such Protected
Information in its possession and for complying with all federal, state and local laws,
regulations, or other requirements governing the privacy and non-disclosure of such
information.

5.3  The provisions of this Section 5 shall survive the termination of this Agreement,

6. Indemnification.

6.1 Fairfax shall not be liabie to Insurer in respect of its appointment under
this Agreement or any services provided under this Agreement except in respect of loss
arising as a result of any wiliful default, dishonesty or negligence on the part of Fairfax or
any of its directors, officers, or employees in the performance of Fairfax’s obligations
under this Agreement. Fairfax shail indemnify, defend and hold Indemnified Insurer
Persons harmless from and against any and all Liabilities resulting from or arising out of
any wiliful act or negligence of Fairfax taken or omitted to be taken pursuant to this
Agreement.

6.2 Insurer shall indemnify, defend and hold Indemnified Fairfax Persons
harmless from an against any and all damage, loss, costs, and expenses (including
reasonable attorney’s fees and litigation expenses) (collectively “Liabilities™) resulting
from or arising out of (i) any negligent or willful act or omission of Insurer taken or
omiifted to be taken pursuant to this Agreement; (i1} any act or omission of Fairfax taken
or omitted to be taken at the direction or with the approval of Insurer; (iii) any breach of
this Agreement by Insurer and (iv) any act taken or omitted to be taken by Fairfax in
good faith in performance of its duties under this Agteement.



6.3  Survival. The provisions of this Section 6 shall survive the expiration or
termination of this Agreement or cessation of Services.

7. Notices.

Any notice or other communicetion required or permitted under this Agreement
shall be in writing and shall be delivered personally, by facsimile or sent by certified,
registered or express mail, postage prepaid. -Any such notice shall be deenied given when
so delivered personally, by facsimile or, if mailed, on the date of receipt as follows:

If to Insurer: Commonwealth Insurance Compa.ny of Amenca
- c¢fo RiverStone Resources LLC
250 Commercial St.; Suite 5000
Manchester, NH 03101
Facsimile: 603-656-2257
- Atfention: General Counsel

If to Fairfax: . Fairfax (US), Inc.
2850 Lake Vista Drive, Suite 150
Lewisville, Texas 75067
Atin: Tax Director

By notice given in accordance. with this article to the other paxrty, either party may
designate another address o person for receipt of notice hereunder. - '

8. Disputes.

A. Any dispute or difference arising with reference to the applicable
interpretation or effect of this Agreement, or any part thereof, shall be referred to a Board
of Arbitration (the “Board”) of two arbitrators and an umpire. The members of the Board
shall be U.S, citizens and shall be active or retired dlsmterested officers of insurance or
reinsurance companies.

B. One arbitrator shall be chosen by the party initiating the arbitration and
designated in the letter requesting arbitiation. The other party shall respond, within thirty
(30) days, advising of its arbitrator, The umpire shall thereafter be chosen by the two
arbitrators. In the event either party fails to designate its arbitrator as indicated above, the
other party is hereby authorized and empowered to name the second arbitrator, and the
party which failed to designate its arbitrator shall be deemed to have waived its right to
designate an arbitrator and shall not be aggrieved thereby. The two arbitrators shall then
have thirty (30) days within which to choose an umpire. If they aré unable to do so, an
umpire, meeting the qualifications set forth above, shall be chosen by the American
Arbitration Association. Each party shail bear the fees and expenses of the arbitrator
selected by or on its behalf, and the parties shall bear the fees and expenses of the umplre
as determined by the Board.



C. Each party shall submit its case to the Board within one month from the
date of the appointment of the umpire, but this period of timne may be extended by
unanimous written consent of the Board. The Board shall make its decision with regard
to the custom and nsage of the insurance and reinsurance business. The Board is released
from all judicial formalities and may abstain from the strict rules of law. The written
decision of a majority of the Board shall be rendered within sixty (60} days following the
termination of the Board’s hearings, unless the parties consent to an extension. Such

" majority decision of the Board shall be final and binding upon the parties both as to law
and fact, and may not be appealed to any court of any jurisdiction. Judgmentmay be

' ~ entered upon the final decision of the Board in any court of proper jurisdiction.

D. The arbitration sba]i take place in Manchester New Hampshire unless
otherwise agreed in writing by the parties.

9, Books and Records.

9.1  Insurer and Fairfax and their respective duly authorized representatives
shall, at all reasonable times, be permitted access to all relevant books and records of the
other party pertaining to the Services provided. pursuant to the provisions of this
Agreement.

9.2  The Commissioner of Insurance for the state of Washington (or equivalent
official), or his or her representatives shall, at all reasonable times, be permitted access to
all relevant books and records of Fairfax. In order to assure itself of Fairfax’s compliance
with the terms of this Agreement, Insurer, upon reasonable notice to Fairfax, shall have
the right to conduct audits of the files and the books and records of Fairfax as they pertain
directly to the Services. Insurer shall retain ownership of any and all of its records.

10.  Force Majewre .

10.1 Neither party shall incur any liability to the other in respect of any default
in the performance of its obligations arising from cucumstances outsmle the Parties'
control.

10.2 Non-exhaustive illustrations of such circumstances include Act of God,
War, Riot, Explosmn, Abnormal Weather Condmons Fire, Flood Government- Action,
Strikes and Lockouts .

103 If either party is pl_-evented from carrying out its' obligations in ‘such
circumstances, it shall notify the other party within two business (2) days of the' event. -

104 If the circumstances preventing this Agreement from being carried out
continue for a period exceeding three (3). months from and including the date when the
party sends such notice, then either party may give written notice to the other terminating
this Agreement. Such written notice must be received whilst the circumstances are still



continuing.
11.  Miscellaneous Provisions.

11.1. This Agreement constitutes the entire contract between the Parties and
there are no other understandings between them with respect to the subject matter of this
Agreement other than as is expressed hetein or in a duly executed addendum and
supersedes all prior agreements and understandings between the parties with respect to
such subject matter. This Agreement may be amended, supplemented or modified, and
any pravision hereof may be waived only pursuant to a written instrument making
specific reference to this Agreement signed by each of the parties hereto. No failure or
delay by any party in exercising any right, power or privilege hereunder shall operate as a
waiver thereof, nor shall any single or partial exercise thereof preclude any other or
further exercise thereof or the exercise of any other right, power or privilege.

11.2. This Agreement may be executed in multlple counterparts, each of which
shali be an original.

11,3 This Agreement shall inure to the benefit of the parties and be binding
upon their successors and permitted assigns. Nothing in this Agreement shall create or be
deemed to create any third party beneficiary rights in any person not a party to this
Agreement. No assignment, delegation or other transfer of this Agreement or of any
rights or obligations hereunder may be made by any party to this Agreement (in whole or
in part, voluntary or involumtary, by operation of law or otherwise, other than by
operation of law in a merger) without the prior written consent of the other party.

11.4  The provisions set forth in this Agreement are severable. If any term,
provision, covenant or restriction of this Agreement is held by a court of competent
jurisdiction or other authority to be invalid, void or unenforceable in any jurisdiction or
against its regulatory or pubhc policy, the remainder of this Agreement, and the
application of such prov1smn to other persons or circumstances, shall not be affected
thereby and shall remain valid and enforceable in such jurisdiction, and any such
invalidity or unenforceabﬂlty in any jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction. Upon determination that any
term, provision, covenant or restriction is invalid, void or unenforceable or against the
regulatory or public policy of the governing jurisdiction, the parties hereto shall negotiate
in good faith to modify this Agreement so as to effect the original intent of the parties as
closely as possible to the fullest extent pennitted by applicable law in an acceptable
manner to the end that the transactlons contemplated by this Agreement are fulfilled to
the extent possible.

11.5 Insurer and Fairfax are not partners or joint venturers and nothing in this’
Agreement shall be construed as to make them such partners or joint venturets, or impose
any liability as such on either of them. Each is an independent contractor of the other.



11.6  This Agreement shall be govefned by and construed in accordance with
the laws of the State of Washington without giving effect to the principles of conflicts of
laws thereof. - ' - B C

[Signature Page follows]



IN WITNESS WHEREOF, the parties hereto have caused this instrument to be duly
executed by their respective corporate officers as of the date first shown ahove,

Commonwealth Insman% Co%' any of America

By: :

Name Printed: __~" %00, 7 oi80
Title: e

Fairfax (US), In. o |
By: 4 . 1

Neme Printed: % J7 %Lm gn;‘ﬁ 55;! -
Title: Vet e: réﬁ'-—./{‘



